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To Members of the Forty-sixth Colorado General Assembly: 


In accordance with the provisions of House Joint 

Resolution No. 1024, 1965 session, the Legislative Council 

submits the accompanying report and recommendations relating 

to consumer problems in Colorado. 


The report and recommendations of the committee 

appointed to conduct a study of consumer problems were 

accepted by the Council at its meeting on November 28, 1966, 

for transmission to the members of the Forty-sixth General 

Assembly. 


Respectfully submitted, 


Senator Floyd Oliver 

Chairman 
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Senator  Floyd O l i v e r ,  Chairman 
Colorado L e g i s l a t i v e  Counci l  
Room .341, S t a t e  C a p i t o l  
Denver, Colorado 

Dear M r .  Chairman: 

Your committee appoin ted  t o  conduct "a s tudy of con-
sumer problems f o r  t h e  purposes of determining i f  Colorado 
law i s  adequate t o  sa feguard  t h e  r i g h t s  of i t s  c i t i z e n s  from 
ques t ionab le  s a l e s  dev ices  and i n d i v i d u a l s n  has  completed 
i t s  a c t i v i t i e s  f o r  1965-66 and submits t h e  accompanying r e -  
p o r t  and recommendations. 

A s  may be noted from t h e  committee's r e p o r t ,  t h e  
members were a b l e  t o  cons ide r  a number of s u b j e c t s  concerning 
consumer problems i n  Colorado and t o  prepare  s e v e r a l  measures 
thereon f o r  l e g i s l a t i v e  cons ide ra t ion .  However, a d d i t i o n a l  
work i n  many a r e a s  involv ing  business-consumer r e l a t i o n s  
would be of s u b s t a n t i a l  va lue ,  and t h e  committee i s  t h e r e f o r e  
recommending t h e  c o n t i n u a t i o n  of t h i s  study. 

Respec t fu l ly  submit ted,  

Represen ta t ive  John R. P. Wheeler, 
Chairman, Committee on Consumer Problems 



FOREWORD 


House J o i n t  Reso lu t ion  No. 1024, 1965 r e g u l a r  s e s s i o n ,  in-
cluded t h e  d i r e c t i v e  t h a t  t h e  L e g i s l a t i v e  Counci l  was t o  under take 
a two-year s tudy  "of consumer problems f o r  t h e  purpose of d e t e r -  
mining i f  Colorado law i s  adequate  t o  sa feguard  t h e  r i g h t s  of i t s  
c i t i z e n s  from ques t ionab le  s a l e s  promotion d e v i c e s  and ind iv idua ls , l l  
inc lud ing  such s p e c i f i c  s u b j e c t s  a s  problems of l and  subd iv i s ions ,  
d i s c l o s u r e  and amount of i n t e r e s t  r a t e s ,  c o l l e c t i o n  p r a c t i c e s ,  
causes  of bankrup tc i e s ,  and a  con t inu ing  review of f u n e r a l  and pre-  
need p r a c t i c e s .  The membership of t h e  committee appoin ted  t o  c a r r y  
o u t  t h i s  assignment included:  

Rep. John R. P. Wheeler, Chairman Rep. John S. C a r r o l l  
Rep. Gerald Kopel, Vice Chairman Rep. Ralph A.  Cole 
Sena to r  James C. P e r r i l l  Rep. V i c t o r  B. Grandy 
Sena to r  Roy Romer Rep. James LaHaye 
Sena to r  Ed S c o t t  Rep. P a u l  Morris  
Sena to r  Paul  E. Wenke Rep'. Donald S t r a i t  
Rep. .Ray H. Black Rep. John D. Vanderhoof 

Sena to r  Floyd O l i v e r ,  chairman of t h e  L e g i s l a t i v e  Counci l ,  a l s o  
se rved  a s  an  ex o f f i c i o  member of  t h e  committee. 

Following t h e  appointment of t h e  committee, t h e  members be- 
gan t h e i r  assignment by reviewing t h e  work of t h e  1964 Counci l  Com- 
m i t t e e  on Consumer and Funera l  Problems and r e l a t e d  a c t i o n  taken  by 
t h e  General  Assembly i n  t h e  1965 r e g u l a r . s e s s i o n .  The members 
thereupon agreed  on s e v e r a l  s p e c i f i c  t o p i c s  t o  c o n s i d e r  p r i o r  t o  
submi t t ing  i t s  r e p o r t  and recommendations t o  t h e  L e g i s l a t i v e  Counci l  
i n  November of 1966. It i s  t o  t h e  c r e d i t  of t h i s  committee t h a t  
t h e  major' g o a l s  it s e t  o u t  t o  cons ide r  were completed f o r  t h e  most 
p a r t  du r ing  i t s  r e l a t i v e l y  l i m i t e d  l i f e  span. 

P h i l l i p  E. Jones ,  s e n i o r  r e s e a r c h  a n a l y s t  f o r  t h e  L e g i s l a t i v e  
Counci l ,  had t h e  primary r e s p o n s i b i l i t y  f o r  t h e  s t a f f  work on t h i s  
s tudy ,  w i t h  t h e  a i d  of Roger M. Weber, r e s e a r c h  a s s i s t a n t .  M r .  
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 ,  L e g i s l a t i v e  Refer- 
ence O f f i c e ,  had primary r e s p o n s i b i l i t y  f o r  t h e  b i l l  d r a f t i n g  
s e r v i c e s  provided t h e  committee. 

Lyle C. Kyle 
November 28, 1966 D i r e c t o r  

v i i  
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COMMITTEE FINDINGS AND RECOMMENDAT1 ONS 


S t a t e  and l o c a l  governments, a s  w e l l  a s  t h e  f e d e r a l  overn-
ment, have long  been a c t i v e  p a r t i c i p a n t s  i n  t h e  day-to-day ?rans-
a c t i o n s  of t h e  market p l ace  involv ing  buyers and sellers, The 
t ypes  of governmental p a r t i c i p a t i o n  range from i s s u i n g  l i c e n e e s  t o  
o p e r a t e  a  bus iness  t o  enforc ing  s t r i c t  re uirements  a s  t o  t h e  
q u a l i t y  and con ten t s  of food and drugs.  9a r i o u s  r u l e s  of conduct 
i n  t h e  market p l ace  have been e s t a b l i s h e d  both f o r  buyers and f o r  
s e l l e r s  i n  o r d e r  t o  develop enera l ly-accepted  p r a c t i c e s  f o r  buyer- 
sel ler  t r a n s a c t i o n s  and t o  e  9imina te  t h e  "buyer bewarew p o l i c i e s  
t h a t  p reva i l ed  i n  t h e  pas t .  

On t h e  o t h e r  hand, however, t h i s  po l i cy  of governmental 1 	 p a r t i c i p a t i o n  does n o t  mean t h e  es tab l i shment  of a " s e l l e r  beware* 
s i t u a t i o n  where t h e r e  i s  an imbalance between t h e  powers of buyers 
and s e l l e r s .  I n  f a c t ,  t h e  u l t i m a t e  goa l  of government p a r t i c i p a -  
t i o n ,  whether a t  t h e  s t a t e ,  l o c a l ,  o r  f e d e r a l  l e v e l ,  should be f r e e  

I 
and open compet i t ion among s e l l e r s  accompanied by f u l l  and haneat  
d i s c l o s u r e  f o r  t h e  buyers a s  t o  t h a t  product o r  s e r v i c e  which i s  
being o f fe red .  

I n  Colorado, a s  elsewhere,  problems of consumers a l s o  repre-
s e n t  problems of  t h e  l e g i t i m a t e  businessmen who r e l y  on e t h i c a l  
merchandising methods and who a r e  t a i n t e d  wi th  t h e  brush wielded by 
the r e l a t i v e l y  few shady o p e r a t o r s  i n  t h e i r  midst .  A s  a r e s u l t ,  
committee members approached t h e i r  assignment wi th  t h e  f e e l i n g  t h a t  
any proposal  r e s u l t i n g  from t h e i r  s tudy  of consumer problems i n  
Colorado would be designed no t  on ly  t o  p r o t e c t  consumers but  t o  as-
sist t h e  l e g i t i m a t e  businessman a s  wel l .  I n  f a c t ,  wi thout  t h e  
knowledge and counsel  provided by r e p r e s e n t a t i v e s  of va r ious  busi-  
ness  and profess ions ,  i t  i s  q u i t e  doub t fu l  i f  t h e  members would have 
been a b l e  t o  have completed a s  much of t h e i r  assignment a s  they  have 
and t o  have reached what t h e  committee b e l i e v e s  t o  be sound and f a i r  
recommendations f o r  everyone concerned. 

under t h e  provis ions  of House J o i n t  Resolu t ion  No. 1024, 1965 
ses s ion ,  t h e  L e g i s l a t i v e  Council  was d i r e c t e d  t o  undertake "a s tudy
of consumer problems f o r  t h e  purposes of determining i f  Colorado 
law i s  adequate t o  safeguard t h e  r i g h t s  of i t s  c i t i z e n s  from ques- 
t i onab le  s a l e s  promotion dev ices  and ind iv idua l s .  Sa id  s tudy s h a l l  
inc lude ,  b u t  no t  be l i m i t e d  t o ,  t h e  problem of land  subdiv is ions ,  
d i s c l o s u r e ,  and amount of i n t e r e s t  r a t e s ,  c o l l e c t i o n  p r a c t i c e s ,  
causes  of bankruptc ies ,  a  cont inuing  review of f u n e r a l  and preneed 
p r a c t i c e s ,  and o t h e r  consumer p rac t i ces . "  

Members of t h e  committee appointed by t h e  Legislative Council  
t o  c a r r y  o u t  t h i s  d i r e c t i v e  of t h e  General  Assembly reviewed their 
assignment a t  t h e  committee's f i r s t  meeting, and t h e  members agreed 
t o  cons ider  t h e  fol lowing s p e c i f i c  s u b j e c t s  dur ing  1965 and 1966: 
subd iv i s ions ,  p r o p r i e t a r y  schools ,  t h e  f e a s i b i l i t y  of a consumer 



p r o t e c t i o n  agency, mis leaa ing  a d v e r t i s i n g ,  door-to-door s a l e s ,  d i s -
c l o s u r e ,  amount of i n t e r e s t  r a t e s ,  c o l l e c t i o n  p r a c t i c e s ,  causes  of  
consumer bankrup tc i e s  i n  Colorado,  and a review of preneed f u n e r a l  
changes adopted i n  t h e  1965 s e s s i o n  and t h e i r  a d m i n i s t r a t i o n .  I n  7-

t h e  cou r se  of  i t s  a c t i v i t i e s ,  t h e  committee h e l d  meetings on June 
21, J u l y  30, September 17, October 22, November 23, and. December 3, 
1965, and on A p r i l  1 and 29, May 20, J u l y  12,  26, and 27,  August 
26 and 27, September 14,  and October 21, 1966. 

A s  a r e s u l t  of t h e s e  meetings,  t h e  committee was a b l e  t o  de- 
ve lop  in format ion  and r e a c h  conc lus ions  and recommendations on a l l  
of t h e  s u b j e c t s  it intended t o  cons ide r  except ,  due t o  l a c k  of time, 
causes  of consumer bankrup tc i e s  and c o l l e c t i o n  p r a c t i c e s .  In  f a c t ,  
fo l lowing  t h e  committee 's  work du r ing  t h e  1965 i n t e r i m ,  a b i l l  
recommended by t h e  committee t o  r e g u l a t e  p r o p r i e t a r y  s choo l s  was, 
w i t h  minor amendments, enac ted  by t h e  General  Assembly i n  t h e  1966 
s e s s i o n  and was approved by t h e  Governor ( c h a p t e r  39, Sess ion  Laws 
of 1966) .  

I Genera l ly  speaking,  where consumer problems a r e  concerned, 
l e g i s l a t i o n  may be c l a s s i f i e d  e i t h e r  a s  of a h o r i z o n t a l  n a t u r e  eh-
compassing t h e  broad spectrum of consumer-problems a s  a  whole o r  of 
a pe rpend icu la r  n a t u r e  d e a l i n g  w i t h  a s p e c i f i c  consumer problem, 
Based on i t s  s tudy ,  t h e  committee concluded t h a t  both  t y p e s  of 
l e g i s l a t i o n  a r e  neces sa ry  f o r  Colorado, a s  may be noted from t h e  
fo l lowing  r e p o r t  of  t h e  committee 's  f i n d i n g s  and recommendations, 

Consumer P r o t e c t i o n  Aqency 

Over t h e  y e a r s ,  t h e  r o l e  of s t a t e  governments w i th  r e s p e c t  
t o  consumer p r o t e c t i o n  programs has  evolved,  i n  s e v e r a l  s t a t e s  a t  
l e a s t ,  i n  t h e  expansion of e x i s t i n g  agenc ie s  o r  t h e  c r e a t i o n  of new 
agenc ie s  t o  p l ace  i nc reased  and con t inu ing  emphasis on prov id ing  
p r o t e c t i o n  t o  consumers and t h e  l e g i t i m a t e  businessman. A s  may be 
noted from t h e  in fo rma t ion  conta ined  i n  t h e  accompanying r e s e a r c h  
r e p o r t ,  t h e r e  a r e  t h r e e  o r  f o u r  d i f f e r e n t  approaches being followed 
i n  conducting t h e s e  r e l a t i v e l y  new programs. 

I n  Connec t icu t ,  a number of  s e p a r a t e  programs have been com- 
bined i n t o  one depar tment  of s t a t e  government, headed by a commis-
s i o n e r ,  a s  fol lows:  food and drugs ,  weigh ts  and measures, a t h l e t i c  
even t s ,  kosher  meat i n s p e c t i o n ,  pharmacies, and consumer f r a u d s  
which was added i n  1965. 

The Massachuset ts  Consumms' Counci l  was c r e a t e d  i n  1963, 
w i t h  c o u n c i l  members c o n s i s t i n g  df s e v e r a l  s t a t e  o f f i c i a l s ,  includ-
i n g  t h e  At torney General ,  and e i g h t  p r i v a t e  c i t i z e n s .  This c o u n c i l ,  
w i t h  t h e  a s s i s t a n c e  of i t s  three-member s t a f f ,  s e r v e s  t o  coo rd ina t e  
consumer s e r v i c e s  provided by o t h e r  s t a t e  agenc ie s ,  t o  conduct  
s t u d i e s  of consumer problems, t o  a d v i s e  t h e  execu t ive  and l e g i s l a -  
t i v e  branches  i n  m a t t e r s  a f f e c t i n g  consumer i n t e r e s t ,  t o  f u r t h e r  
consumer educa t ion  and t o  keep t h e  p u b l i c  informed i n  m a t t e r s  of 
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consumer I n t e r e s t ,  ana t o  ln torm law enforcement agenc ie s  of viola-
t i o n s  o f  laws o r  r e g u l a t i o n s  a f f e c t i n g  consumers. 

C a l i f o r n i a ' s  Consumer Counsel ,  who i s  p a r t  of  t h e  Governor 's  
Off ice ,  may be desc r ibed ,  i n  a  s ense ,  a s  a  one-woman Massachuset ts  
Consumers1 Counci l ,  having s i m i l a r  s t a t u t o r y  powers and d u t i e s *  

[n a t  l e a s t  t e n  s t a t e s ,  consumer p r o t e c t i o n  bureaus  have 
been c r e a t e d  w i t h i n  t h e  o f f i c e  o f  t h e  At torney General .  The geneeal
d u t i e s  a s s igned  t o  t h e s e  bureaus  a r e  much t h e  same as t h o s e  c a r r i e d  
o u t  under  t h e  programs i n  C a l i f o r n i a ,  Connec t icu t ,  and Maosachu- 
setts. The major d i f f e r e n c e  appea r s  t o  be t h a t  t h e  programs under 
t h e  At torneys  General  p l ay  a more d i r e c t  r o l e  i n  enforcement mat- 
ters wi th  r e l a t i v e l y  l i t t l e  o r  no emphasis b e i n  l aced  on s e r v i n g  
a s  a  spokesman f o r  consumers b e f o r e  governments? t o d i e s .  

The committee r ecogn izes  t h e  need f o r  an  inc reased  program 
of p r o t e c t i o n  and s e r v i c e  f o r  t h e  consumers of Colorado a t  t h e  
s t a t e  l e v e l .  A t  t h e  same time, t h e  committee recognizes  t h e  need 
t o  provide t h i s  program i n  t h e  most e f f i c i e n t  and  economical manner 
p o s s i b l e  c o n s i s t e n t  w i t h  ach iev ing  program o b j e c t i v e s .  The commit- 
tee t h e r e f o r e  recommends t h e  adopt ion-  o f  t h e  accompanyin B i l l  A 
providing f o r  t h e  a d d i t i o n  of a  consumer f r a u d  d i v i s i o n  In t h e  
At torney Genera l ' s  Of f i ce .  The committee f u r t h e r  recommends t h a t ,  
i f  t h i s  d i v i s i o n  is e s t a b l i s h e d ,  it should be p rope r ly  f i nanced  f o r  
t h e  f i s c a l  y e a r  beginning on J u l y  1, 1967. 

Under t h e  p r o v i s i o n s  of  B i l l  A, t h e  purposes of  t h i s  a c t  a r e  
t o  provide an agency of s t a t e  government under t h e  department of 
law which w i l l  implement and a s s i s t  r e g u l a t o r y  and law enforcement 
a e n c i e s  of t h e  s t a t e  and i t s  p o l i t i c a l  s u b d i v i s i o n s  i n  t h e  de tec-  
tPon, p revent ion ,  and p rosecu t ion  of f r a u d u l e n t  and u n e t h i c a l  
o p e r a t o r s  i n  t h i s  s t a t e ;  which i s  o r i e n t e d  t o  a c t  and speak i n  be-
ha l f  of  t h e  consuming pub l i c  of t h i s  s t a t e ;  which w i l l  be a  c e n t r a l  
c lea r inghouse  f o r  t h e  r e c e i p t  and d i s semina t ion  of in format ion  
concerning consumer f r aud  schemes and o p e r a t o r s ;  and which w i l l  
recommend t o  t h e  General  Assembly such l e g i s l a t i o n  a s  may be neces- 
s a r y  t o  p r o t e c t  consumers from f a l s e  and mis lead ing  p r a c t i c e s .  

The committee b e l i e v e s  t h a t  t h e  proposed consumer f r aud  
d i v i s i o n ,  working i n  conjunc t ion  w i t h  e x i s t i n g  s t a t e  and l o c a l  
r e g u l a t o r y  and law enforcement o f f i c i a l s ,  and w i t h  e x i s t i n g  consu- 
mer and bus ines s  groups,  w i l l  do much i n  t h e  way of c o r r e c t i n g  
e x i s t i n g  and f u t u r e  problems of consumers and t h e  l e g i t i m a t e  bus i -  
nessman, b u t  a d d i t i o n a l  measures a r e  a l s o  needed t o  provide essen-
t i a l  t o o l s  which t h i s  proposed o f f i c e  and o t h e r s  can u s e  t o  
f u n c t i o n  more e f f e c t i v e l y .  

F a l s e  and Misleadinq A d v e r t i s i n q  

Colorado has  had a  f a l s e  and mis lead ing  a d v e r t i s i n g  law s i n c e  
1915, based on a model law proposed by P r i n t e r ' s  Ink. The model law 
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has  been updated by P r i n t e r ' s  Ink t o  meet problems encountered 
o u r  p resen t  s o c i e t y  and corresponding chan Pes have been incorpo- -. 
r a t e d  i n  t h e  f a l s e  and misleading a d v e r t i s  ng laws of many of t h e  
s t a t e s .  Co lo rada l s  law, however, has  never been amended. 

p ---*-
"The r e s u l t  i s  t h a t  c e r t a i n  types  of  misleading a d v e r t i s i n g  

do n o t  come under t h e  p rov i s ions  of Colorado 's  law. Moreover, 
because of t h e  presence of vague and ambiguous language i n  t h i s  law, 
d i s t r i c t  a t t o r n e y s  h e s i t a t e  t o  b r i n g  charges  thereunder .  

Adver t i s ing  r e p r e s e n t s  one of t h e  most o s s e n t i a l  i n g r e d i e n t s
i n  t h e  market-place r e l a t i o n s h i p  between buyer and s e l l e r .  Its 
s a n c t i t y  must be preserved.  The committee t h e r e f o r e  recommends 
t h a t ,  a s  contained i n  B i l l  B, Colorado's  f a l s e  and misleading 
a d v e r t i s i n g  law should be amended t o  p r o h i b i t  bait-and-switch adver-
t i s i n g ,  o r  where an item i s  a d v e r t i s e d  f o r  a r i d i c u l o u s l y  low p r i ce ,  
w i th  t h e  merchant no t  i n t end ing  t o  s e l l  t h e  a d v e r t i s e d  item, and 
t h e  would-be buyer i s  sub jec ted  t o  p res su re  t o  Nswitchn t o  a higher-
pr iced  ve r s ion  of t h e  same t y p e  of item. The law should a l s o  . 
p r o h i b i t  t h e  use o f  phony p r i c e  comparisons which a r e  not  only 
misleading but  a l s o  tend  t o  cause consumers t o  l o s e  f a i t h  i n  adver- 
t i s i n g  gene ra l ly .  The law's  p rov i s ions  should a l s o  be modernized 
t o  inc lude  exemptions f o r  r a d i o  and t e l e v i s i o n  s t a t i o n s  i n  t h e  same 
manner a s  exemptions a r e  p r e s e n t l y  provided f o r  p u b l i s h e r s  of 
newspapers and p e r i o d i c a l s .  

C Subdivis ion Resu la t ions  

I 
I n  1963, t h e  General  Assembly enacted a law t o  provide f o r  


t h e  r e g i s t r a t i o n  of subd iv i s ion  deve lopers  i n  Colorado and t o  au- 

t h o r i z e  t h e  Real E s t a t e  Commission t o  suspend a r e g i s t r a t i o n  under 

c e r t a i n  condi t ions .  The c o n s t i t u t i o n a l i t y  of t h e s e  provis ions  has  

been s e r i o u s l y  quest ioned and, i n  two d i s t r i c t  c o u r t s ,  t h i s  law has 

been he ld  t o  be -uncons t i tu t iona l .  


The c i t i z e n s  o f  Colorado l i v e  i n  a s t a  s wi th  
n a t u r a l  beauty and resources ,  a s  w e l l  a s  a few ba re  s p o t s  here  and 
t h e r e .  The o r d e r l y  development of subd iv i s ions  i n  o u r  a r e a s  of  
beauty seems impera t ive  i n  terms n o t  on ly  of t h e  p resen t  bu t  f o r  
t h e  f u t u r e  a s  wel l .  There a r e  s e v e r a l  problems connected wi th  t h e  
p resen t  s i t u a t i o n .  Some of t h e s e  r e s u l t  from f raudu len t  land pro- 
motions; o t h e r s  r e s u l t  from t h e  l a c k  of adequate a u t h o r i t y  f o r  
coun t i e s  t o  r e g u l a t e  t h e  development of subd iv i s ions  wi th in  t h e i r  
j u r i s d i c t i o n s .  Measures need t o  be taken  t o  provide c o r r e c t i v e  
a u t h o r i t y  both a t  t h e  s t a t e  and county l e v e l .  

The committee t h e r e f o r e  recommends the favorab le  considera- 
t i o n  of B i l l  C. I n  a d d i t i o n  t o  providing f o r  t h e  r e g i s t r a t i o n  of 
subd iv ide r s  wi th  t h e  Colorado Real E s t a t e  Commission, t h i s  b i l l  
would recognize t h e  commission a s  a c e n t e r  of information f o r  
prospec t ive  buyers,  counties, and o t h e r s  wi th  r e s p e c t  t o  subd iv i s ion  
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developments and subdiv iders .  More s p e c i f i c  s t a t u t o r  g u i d e l i n e s
would be included i n  t h e  law f o r  t h e  commiseion t o  f o1low when 
cons ider ing  t h e  suspension o r  r evoca t ion  of any r e g i s t r a t i o n .  

I n  b r i e f ,  t h i s  b i l l  would enable  t h e  commission t o  assist 
prospec t ive  buyers be fo re  they  i n v e s t  t h e i r  funds i n  a subdiv is ion  
development and would a s s i s t  t h e  coun t i e s  by providing county o f f i -
c i a l s  wi th  d e t a i l s  on proposed subd iv i s ions  and by r e q u i r i n g  sur-
veys by a r e g i s t e r e d  o r  l i c e n s e d  land  surveyor  and t h e  f i l i n g  of a 
p l a t  w i th  t h e  county c l e r k  and recorder .  Subdiv iders  would a l s o  be 
requ i red  t o  f i l e  a s ta tement  of t h e  p rov i s ions  f o r  l e g a l  access ,  
sewage d i s p o s a l ,  and p u b l i c  u t i l i t i e s ,  i nc lud in  water ,  e l e c t r i c i t y ,  
gas ,  and te lephone f a c i l i t i e s  i n  connect ion w i tt a proposed subdi-
v is ion ,  a s  we l l  a s  a s ta tement  of any war ran t i e s  proposed t o  be 
made i n  t h e  a d v e r t i s i n g  of t h e  s a l e  of l o t s  t h e r e i n .  

B i l l  C would a l s o  r e q u i r e  subd iv ide r s  t o  make d i s c l o s u r e s  t o  
any purchaser  wi th  r e s p e c t  t o  any deed of t r u s t ,  mortgage, o r  o t h e r  
c r e d i t o r ' s  l i e n  a f f e c t i n g  t h e  land  s o l d  and t h e  e x i s t e n c e  of s p e c l a l  
assessments o r  bonded indebtedness  l e v i e d  by any p o l i t i c a l  subdivi-
s i o n  o r  pub l i c  a u t h o r i t y  on t h e  land. No l o t  o r  p a r c e l  of land 
could be s o l d  t h a t  is  s u b j e c t  t o  a blanket encumbrance u n l e s s  pravi-
s ion  i s  made t o  provide t h a t  t h e  purchaser  can o b t a i n  l e g a l  t i t l e  
f r e e  and c l e a r  of t h e  b lanket  encumbrance upon compliance wi th  t h e  
terms and cond i t ions  of t h e  purchase. Requirements f o r  escrow and 
t r u s t  accounts  would be provided by t h i s  b i l l ,  and a bond no t  t o  
exceed $100,000 f o r  t h e  b e n e f i t  and p r o t e c t i o n  of purchasers  would 
have t o  be f i l e d  wi th  t h e  commission by subd iv ide r s  r e g i s t e r i n g
under t h e  p rov i s ions  of t h i s  b i l l .  

I Consumer C r e d i t  

Consumer c r e d i t  i n  color ad^, where r egu la t ed  a t  a l l ,  is 
governed by s e v e r a l  s t a t e  laws. C r e d i t  r a t e s  on smal l  l oans  made 

' by s t a t e  and n a t i o n a l  banks, revolv ing  charge accounts ,  and c r e d i t  
card  programs do no t  come under t h e s e  laws. 

The va r ious  s t a t e  laws. applying t o  consumer c r e d i t  inc lude  
t h e  gene ra l  i n t e r e s t  r a t e  law, t h e  Consumer Finance Act of  1955 

t f o r  l oans  of n o t  more than  $1508), t h e  Money Lenders Act of 1913 
f o r  loans  i n  excess  of $1500), t h e  i n d u s t r i a l  bank a c t ,  t h e  c r e d i t  

union loan  law, t h e  R e t a i l  Motor Vehicle  Ins t a l lmen t  S a l e s  Act of 
1951, and t h e  R e t a i l  Personal  P rope r ty  Ins t a l lmen t  S a l e s  Act of 
1959 

Understandably, i n  view of t h e  s l i g h t 1  d i f f e r e n t  o b j e c t i v e s  

S xof  each of t h e s e  laws and t h e  va ry in  d a t e s  w en enacted,  many of 
t h e i r  s p e c i f i c  p rov i s ions  a r e  n o t  un form. Y e t  many of t h e s e  pro-
v i s i o n s  a r e  intended t o  apply i n  much t h e  same s i t u a t i o n  under s i m i -
l a r  o r  i d e n t i c a l  circumstances.  The r e s u l t  is  t h a t ,  a l l  t o o  o f t e n ,  
t h e  consumer i s  confused a s  t o  t h e  c o s t s  of consumer c r e d i t  f i nanc ing  
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and h i s  r i g h t s  and o b l i g a t i o n s  under  t h e  v a r i o u s  t y p e s  of f inencihg 
arrangements.  

The committee t h e r e f o r e  recommends r e v i s i n g  and c o n s o l i d a t i n g  
t h e  p r o v i s i o n s  o f  f o u r  of t h e s e  laws i n t o  two o v e r - a l l  ac t s  -- t h e  
two r e t a i l  i n s t a l l m e n t  s a l e s  laws i n t o  one a c t ,  a s  i n  B i l l  D ,  and 
t h e  consumer f i n a n c e  and money l e n d e r s  laws i n t o  ano the r  a c t ,  a s  i n  
B i l l  E. Because of t h e  s u b s t a n t i v e  a r e a  covered by t h e s e  two b i l l s  
and t h e  s i z e  of  t h e  d r a f t s  themselves ,  t h e  committee has  included 
comments i n  each of t h e s e  d r a f t s  a s  t o  t h e  source  o f  t h e  language i n  
t h e  b i l l s  and t h e  changes con ta ined  t h e r e i n .  

B r i e f l y ,  however, B i l l  D would e s t a b l i s h  q u a l i f i c a t i o n s  f o r  
a p p l i c a n t s  of  a s a l e s  f i n a n c e  company; would a l l ow a  buyer t o  re-
s c i n d  a  r e t a i l  i n s t a l l m e n t  c o n t r a c t  w i t h  a s e l l e r  exempt from t h e  
l i c e n s i n g  requirements  of t h i s  a c t  f o r  t h e  same r easons  as a r e  
p r e s e n t l y  al lowed a  buyer  i n  the c a s e  of  such a  c o n t r a c t  w i t h  a  
l i c e n s e d  s e l l e r ;  would s p e l l  o u t  d e t a i l s  of a r e t a i l  i n s t a l l m e n t  
s a l e s  c o n t r a c t  and t h e  o b l i g a t i o n s  of  a buyer and se l le r  under t h e  
c o n t r a c t ' s  p rov i s ions ,  a s  w e l l  a s  c l a r i f y i n g  t h e  v a r i o u s  i t ems  
involved w i t h  r e s p e c t  t o  t h e  t i m e  p r i c e  d i f f e r e n t i a l ;  would provide 
s p e c i f i c  g u i d e l i n e s  f o r  a se l le r  t o  follow when cons ide r ing  repos- 
sion; would remove a u t h o r i z a t i o n  f o r  se l l e r s  t o  c o l l e c t  a t t o r n e y ' s  
f e e s  i n  c o u r t  c a s e s ;  would remove t h e  a u t h o r i z a t i o n  of  an a c q u i s i -  
t i o n  c o s t  a t  t h e  r a t e  of f i v e  d o l l a r s  p e r  100 d o l l a r s  b u t  no t  t o  
excegd 15 d o l l a r s ;  and would expand coverage of t h e  law t o  i nc lude  
r evo lv ing  charge accounts  o r  c r e d i t  agreements wi th  a  maximum 
f i n a n c e  charge of  one and one-half  p e r  c e n t  p e r  month on t h e  unpaid 
balance.  The b i l l  would no t  change t h e  maximum r a t e s  of  charge f o r  
t h e  t i m e  p r i c e  d i f f e r e n t i a l  on r e t a i l  i n s t a l l m e n t  s a l e s  c o n t r a c t s  
t h a t  a r e  au tho r i zed  by t h e  two p r e s e n t  laws. 

B i l l  E ,  combining t h e  consumer f i n a n c e  a c t  and t h e  money 
l e n d e r s  a c t ,  broadens i t s  scope of coverage t o  i nc lude  persons  a c t -  
i ng  a s  l oan  b roke r s  and "money f i n d e r s . "  Th i s  b i l l  a l s o  would 
s p e l l  o u t  d e t a i l s  of a consumer l oan  c o n t r a c t  and t h e  o b l i g a t i o n s  of 
a l e n d e r  and borrower thereunder ;  would c l a r i f y  and s t r e n g t h e n  
a d m i n i s t r a t i v e  p r o v i s i o n s  i n  t h e  a c t ;  would no t  a l l ow a t t o r n e y ' s  
f e e s  a s  a  p a r t  of c o l l e c t i o n  expenses of  a l ende r ;  and would in-  
c r e a s e  t h e  pena l ty  where a  l e n d e r  i n t e n t i o n a l l y  overcharges  on a 
l oan  t o  i nc lude  f o r f e i t u r e  of  t h e  f i r s t  $300 of t h e  p r i n c i p a l .  

I n  a d d i t i o n ,  s o  f a r  a s  l o a n s  i n  excess  of $1500 a r e  concerned, 
B i l l  E would reduce t h e  maximum monthly i n t e r e s t  r a t e  on t h e  unpaid 
ba lance  from two p e r  c e n t  t o  one and t h r e e - f o u r t h s  p e r  c e n t ;  maximum 
r a t e s  p r e s e n t l y  al lowed by law on l o a n s  of $1500 o r  l e s s  would re -
main unchanged. In  o ther  words, the  effective monthly simple in-
t e r e s t  r a t e s  on l o a n s  made under t h e  maximum r a t e s  provided i n  t h i s  
b i l l  would be  a s  fo l lows ,  when pa id  i n  f u l l  accord ing  t o  t h e  con-
t r a c t :  



E f f e c t i v e  Monthly Simple 
Cash Advance I n t e r e s t  Rate 

1,501 and 

o v e r  


Q i r e c t  s a l e s  t o  consumers i n  t h e i r  homes r e p r e s e n t  a  s i z e -
a b l e  i n d u s t r y  i n  Colorado and i s  one which p rov ides  numerous 
s e r v i c e s  f o r  hou.qewives. A t  t h e  same t ime,  however, c e r t a i n  prac- 
t i t i o n e r s  i n  t h i s  i n d u s t r y  seem t o  view d i r e c t  s a l e s  t o  coneumers 
i n  t h e i r  homes a s  no more t h a n  an  oppor tun i ty  t o  make a  fast buck 
o f f  t h e  qnwary. Ora l  promises t h a t  a r e  t o t a l l y  mis lead ing  and 
w o r t h l e s s  accompanied by f a s t - t a l k i n g ,  h igh-pressure  saleemen a r e  
t h e  s t o c k  i n  t r a d e  of  t h e s e  people  who perform a  d i s s e r v i c e  t o  t h e  
customers and t o  t h e  d i r e c t  s a l e s  i n d u s t r y  i n  g e n e r a l  a s  well. 

I n  o r d e r  t o  s t r i k e  a t  t h e  h e a r t  of t h i s  problem, t h e  commit- 
t e e  recom ends t h e  adopt ion  of B i l l  F. I f  enac ted ,  B i l l  F would 
a l low v i c  7i m s  of t h e  hard s e l l  t e chn ique  i n  t h e i r  homes t o  have 24 
hours  i n  4h ich  t o  r e c o n s i d e r  t h e i r  a c t i o n  and t o  have an oppor tun i ty  
t o  check on t h e  o r a l  promises made by t h e  salesman, o r  salesmen, 
s i n c e  manJ of t h e s e  persons  o p e r a t e  i n  teams t o  p l ace  added p r e s s u r e  
on t h e  p rqspec t ive  buyer. A t  t h e  same time, t h e  p rov i s ion  f o r  a  
24-hour r q c o n s i d e r a t i o n  per iod  would n o t  app ly  t o  c o n t r a c t s  where 
t h e  v a l u e  of the product  o r  s e r v i c e  does  n o t  exceed $100 and does  
n o t  i nc luqe  t h e  making of  a promissory n o t e  o r  i n s t a l l m e n t  c o n t r a c t .  
These p r o v i s i o n s  a l s o  would n o t  app ly  t o  c o n t r a c t s  of i n su rance ,  
c o r p o r a t e  s h a r e s ,  investment  fund c e r t i f i c a t e s ,  deben tu re s ,  r e a l  
p rope r ty  and any f i x t u r e s  t hen  a t t a c h e d  t h e r e t o ,  l i v e  animals ,  and 
any a g r i c v l t u r a l  p roduc t s  excep t  food. 



Preneed Funeral  P lans  

The committee i s  pleased t o  r e p o r t  t h a t  t h e  1965 amendments 
t o  t h e  s t a t e ' s  preneed f u n e r a l  p lan  law, which were based on recom- 
mendations of t h e  1964 L e g i s l a t i v e  Council Committee on Consumer 
and Funeral  Problems, a r e  working ou t  very well .  Based on t h e  
f i r s t  yea r  of experience i n  t h e  admin i s t r a t ion  of t h e  amended l aw ,  a 
few a d d i t i o n a l  chan e s  seem d e s i r a b l e  and t h e s e  suggested changes 
a r e  contained i n  B i!!1 G prepared by t h e  committee. These changes
would c l a r i f y  t h e  d e f i n i t i o n  i n  t h e  law a s  t o  c o n t r a c t s  and t h e  
coverage of persons thereunder ,  and would inc lude  c o n t r a c t s  profes- 
s i n g  t o  provide s e r v i c e s  of any na tu re  wi th  r e s p e c t  t o  f u n e r a l  
arrangements. This  b i l l  would a l s o  change t h e  f i g u r e  author ized  a s  
l i q u i d a t e d  damages f o r  a  c o n t r a c t  e e l l e r  from 15 per  cen t  of t h e  
c o n t r a c t  p r i c e  t o  15 p e r  c e n t  of t h e  amount paid by t h e  c o n t r a c t  
purchaser.  

Causes of Consumer Bankruptcies 

The committee completed a  prel iminary inqu i ry  i n t o  t h e  causes 
of consumer bankruptcies  i n  Colorado.. The major causes appear t o  be 
overborrowing o r  t h e  overextension of c r e d i t ,  wages being garnisheed 
o r  threa tened t o  be garnisheed o r  a t t ached ,  and unexpected medical 
and h o s p i t a l  expense. The committee be l i eves  t h a t ,  i f  no c o r r e c t i v e  
a c t i o n  i s  taken i n  t h e  1967 sess ion  with r e spec t  t o  t h e  causes of 
consumer bankruptcy, t h e  L e g i s l a t i v e  Council  should be d i r e c t e d  t o  
s tudy t h i s  ma t t e r  fol lowing t h e  1967 sess ion ,  us ing  t h e  preliminary 
information developed by t h i s  committee a s  a  foundat ion f o r  i t s  
study. 

A s r i c u l t u r e  and Food P r i c e s  

The committee recognizes  t h a t  t h e  General Assembly cannot 
e s t a b l i s h  minimum p r i c e s  on food products so ld  i n  t h i s  s t a t e ,  but  
t h e r e  a r e  c e r t a i n  a r e a s  r e l a t i n g  t o  food and t h e  consumer t h a t  come 
wi th in  t h e  purview of s t a t e  l e g i s l a t i v e  ac t ion .  We recommend t h a t ,  
i f  s u f f i c i e n t  c o r r e c t i v e  a c t i o n  i s  not  taken i n  t h e  1967 sess ion  
wi th  r e s p e c t  t o  laws r e l a t i n g  t o  consumer.s and t h e  food they buy, 
t h e  L e g i s l a t i v e  Council  should be d i r e c t e d  t o  s tudy t h i s  ma t t e r  
fol lowing t h e  1967 sess ion ,  s p e c i f i c a l l y  i n  regard  t o  (1 )  t h e  lack 
of an i n t r a s t a t e  meat inspec t ion  law i n  Colorado, (2)  enforcement 
powers i n  t h e  S t a t e  Department of Agr icul ture  f o r  t h e  dyed meat law, 
and (3) more r e a l i s t i c  inspec t ion  methods of food products. 

Continuat ion of Study of Business and Consumer Problems 

The committee recognizes  t h a t  many a r e a s  of consumer-business 
r e l a t i o n s  were not  f u l l y  developed during i t s  period of ex is tence .  
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These include, but are not limited to, collection a encies, trading 

stamps, and credit cards. Colorado is the only sta?e in the nation 
that has a Legislative Council Committee on Consumer Problems. We 
recommend that the study of business and consumer problems be con- 
tinued following the 1967 session. 

x x i i i  
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B i l l  A 

A BILL FOR AN ACT 

PROVIDING FOR A CONSUMER FRAUD DIVISION UNDER THE DEPARTMENT 

OF LAW. 

Be It Enacted by the General  Assembly of the S t a t e  of Colorado: 

SECTION 1. L e q i s l a t i v e  dec la ra t ion .  The genera l  assembly 

d e c l a r e s  t h a t  t h e  purposes of t h i s  a c t  a r e  t o  provide an agency 

of s t a t e  government under t h e  department of law which w i l l  imple-

ment and a s s i s t  r egu la to ry  and law enforcement agencies  of t h e  

s t a t e  and i t s  p o l i t i c a l  subd iv i s ions  i n  t h e  d e t e c t i o n ,  prevent ion,  

10 and prosecut ion of f r a u d u l e n t  and u n e t h i c a l  o p e r a t o r s  i n  t h i s  

11 s t a t e ;  which i s  o r i e n t e d  t o  a c t  and speak i n  behalf  of t h e  con- 

12 suming publ ic  of t h i s  s t a t e ;  which w i l l  .be a  c e n t r a l  c l ea r ing -  

house f o r  t h e  r e c e i p t  and d isseminat ion  of information concerning 

consumer f r aud  schemes and o p e r a t o r s ;  and which w i l l  recommend 

t o  t h e  gene ra l  assembly such l e g i s l a t i o n  a s  may be necessary t o  

p r o t e c t  consumers from f a l s e  and misleadtng p r a c t i c e s ;  t h e r e f o r e ,  

t h e  provis ions  of t h i s  a c t  a r e  enacted i n  t h e  exe rc i se  of t h e  

po l i ce  powers of t h i s  s t a t e  f o r  t h e  purpose of p r o t e c t i n g  t h e  

hea l th ,  s a f e t y ,  and gene ra l  wel fa re  of t h e  people of t h i s  s t a t e .  

SECTION 2. Def in i t ions .  ( 1 )  A s  used i n  t h i s  a c t :  

( 2 )  nAdvertisementtt i nc ludes  t h e  a t tempt  by pub l i ca t ion ,  

d i sseminat ion ,  s o l i c i t a t i o n ,  o r  c i r c u l a t i o n ,  o r a l  o r  w r i t t e n ,  t o  

induce d i r e c t l y  o r  i n d i r e c t l y  any person t o  e n t e r  i n t o  any 

o b l i g a t i o n  o r  t o  acqu i re  any t i t l e  o r  i n t e r e s t  i n  any property.  

(3)  "Propertytt  means any r e a l  o r  personal  proper ty ,  o r  both 

r e a l  and personal  proper ty ,  i n t a n g i b l e  proper ty ,  o r  s e rv ices .  

(4 )  "Personw means any n a t u r a l  person o r  h i s  l e g a l  repre-  

s e n t a t i v e ,  pa r tne r sh ip ,  co rpora t ion ,  company, t r u s t ,  bus iness  



e n t i t y ,  o r  a s s o c i a t i o n ,  and any agen t ,  employee, salesman, 

p a r t n e r ,  o f f i c e r ,  d i r e c t o r ,  member, s t ockho lde r ,  a s s o c i a t e ,  

t r u s t e e ,  o r  c e s t u i  que t r u s t  t h e r e o f .  

( 5 )  "Saleu means any s a l e ,  o f f e r  f o r  s a l e ,  o r  a t tempt  t o  

s e l l  any p rope r ty  f o r  any c o n s i d e r a t i o n .  

SECTION 3. Consumer f r a u d  d i v i s i o n  c r e a t e d .  There i s  

hereby c r e a t e d  t h e  consumer f r a u d  d i v i s i o n  under t h e  department 

of law, t h e  head of which s h a l l  be t h e  consumer counse l  appointed 
b 


by t h e  a t t o r n e y  g e n e r a l  from among h i s  s t a f f .  The a t t o r n e y  gen- 

e r a l  may appo in t  such a s s i s t a n t s  and, pursuant  t o  s e c t i o n  13 of 

a r t i c l e  X I 1  of t h e  c o n s t i t u t i o n ,  such c l e r i c a l  and p r o f e s s i o n a l  

s t a f f  personne l  a s  a r e  necessary  f o r  t h e  e f f i c i e n t  o p e r a t i o n  of 

t h e  consumer f r a u d  d i v i s i o n .  The consumer f r a u d  d i v i s i o n  s h a l l  

a d m i n i s t e r  and en fo rce  t h e  p r o v i s i o n s  of t h i s  a c t  and s h a l l  t r a n s -  

m i t  annua l ly  t o  t h e  a t t o r n e y  g e n e r a l  f o r  recommendation t o  t h e  

g e n e r a l  assembly i t s  recommendations f o r  such l e g i s l a t i o n  a s  may 

be necessary  t o  p r o t e c t  consumers of t h i s  s t a t e  from p r a c t i c e s  

d e c l a r e d  by t h i s  a c t  t o  be unlawful.  

SECTION 4. Unlawful p r a c t i c e  - exc lus ions .  The a c t ,  use ,  

o r  employment by any person of any d e c e p t i v e  a c t  o r  p r a c t i c e ,  

f r aud ,  f a l s e  p r e t e n s e ,  f a l s e  promise, o r  m i s r e p r e s e n t a t i o n ,  o r  

t h e  knowing concealment,  suppres s ion ,  o r  omiss ion of any m a t e r i a l  

f a c t ,  w i th  t h e  i n t e n t  t h a t  any o t h e r  person s h a l l  r e l y  thereon ,  

i n  connect ion wi th  t h e  s a l e  o r  adver t i sement  of  any proper ty ,  

whether o r  no t  any person has  i n  f a c t  been mis led ,  deceived,  o r  

damaged the reby ,  i s  hereby d e c l a r e d  t o  be an unlawful p r a c t i c e ;  

provided,  t h a t  t h i s  s e c t i o n  s h a l l  no t  app ly  t o  t h e  owner o r  

p u b l i s h e r  of any newspaper, magazine, o r  p u b l i c a t i o n  of p r i n t e d  
I 

m a t t e r  wherein such adver t i sement  appears ,  no r  t o  t h e  owner o r  

- 2 - 




1 o p e r a t o r  of any r a d i o  o r  t e l e v i s i o n  s t a t i o n  which d isseminates  

2 such adver t i sement ,  when such owner, pub l i she r ,  o r  o p e r a t o r  has  

3 no knowledge of t h e  i n t e n t ,  des ign ,  o r  purpose of t h e  a d v e r t i s e r .  

SECTION 5. Powers of a t t o r n e y  qenera l .  ( 1 )  ( a )  When it 

5 appears  t o  t h e  a t t o r n e y  gene ra l  t h a t  any person has  engaged i n ,  

6 is  engaging i n ,  o r  i s  about t o  engage i n ,  any p r a c t i c e  dec la red  

7 unlawful by s e c t i o n  4 of t h i s  a c t ,  o r  when he b e l i e v e s  it t o  be 

8 i n  t h e  pub l i c  i n t e r e s t  t h a t  an i n v e s t i g a t i o n  should be made t o  

9 a s c e r t a i n  whether any person i n  f a c t  has  engaged i n ,  i s  engaging 

i n ,  o r  i s  about t o  engage i n ,  any such p r a c t i c e ,  he may: 

( b )  Require such person t o  f i l e  a s ta tement  o r  r e p o r t  i n  

w r i t i n g  under o a t h  o r  o therwise ,  on such forms a s  s h a l l  be pre- 

s c r ibed  by him, a s  t o  a l l  f a c t s  and circumstances  concerning t h e  

s a l e  o r  advert isement  of p rope r ty  by such person,  and such o t h e r  

da ta  and information a s  he may deem necessary;  

( c )  Examine under o a t h  any person i n  connection wi th  t h e  

s a l e  o r  advert isement  of any proper ty ;  

( d )  Examine any proper ty  o r  sample t h e r e o f ,  record,  book, 

document, account,  o r  paper a s  he may deem necessary;  and 

( e )  Pursuant  t o  an o r d e t  of any d i s t r i c t  c o u r t ,  impound 

any record ,  book, document, account ,  paper,  o r  sample of p a p e r t y  

which i s  m a t e r i a l  t o  such p r a c t i c e  and r e t a i n  t h e  same i n  h i s  

possession u n t i l  t h e  completion of a l l  proceedings undertaken 

24 under t h i s  a c t .  

2 5  SECTION 6. Subpoenas - hea r inqs  - r u l e s .  ( 1 )  The a t to rney .  

26 gene ra l ,  i n  a d d i t i o n  t o  o t h e r  powers confer red  upon him by t h i s  

27 a c t ,  may i s s u e  subpoenas t o  r e q u i r e  t h e  a t tendance  of wi tnesses  

28 o r  t h e  product ion of documents, admin i s t e r  oa ths ,  conduct hear ings  



1 	 i n  a i d  of any i n v e s t i g a t i o n  o r  i n q u i r y ,  and p r e s c r i b e  such forms 

and promulgate such r u l e s  a s  may be necessary  t o  admin i s t e r  t h e  

p rov i s ions  of t h i s  a c t .  

(2) S e r v i c e  of any n o t i c e  o r  subpoena may be made i n  t h e  

manner p re sc r ibed  by law o r  t h e  Colorado r u l e s  of  c i v i l  procedure.  

SECTION 7. F a i l u r e  t o  obey o r d e r  o r  subpoena - remedies. 

( 1 )  ( a )  I f  any person f a i l s  o r  r e f u s e s  t o  obey any o r d e r  of t h e  

a t t o r n e y  g e n e r a l ,  t o  f i l e  any s t a t emen t  o r  r e p o r t ,  o r  t o  obey 

any subpoena i s sued  by t h e  a t t o r n e y  gene ra l ,  pursuant  t o  t h e  

p rov i s ions  of t h i s  a c t ,  t h e  a t t o r n e y  gene ra l ,  a f t e r  a t  l e a s t  f i v e  

days1 n o t i c e ,  may apply  t o  any d i s t r i c t  c o u r t  i n  t h i s  s t a t e  f o r  

r e l i e f  u n t i l  such person obeys such o r d e r  o r  subpoena o r  f i l e s  

such s ta tement  o r  r e p o r t .  The c o u r t ,  i n  i t s  o r d e r ,  may: 

(b )  Grant  i n j u n c t i v e  r e l i e f  r e s t r a i n i n g  t h e  s a l e  o r  adver-  

t i s emen t  of any p rope r ty  by such person;  

( c )  Require  t h e  a t t endance  of o r  t h e  produc t ion  of documents 

by such person,  o r  bo th ;  

( d )  Disso lve  a  c o r p o r a t i o n  organized under  t h e  laws of t h i s  

s t a t e  o r  revoke 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 a f o r e i g n  corpo- 

20 r a t i o n  t o  t r a n s a c t  b u s i n e s s  i n  t h i s  s t a t e ,  o r  suspend o r  revoke 

21 any o t h e r  l i c e n s e ,  permi t ,  o r  c e r t i f i c a t e  i s sued  pursuant  t o  law 

22 t o  any such person,  which may be used t o  f u r t h e r  t h e  a l l e g e d  

23 unlawful p r a c t i c e ;  o r  

24 ( e )  Grant  such o t h e r  o r  f u r t h e r  r e l i e f  a s  may be necessary  

25 	 t o  o b t a i n  compliance by such person.  

26 SECTION 8. R e s t r a i n i n q  o r d e r s  - i n j u n c t i o n s  - as su rances  

27 of d i scont inuance .  ( 1 )  Whenever it appea r s  t o  t h e  a t t o r n e y  

28 g e n e r a l  t h a t  a  person has  engaged i n ,  i s  engaging i n ,  o r  i s  about  



t o  engage i n ,  any p r a c t i c e  dec l a red  t o  be  unlawful by t h i s  a c t ,  

he may apply f o r  and ob ta in ;  i n  an  a c t i o n  i n  any d i s t r i c t  c o u r t  

of  t h i s  s t a t e ,  a temporary r e s t r a i n i n g  o r d e r ,  o r  i n j u n c t i o n ,  o r  

both ,  pursuant  t o  t h e  Colorado r u l e s  o f  c i v i l  procedure,  pro-

h i b i t i n g  such person from con t inu ing  such p r a c t i c e s ,  o r  engaging 

t h e r e i n ,  o r  doing any a c t  i n  f u r t h e r a n c e  t h e r e o f .  The c o u r t  may 

make such o r d e r s  o r  judgments a s  may be necessary  t o  prevent  t h e  

use  o r  employment by such person of any unlawful  p r a c t i c e ,  o r  
I 

which may be necessary  t o  r e s t o r e  t o  any o t h e r  person any moneys, 

o r  r e a l  o r  persona l  p rope r ty  which may have been acqu i r ed  by 

means of any p r a c t i c e  dec l a red  t o  be unlawfu.1 by t h i s  a c t .  
, 

(2) Where t h e  a t t o r n e y  g e n e r a l  h a s  a u t h o r i t y  t o  i n s t i t u t e  a  

c i v i l  a c t i o n  o r  o t h e r  proceeding pursuant  t o  t h e  p rov i s ions  of 

t h i s  a c t ,  i n  l i e u  t h e r e o f ,  he may accep t  an  a s su rance  of d iscon-  

t i nuance  of any a c t  o r  p r a c t i c e  dec l a red  t o  be unlawful by t h i s  

a c t .  Such a s su rance  may inc lude  a  s t i p u l a t i o n  f o r  t h e  vol!untary 

payment by t h e  a l l e g e d  v i o l a t o r  o f  t h e  c o s t s  o f  i n v e s t i g a t i o n  by 

t h e  a t t o r n e y  gene ra l ,  and any amount o r  amounts necessary  t o  re-

s t o r e  t o  any person any money o r  r e a l  o r  pe r sona l  p rope r ty  which 

may have been acqui red  by such a l l e g e d  v i o l a t o r  by means of any 

21 such a c t  o r  p r a c t i c e .  Evidence of a  v i o l a t i o n  of such assurance  

22 s h a l l  c o n s t i t u t e  prima f a c i e  evidence of an a c t  o r  p r a c t i c e  

23 d e c l a r e d  t o  b e  unlawful  by t h i s  a c t  i n  any c i v i l  a c t i o n  o r  pro- 

24 ceeding t h e r e a f t e r  commenced by t h e  a t t o r n e y  gene ra l .  

25 SECTION 9, Claims n o t  ba r r ed ,  The p r o v i s i o n s  of t h i s  a c t  

26 s h a l l  no t  b a r  any c l a im  a g a i n s t  any person who has  acqui red  any 

27 moneys o r  r e a l  o r  persona l  p rope r ty  by means of any p r a c t i c e  

28 dec la red  t o  be unlawful by t h i s  a c t .  

29 
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SECTIW 10. 3-9-2 ( I ) , Colorado Revised S t a t u t e s  1963, i s  

amended BY THE ADDITION OF A NEW PARAGRAPH t o  read: 

3-9-2, Off ices  and d i v i s i o n s .  (1)  ( f )  The consumer f raud 

d i v i s i o n ,  t h e  head of  which s h a l l  be t h e  consumer counsel ap- 

pointed by t h e  a t t o r n e y  genera l  from among h i s  s t a f f .  The con- 

sumer f raud d i v i s i o n  and t h e  consumer counsel s h a l l  have such 

powers and such a u t h o r i t y  a s  s h a l l  be provided by law. 

SECTION 11. E f f e c t i v e  da te .  This  a c t  s h a l l  t ake  e f f e c t  on 

J u l y  1, 1967, 

SECTION 12, Sa fe ty  clausq.  The genera 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 preserva t ion  c(f t h e  publ ic  peace, hea l th ,  and 

sa fe ty .  
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A BILL FOR AN ACT 

CONCERNING FRAUD I N  EFFECTING SALES, AND RELATING TO FALSE 

ADVERTISING. 

Be It Enacted b~ the General  Assembly of t h e  S t a t e  of Colorado: 

SECTION 1. 40-15-1, Colorado Revised S t a t u t e s  1963, i s  

hereby amended t o  read: 

40-15-1. Misrepresen ta t ion  t o  e f f e c t  s a l e  - penal ty .  (1 )  

Any person,  f i r m ,  co rpora t ion ,  o r  a s s o c i a t f o n ,  OR AGENT OR EM-

PLOYEE THEREOF, who, wi th  i n t e n t  t o  s e l l ,  PURCHASE, o r  i n  any 

wise d i spose  o f ,  OR TO CONTRACT WITH REFERENCE TO merchandise, 

seetiriCies REAL ESTATE, s e r v i c e ,  EMPLOYMENT, o r  anything o f f e red  

by such person,  f i r m ,  co rpora t ion ,  o r  a s s o c i a t i o n ,  OR AGENT OR 

EIGLOYEE THEREOF, d i r e c t l y  o r  i n d i r e c t l y ,  t o  t h e  publ ic  f o r  s a l e ,  

PURCHASE, er d i s t r i b u t i o n ,  OR THE HIRE OF PERSONAL SERVICES, o r  

wi th  i n t e n t  t o  i n c r e a s e  t h e  consumption CkereeZ OF OR TO CONTRACT 

WITH REFERENCE TO ANY MERCHANDISE, REAL ESTATE, SECURITIES, SER-

VICE,  OR EMPLOYMENT, o r  t b  induce t h e  pub l i c  i n  any manner t o  

e n t e r  i n t o  any o b l i g a t i o n  r e l a t i n g  t h e r e t o ,  o r  t o  acqu i r e  t i t l e  

t h e r e t o ,  o r  an i n t e r e s t  t h e r e i n ,  OR TO MAKE ANY LOAN, makes, 

publ i shes ,  d i ssemina tes ,  c i r c u l a t e s ,  o r  b l a c e s  be fo re  t h e  publ ic ,  

o r  causes ,  d i r e c t l y  o r  i n d i r e c t l y ,  t o  be made, published,  d i e -

seminated, c i r c u l a t e d ,  o r  placed be fo re  t h e  pub l i c ,  i n  t h i s  

s t a t e ,  i n  a newspaper, MAGAZINE, o r  o t h e r  pub l i ca t ion ,  o r  i n  t h e  

form of a no t i ce ,  c i r c u l a r ,  pamph-book, ka~dbi&4~-goaCer~-b4&&~ 

l e t ,  e r  l e t t e r ,  HANDBILL, POSTER, BILL, SIGN, PUCARD, CARD, 

LABEL, OR OVER ANY RADIO OR TELEVISION STATION, OR OTHER MEDIUM 

OF WIRELESS COMMUNICATION, o r  i n  any o t h e r  way SIMILAR d DISSI-

MILAR TO THE FOREGOING, an adver t i sement ,  ANNOUNCEMENT, OR STATE-

- 7 - 




1 MENT of a n y  s o r t  r e g a r d i n g  m e r c h a n d i s e ,  secur i t ies ,  service, 

2 EMPLOYMENT, o r  a n y t h i n g  so of fered  FOR USE, PURCHASE, OR SALE, 

3 OR THE INTEREST, T m M S ,  CONDITIONS UPON WHICH SUCH LOAN WILL BE 

4 MADE t o  t h e  pub l i c ,  w h i c h  advert isement  c o n t a i n s  any a s s e r t i o n ,  

5 r e p r e s e n t a t i o n ,  o r  s t a t e m e n t  OF FACT w h i c h  i s  u n t r u e ,  deceptive,  

6 o r  m i s l e a d i n g ,  OF$ IS PART OF A PLAN OR SCHEME WITH THE INTENT, 

7 DESIGN, OR PURPOSE NOT TO SELL THE MERCHANDISE, COMMODITIES, OR 

8 SERVICE S O  ADVERTISED AT THE PRICE STATED THEREIN, OR OTHERWISE 
'Z 

9 COMMUNICATED, OR WITH INTENT NOT TO SELL THE MERCHANDISE, COM-

10 tdODITIES, OR SERVICE S O  ADVERTISED, s h a l l  be g u i l t y  of a misde-

m e a n o r ,  

( 2 )  UNTRUE, DECEPTIVE, OR MISLEADING ADVERTISING, WITHIN 

THE MEANING OF T H I S  SECTION INCLUDES, BUT IS  NOT LIMITED TO, THAT 

WHICH USES, WITH OR WITHOUT THE USE OF THE WORD "VALUE" OR THE 

WORD "WORTH" OR OTHER SYNONYMOUS TERMS, ANY WORD OR WORDS, FIGURE 

OR FIGURES, WHICH FALSELY AND FRAUDULENTLY CONVEY TO ANOTHER THE 

MEANING THAT THE MERCHANDISE, SECURITIES,  SERVICE, OR OTHER 

THINGS S O  ADVERTISED ARE OF A GREATER VALUE OR WORTH THAN THEIR 

ACTUAL VALUE OR WORTH. 

SECTION 2. 40-15-3, C o l o r a d o  R e v i s e d  S t a t u t e s  1963, i s  

21 h e r e b y  a m e n d e d  t o  read: 

22 40-15-3. E x e m ~ t i o n s ,  N o t h i n g  i n  s e c t i o n s  40-15-1 t o  40-15-4 

23 s h a l l  be c o n s t r u e d  t o  a p p l y  t o  a n y  p r o p r i e t o r  o r  p u b l i s h e r  of a n y  

24 n e w s p a p e r  o r  p e r i o d i c a l ,  BROADCASTER, PRINTER, OR OTHER PERSON 

25 ENGAGED I N  THE DISSEMINATION OF INFORMATION OR REPRODUCTION OF 

26 PRINTED OR PICTORIAL MATTER who p u b l i s h e s ,  BROADCASTS, REPRODUCES, 

27 o r  c i r c u l a t e s  a n y  s u c h  a d v e r t i s e m e n t  ' w i t h o u t  k n o w l e d g e  of t h e  

u n t r u t h f u l  n a t u r e  of s u c h  a d v e r t i s e m e n t .  
28 



1 SECTION 3, S a f e t v  c l a u s e ,  The general  assembly hereby 

2 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 for 

3 the  immediate preservat ion of the  public peace, hea l th ,  and 

4 s a f e t y ,  



BILL C  


1 A BILL FOR AN ACT 

2 RELATING TO REAL ESTATE AND PROVIDING FOR THE REGISTRATION AND 


3 CONTROL OF SUBDIVISIONS. 


4 -- General Assembly of t h e  S t a t e  of Colorado; 
Be It Enacted b~ 

5 SECTION 1, c h a p t e r  '117, Coloradg Revised S t a t u t e s  1963, i s  

6 hereby amended BY THE ADDITION OF A NEW ARTICLE 3 t o  read: 

117-3-1. Def in i t ions .  ( 1 )  ( a )  A s  used i n  t h i s  a r t i c l e :  

(b )  The terms t t subdiv is ionN o r  Itsubdivided. landsm mean 

improved o r  unimproved land  o r  l ands  d iv ided  o r  proposed t o  be 

d iv ided  f o r  t h e  purpose of s a l e  o r  l e a s e  i n t o  f i v e  o r  more l o t s  

o r  p a r c e l s  of land,  which a r e  contiguous o r  which were formerly 

p a r t  of a common t r a c t  o r  which a r e  p a r t  of a common development; 

provided, t h a t  l and  o r  lands  s o l d  by l o t s  o r  p a r c e l s  of no t  l e s s  

than f o r t y  a c r e s  s h a l l  no t  be deemed t o  be a l tsubdivis ionw o r  

"subdivided l andsw wi th in  t h e  meaning of t h i s  a r t i c l e ,  

16 ( c )  The term "subdiv iderw means any person,  f i rm,  par tner -

17 sh ip ,  j o i n t  venture ,  a s s o c i a t i o n ,  o r  co rpora t ion  p a r t i c i p a t i n g  a s '  

18 owner, promoter, developer ,  o r  s a l e s  agent  i n  t h e  planning,  p l a t -  

19 t i n g ,  development, promotion, s a l e  o r  l e a s e  of a subdiv is ion ,  

20 ( d )  The term Itblanket encumbrance" means a deed of t r u s t ,  

21 t r u s t  deed, o r  mortgage o r  any o t h e r  l i e n  o r  encumbrance, mechan-

22 i c s '  l i e n  o r  o therwise ,  secur ing  o r  evidencing t h e  payment of 

23 money and a f f e c t i n g  land  t o  be subdivided,  o r  a f f e c t i n g  more than 

24 one l o t  o r  p a r c e l  of subdivided lands ,  o r  an  agreement a f f e c t i n g  

25 more than  one such l o t  o r  p a r c e l  by which t h e  owner o r  subdiv ider  

26 holds  s a i d  subdiv is ion  under an opt ion ,  c o n t r a c t  t o  s e l l  o r  

27 t r u s t  agreement; except ,  t h a t  t a x e s  and assessments  l e v i e d  by 

28 pub l i c  a u t h o r i t y  s h a l l  no t  be considered b lanke t  encumbrances. 



1 ( e )  The term ttcommissionfl means t h e  r e a l  e s t a t e  commission 

c r e a t e d  by s e c t i o n  117-1-3, C.R.S. 1963. 

117-3-2. R e q i s t r a t i o n  of subd iv i s ion  r equ i r ed .  ( 1 )  It s h a l l  

be unlawful t o  s e l l  o r  o f f e r  t o  s e l l ,  t o  l e a s e  o r  o f f e r  t o  l e a s e ,  

o r  t o  n e g o t i a t e  t h e  s a l e  o r  l e a s e  of any l o t  o r  p a r c e l  of subdi-

vided l a n d s  l o c a t e d  wi th in  o r  wi thout  t h i s  s t a t e  u n t i l  t h e  subdi-  

v i d e r  has  app l i ed  t o  t h e  commission f o r  r e g i s t r a t i o n  of t h e  

subd iv i s ion  and t h e  commission has  prepared a r e p o r t  thereon  and 

r e g i s t e r e d  t h e  subd iv i s ion .  

( 2 )  The commission s h a l l  have power t o  promulgate r u l e s  and 

r e g u l a t i o n s  c o n s i s t e n t  w i th  t h i s  a r t i c l e  t o  e f f e c t u a t e  t h e  pur- 

12 poses t h e r e o f .  

( 3 )  A subd iv ide r ' s  r e g i s t r a t i o n  under t h i s  a r t i c l e  s h a l l  i n  

no way waive any requirements ,  o rd inances ,  o r  r e s o l u t i o n s  of any 

county,  c i t y  and county,  c i t y ,  o r  town r e l a t i v e  t o  subd iv i s ions ,  

p lanning,  zoning, o r  any o t h e r  r e g u l a t o r y  powers. 

( 4 )  The commission s h a l l  n o t i f y  t h e  proper  county,  c i t y  and 

county,  c i t y ,  o r  town a u t h o r i t i e s  of t h e  r e g i s t r a t i o n  o r  t h e  

d e n i a l ,  suspension,  o r  r evoca t ion  of t h e  r e g i s t r a t i o n  of any sub- 

d i v i s i o n .  

117-3-3. App l i ca t ion  f o r  r e q i s t r a t i o n .  ( 1 )  App l i ca t ion  f o r  

r e g i s t r a t i o n  s h a l l  be made on such forms a s  s h a l l  be provided by 

t h e  commission and s h a l l  be du l y  v e r i f i e d  by oa th  of t h e  a p p l i -  

c a n t ,  o r  i f  t h e  a p p l i c a n t  i s  n o t  a  n a t u r a l  person,  by a  p a r t n e r  

25 o r  o f f i c e r  of t h e  a p p l i c a n t .  

26 ( 2 )  ( a )  The a p p l i c a t i o n  s h a l l  i nc lude  t h e  fo l lowing  i n f o r -  

27 mation: 

28 ( b )  The name of t h e  a p p l i c a n t  and i d e n t i f i c a t i o n  of t h e  
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a p p l i c a n t  a s  a  person,  f i rm ,  p a r t n e r s h i p ,  a s s o c i a t i o n ,  o r  corpo- 

r a t i o n ;  
\ 

( c )  The p r i n c i p a l  o f f i c e  of t h e  a p p l i c a n t  wherever s i t u a t e d ,  

and t h e  l o c a t i o n  of t h e  p r i n c i p a l  o f f i c e  and of any branch o f f i -  

c e s ,  and i f  a  co rpo ra t ion ,  t h e  s t a t e  i n  which incorpora ted ;  

( d )  The name and s t y l e  of doing bus ines s ,  and t h e  name of 

t h e  subd iv i s ion ,  i f  any; 

( e )  The name, r e s idence  add res s ,  and b u s i n e s s  add res s  of 

each person i n t e r e s t e d  i n  t h e  subd iv i s ion  o r  i n  t h e  bus ines s  of 

t h e  subd iv ide r  a s  p r i n c i p a l ,  p a r t n e r ,  o f f i c e r ,  o r  d i r e c t o r ,  

spec i fy ing  which c a p a c i t y  and any t i t l e ,  and of each person who 

owns o r  c o n t r o l s  twenty p e r  c e n t  o r  more of  t h e  ou t s t and ing  

s h a r e s  of s t o c k  of any c o r p o r a t e  a p p l i c a n t ;  

( f )  Accompanying documents ev idenc ing  t h e  t i t l e  o r  o t h e r  

i n t e r e s t  of t h e  a p p l i c a n t  i n  t h e  subd iv i s ion ;  

( 9 )  Where l e g a l  t i t l e  t o  t h e  subd iv i s ion ,  evidenced by a  

g e n e r a l  warranty  deed,  does  n o t  p r e s e n t l y  v e s t  i n  t h e  a p p l i c a n t ,  

a copy of any documents which c r e a t e  i n  t h e  a p p l i c a n t  a t i t l e  

i n t e r e s t  i n  t h e  subd iv i s ion ;  

( h )  A w r i t t e n  s ta tement  o r  op in ion  of any a t t o r n e y  a t  law, 

l i c e n s e d  t o  p r a c t i c e  law i n  t h e  s t a t e  i n  which t h e  subd iv i s ion  i s  

l o c a t e d ,  and subscr ibed  by him, which s t a t e s  t h e  a t t o r n e y ' s  

op in ion  of t h e  s t a t u s  of  t i t l e  i n  s a i d  subd iv i s ion ;  o r ,  i n  l i e u  

t h e r e o f ,  a copy of any t i t l e  insurance '  commitment i s sued  by a 

t i t l e  insurance  company a u t h o r i z e d  t o  t r a n s a c t  t i t l e  insurance  

bus ines s  i n  t h e  s t a t e  i n  which t h e  subd iv i s ion  i s  l o c a t e d ,  upon 

which commitment one o r  more t i t l e  insurance  p o l i c i e s  w i l l  o r  

may be i s sued  upon t h e  l o t s  o r  p a r c e l s  t o  be s o l d  i n  s a i d  subdi-  

v i s i o n ;  
- 13 -



1 ( i )  A s t a t emen t  a t t e s t i n g  t h a t  t h e  s u b d i v i s i o n  h a s  been 

2, surveyed by a  r e g i s t e r e d  o r  l i c e n s e d  l and  su rveyo r  and t h a t  a  

3 p l a t  o f  t h e  s u b d i v i s i o n  h a s  been f i l e d  w i th  t h e  county c l e r k  and 

4 r e c o r d e r  of  t h e  county  i n  which t h e  s u b d i v i s i o n  o r  any p a r t  

5 t h e r e o f  i s  l o c a t e d ,  which s t a t emen t  s h a l l  be  accompanied by a  copy 

6 of such p l a t ;  


7 ( j )  A s t a t emen t  a t t e s t i n g  t h a t  t h e  a p p l i c a n t  has  complied 


8 wi th  a l l  s t a t e ,  county ,  o r  munic ipa l  requ i rements  f o r  subdivided 


9 l a n d s  and t h e  s a l e  t h e r e o f  p r i o r  t o  o f f e r i n g  such l a n d s  f o r  s a l e  

10 o r  l e a s e ;  

(k) Sample c o p i e s  of  c o n t r a c t s  o f  s a l e ,  r e c e i p t  and o p t i o n  ' 

c o n t r a c t s ,  deeds ,  and o t h e r  l e g a l  documents t o  be used t o  e f f e c t u -  

a t e  t h e  s a l e  o r  t r a n s f e r  of  t i t l e  i n t e r e s t  i n  s a i d  subd iv ided  

l a n d s ,  t o g e t h e r  w i t h  a  s t a t e m e n t  of t h e  a p p l i c a n t ' s  agreement t o  

i n c l u d e  i n  each  such  document s i gned  by o r  d e l i v e r e d  t o  a pur-

c h a s e r ,  a c l e a r  r e c i t a l  of t h e  l e g a l  d e s c r i p t i o n  of  t h e  p rope r ty  

involved and of  t h e  encumbrances o u t s t a n d i n g  a t  t h e  d a t e  o f  t h e  

document; 

( 1 )  A s t a t e m e n t  of any w a r r a n t i e s  proposed t o  be made t o  

a d v e r t i s e  t h e  s a l e  of  s a i d  l o t s ;  

(m) A t r u e  s t a t e m e n t  of t h e  p r o v i s i o n s  f o r  l e g a l  a c c e s s ,  

sewage d i s p o s a l ,  and p u b l i c  u t i l i t i e s ,  i n c l u d i n g  wa te r ,  e l e c t r i -

c i t y ,  g a s ,  and t e l ephone  f a c i l i t i e s ,  i n  t h e  proposed subd iv i s ion .  

( n )  The commission may r e q u i r e  a d d i t i o n a l  neces sa ry  i n f o r -  

mation by s u b m i t t i n g  a  q u e s t i o n n a i r e  t o  t h e  subd iv ide r .  

117-3-4. I n v e s t i q a t i o n  of apwl i chn t  and s u b d i v i s i o n .  ( 1 )  

The commission may a c q u i r e  and procure  such ev idence  it deems 

28 neces sa ry  concern ing  t h e  t r u t h f u l n e s s ,  honesty,, and p a s t  f i n a n -  



1 c i a 1  record  of any a p p l i c a n t  f o r  r e g i s t r a t i o n  of a subdiv is ion ,  

2 o r ,  i f  t h e  a p p l i c a n t  i s  o t h e r  t han  a  n a t u r a l  person,  of any 

3 person,  d i r e c t o r ,  o f f i c e r ,  member, o r  s tockho lde r  where such 

4 s tockho lde r  has  o r  e x e r c i s e s ,  d i r e c t l y  o r  i n d i r e c t l y ,  a con t ro l -

5 l i n g  i n t e r e s t  i n  such a p p l i c a n t .  

6 (2)  The commission may i n v e s t i g a t e  and examine any subdivi-  

7 s i o n  o r  proposed subd iv i s ion  f o r  which a p p l i c a t i o n  f o r  r e g i s t r a -  

8 t i o n  has  been made. 

9 117-3-5. Report  of commission. ! ( 1 )  Upon an  exam+nation of 

10 t h e  subd iv i s ion  o r  proposed subd iv i s ion ,  t h e  commission s h a l l ,  

11 pursuant  t o  s e c t i o n  117-3-11, p repare  a  r e p o r t  t he reon  and i s s u e  

12 a t  l e a s t  one copy the reo f  t o  t h e  a p p l i c a n t .  Sa id  r e p o r t  s h a l l  be 

13 a p u b l i c  record  and a  copy t h e r e o f  s h a l l  be i s sued  t o  any person 

r eques t ing  t h e  same upon t h e  payment t o  t h e  commission of a f e e  

of f i f t y  c e n t s  f o r  each page. 

(2)  ( a )  The i s suance  o f  any such r e p o r t  s h a l l  no t  be deemed 

t o  be a  f i n d i n g  t h a t  t h e  in format ion  conta ined  i n  o r  accompanying 

any a p p l i c a t i o n  f o r  r e g i s t r a t i o n  of a subd iv i s ion ,  o r  any amend- 

ment t h e r e t o ,  i s  t r u e  and a c c u r a t e  o r  t h a t  it does  n o t  c o n t a i n  an 

un t rue  s ta tement  of f a c t  o r  omit  t o  i t a t e  a  m a t e r i a l  f a c t ,  o r  be 

he ld  t o  mean t h a t  t h e  commission has  i n  any way passed upon t h e  

m e r i t s  o f ,  o r  g iven approva l  t o ,  such subd iv i s ion  o r  subdiv ider .  

( b )  It s h a l l  be unlawful  f o r  any person i n  a d v e r t i s i n g ,  

o f f e r i n g ,  s e l l i n g ,  o r  l e a s i n g  any subd iv i s ion  o r  subdivided l ands ,  

25 o r  any l o t  o r  p a r c e l  i n  a  subd iv i s ion  t o  make o r  cause  t o  be made 

26 any r e p r e s e n t a t i o n  o r  i m p l i c a t i o n  i n  any manner whatsoever con- 

27 t r a r y  t o  t h e  p r o v i s i o n s  of paragraph ( a )  of t h i s  subsec t ion  (2).  

28 117-3-6. D i sc losu re  t o  purchaser .  ( 1 )  It s h a l l  be unlawful 



f o r  any subd iv ide r  t o  s e l l  o r  l e a s e  any l o t  o r  p a r c e l  of land i n  

any subd iv i s ion  u n l e s s  t h e  l e a s e  o r  c o n t r a c t  of s a l e  and t h e  in-  

s t rument  of conveyance s h a l l  d i s c l o s e  and i d e n t i f y  any deed of 

t r u s t ,  t r u s t  deed,  o r  mortgage, o r  o t h e r  c r e d i t o r ' s  l i e n  a f f e c t -  

i ng  t h e  l o t  o r  p a r c e l  s o l d  o r  l ea sed .  

(2) It s h a l l  be unlawful f o r  any subd iv ide r  t o  sel l  o r  

l e a s e  any l o t  o r  p a r c e l  of l and  i n  any subd iv i s ion  u n l e s s  t h e  

l e a s e  o r  c o n t r a c t  of s a l e  and t h e  ins t rument  of conveyance s h a l l  

d i s c l o s e  t h e  e x i s t e n c e  of s p e c i a l  assessments  o r  bonded indebted- 

n e s s  l e v i e d  by any p o l i t i c a l  subd iv i s ion  o r  p u b l i c  a u t h o r i t y  which 

a f f e c t s  such l o t  o r  p a r c e l  s o l d  o r  l ea sed .  

117-3-7. Release  c l a u s e .  It s h a l l  be unlawful  f o r  any sub- 

d i v i d e r  t o  s e l l  o r  l e a s e  any l o t  o r  pa rke l  of l and  i n  any subdivi-  

s i o n  which i s  s u b j e c t  t o  a  b l anke t  encumbrance u n l e s s  t h e r e  

e x i s t s  i n  such b l anke t  encumbrance o r  o t h e r  supplementary agree-  

16 ment a p rov i s ion ,  h e r e i n a f t e r  r e f e r r e d  t o  a s  a  r e l e a s e  c l a u s e ,  

17 'which by i t s  terms s h a l l  uncond i t i ona l ly  provide t h a t  t h e  purchaser  

18 o r  l e s s e e  of such a  l o t  o r  p a r c e l  can o b t a i n  l e g a l  t i t l e  o r  o t h e r  

19 i n t e r e s t  c o n t r a c t e d  f o r ,  f r e e  and c l e a r  of  such b l anke t  encum-

20 brance,  upon compliance wi th  t h e  terms and cond i t i ons  of t h e  pur- 

chase  o r  l e a s e .  

117-3-8. Escrow. t r u s t .  o r  bond requirements .  ( 1 )  ( a )  It 

s h a l l  be unlawful t o  s e l l  o r  l e a s e  any l o t  o r  p a r c e l  of subdivided 

l and  u n l e s s  one of t h e  fo l lowing  cond i t i ons  i s  complied with:  

( b )  A l l  sums of money paid  o r  advanced by any purchaser  o r  

l e s s e e  s h a l l  n o t  be commingled w i t h  funds  of t h e  s e l l e r  o r  l e s s o r  

bu t  s h a l l  be depos i t ed  i n  a  s e p a r a t e  account ,  i d e n t i f i e d  a s  a  I 

t r u s t e e  o r  escrow account ,  w i th  a commercial bank cha r t e r ed  by a  



1 s t a t e  o r  t h e  f e d e r a l  government, on a  demand d e p o s i t  b a s i s ,  un-

2 less t h e  money i s  depos i t ed  under a w r i t t e n  t r u s t  o r  escrow agree- 

3 ment w i th  such a  bank having t r u s t  powers and which i s  under t h e  

4 supe rv i s ion  of a s t a t e  banking commission o r  commissioner, o r  t h e  

5 United S t a t e s  compt ro l l e r  of t h e  cur rency ,  u n t i l  t h e  t i t l e  o r  

6 o t h e r  i n t e r e s t  c o n t r a c t e d  f o r ,  whether t i t l e  of r eco rd ,  e q u i t a b l e  

7 t i t l e ,  o r  o t h e r  i n t e r e s t ,  i s  d e l i v e r e d  t o  t h e  purchaser  o r  les-

see ,  and, i n  t h e  c a s e  of a s a l e ,  u n t i l  t h e  proper  r e l e a s e  i s  

ob ta ined  from any e x i s t i n g  encumbrance; o r  

( c )  The t i t l e  t o  t h e  s u b d i v i s i o n  i s  he ld  i n  escrow o r  t r u s t  

under an agreement of escrow o r  t r u s t ,  a ccep tab le  t o  t h e  commis- 

s i o n ,  u n t i l  a  p roper  r e l e a s e  from any e x i s t i n g  encumbrance i s  

ob ta ined  and t i t l e  o r  o t h e r  i n t e r e s t  c o n t r a c t e d  f o r  i s  d e l i v e r e d  

t o  such purchaser  o r  l e s s e e ;  o r  

( d )  A bond payable t o  t h e  s t a t e  of  Colorado f o r  t h e  b e n e f i t  

and p r o t e c t i o n  of purchasers  o r  l e s s e e s  of such 1 o t s . o r  p a r c e l s ,  

condi t ioned  upon t h e  r e t u r n  of any money pa id  o r  advanced by any 

such purchaser  o r  l e s s e e  f o r  o r  on account  of t h e  purchase o r  

l e a s e  of any such l o t  o r  p a r c e l . i n  t h e  even t  t h e  subd iv ide r  s h a l l  

n o t ,  w i t h i n  t h e  time s p e c i f i e d  i n  h i s  c o n t r a c t  t o  se l l  o r  l e a s e ,  

o r  any ex t ens ion  t h e r e o f ,  d e l i v e r  t h e  t i t l e  o r  o t h e r  i n t e r e s t  

con t r ac t ed  f o r ,  whether t h e  t i t l e  of  record ,  e q u i t a b l e  t i t l e ,  o r  

o t h e r  i n t e r e s t ,  t o  such purchaser  o r  l e s s e e  f o r  any reason o t h e r  

t han  t h e  i ncu r r ed  d e f a u l t  of such purchaser  o r  lessee. The bond 

25 s h a l l  be i n  an amount, determined by t h e  commission, s u f f i c i e n t  

26 t o  provide ample p r o t e c t i o n  f o r  a l l  such purchasers  o r  l e s s e e s ,  

27 o r  both ,  b u t  i n  no even t  more than  one hundred thousand d o l l a r s .  

28 (2)  Records r e l a t i v e  t o  escrow d e p o s i t s ,  bonds, o r  escrow 



1 o r  t r u s t  agreements s h a l l  be mainta ined by t h e  subd iv ide r  f o r  

2 f u t u r e  use  o r  i n s p e c t i o n  by an au tho r i zed  r e p r e s e n t a t i v e  of t h e  

3 	commission. Such r eco rds  s h a l l  c o n t a i n  such informat ion a s  may be 

r equ i r ed  by t h i s  a r t i c l e  and a s  p re sc r ibed  by r u l e s  and regula -  

t i o n s  of t h e  commission. 

117-3-9. Fees - expenses of i n v e s t i q a t i o n .  (1) Every a p p l i -  

c a n t  s h a l l  submit w i t h  h i s  a p p l i c a t i o n  r e g i s t r a t i o n  f e e  of 

seventy- f ive  d o l l a r s  p l u s  one d o l l a r  f o r  each l o t  o r  p a r c e l  i n  ex- 

c e s s  of  f i f t y  l o t s  o r  p a r c e l s  f o r  each subdiv is ion .  Sa id  f e e  

s h a l l  no t  be refundable .  

( 2 )  I f  t h e  a p p l i c a n t  proposes t o  s e l l  o r  l e a s e  i n  t h i s  s t a t e  

l o t s  o r  p a r c e l s  i n  any subd iv i s ion  l o c a t e d  o u t s i d e  t h i s  s t a t e ,  t h e  

commission may r e q u i r e  an i n v e s t i g a t i o n  and i n s p e c t i o n  of any 

such subd iv i s ion .  When an  i n v e s t i g a t i o n  o r  i n s p e c t i o n  of a subdi-

v i s i o n  o r  t h e  r eco rds  of a s u b d i v i d e r  s h a l l  be r e q u i r e d  by t h e  

commission, t h e r e  s h a l l  be submit ted i n  a d d i t i o n  t o  t h e  r e g i s t r a -  

t i o n  f e e  an amount e q u i v a l e n t  t o  f i f t e e n  c e n t s  p e r  mile  f o r  each 

mile  going and r e t u r n i n g ,  p l u s  an amount n o t  t o  exceed twenty-f ive  

19 d o l l a r s  p e r  day f o r  each day consumed i n  t h e  i n v e s t i g a t i o n  and 

20 in spec t ion  of such subd iv i s ion  o r  records .  The commission s h a l l  

21  e s t i m a t e  t h e  mileage from t h e  o f f i c e  of t h e  commission t o  t h e  

22 subd iv i s ion ,  o r  t h e  p l ace  where such r eco rds  a r e  mainta ined,  and 

23 t h e  r e t u r n  mileage therefrom,  and t h e  t ime necessary  t o  complete 

24 t h e  i n v e s t i g a t i o n  and i n s p e c t i o n ,  and s h a l l  n o t i f y  t h e  a p p l i c a n t  

2 5  of such amount. 

26 ( c )  A l l  r e g i s t r a t i o n s  of subd iv i s ions  made under  t h e  provi-  

27 s i o n s  of t h i s  a r t i c l e  s h a l l  e x p i r e  twelve months a f t e r  t h e  d a t e  

28 on which t h e  r e p o r t  of t h e  commission on such subd iv i s ion  i s  



1 i s sued .  Each r e g i s t r a t i o n  of a subd iv i s ion  may be renewed upon 

2 t h e  payment of a f e e  of  twenty-f ive  d o l l a r s  and t h e  f i l i n g  of an 

3 a p p l i c a t i o n  f o r  renewal of r e g i s t r a t i o n  no t  l a t e r  t han  t h e  expi-

4 r a t i o n  d a t e  of t h e  p r i o r  r e g i s t r a t i o n .  

5 ( d )  Any a p p l i c a t i o n  f o r  amendment t o  t h e  r e p o r t  of t h e  com-

6 mission on any subd iv i s ion  s h a l l  be accompanied by t h e  payment of 

7 a f e e  of twenty-f ive  d o l l a r s .  

8 ( e )  A l l  moneys r ece ived  pursuant  t o  t h i s  a r t i c l e  s h a l l  be 

depos i t ed  i n  t h e  s t a t e  t r e a s u r y  t o  t h e  c r e d i t  of t h e  r e a l  e s t a t e  

l i c e n s e  fund,  c r e a t e d  pursuant  t o  s e c t i o n  117-1-9, C.R.S. 1963. 

117-3-10. Consent t o  s e r v i c e  of process .  Every nonres iden t  

a p p l i c a n t ,  i nc lud ing  c o r p o r a t i o n s  not c h a r t e r e d  under t h e  laws! of  

t h i s  s t a t e ,  s h a l l  f i l e  wi th  t h e  s e c r e t a r y  of  s t a t e  an i r r e v o c a b l e  

consen t  t o  t h e  s e r v i c e  o f  p rocess  upon such a p p l i c a n t  i n  any 

a c t i o n  i n  any c o u r t  of t h i s  s t a t e  by t h e  s e r v i c e  t he reo f  upon t h e  

s e c r e t a r y  of s t a t e  and by mai l ing  of a copy the reo f  by c e r t i f i e d  

mai l ,  r e t u r n  r e c e i p t  r eques t ed ,  t o  t h e  a p p l i c a n t  a t  t h e  bus iness  

o r  r e s idence  add res s  conta ined  i n  t h e  a p p l i c a t i o n  form. 

19 117-3-11. R e s i s t r a t i o n  - i s suance  of  r e p o r t  of commissioq. 

20 ( 1 )  ( a )  The commission s h a l l  p r epa re  a  p roper  r e p o r t  on each ap-

21 p l i c a t i o n  f o r  subd iv i s ion  r e g i s t r a t i o n ,  except  where, upon exami-

22 n a t i o n  and i n v e s t i g a t i o n ,  t h e  commission s h a l l  f ind :  

23 ( b )  The a p p l i c a n t  cannot  convey good and merchantable t i t l e  

24 according t o  t h e  r e p r e s e n t a t i o n s  and w a r r a n t i e s  proposed t o  be 

25 made o r  a s  provided by t h e  c o n t r a c t s  of s a l e ,  deeds,  o r  o t h e r  

26 documents proposed t o  be used i n  t h e  s a l e  o r  t r a n s f e r  of  t i t l e  o r  

27 o t h e r  i n t e r e s t  i n  any subd iv i s ion  l o t  o r  p a r c e l  proposed t o  be 

28 s o l d  o r  l e a s e d ;  o r  

29 



1 ( c )  The a p p l i c a n t  o r ,  where t h e  a p p l i c a n t  is n o t  a n a t u r a l  

2 person,  any p a r t n e r ,  d i r e c t o r ,  o f f i c e r ,  member, o r  s tockholder ,  

3 where such s tockho lde r  has  o r  e x e r c i s e s ,  d i r e c t l y  o r  i n d i r e c t l y ,  

4 a c o n t r o l l i n g  i n t e r e s t  i n  such a p p l i c a n t ,  does n o t  have a  good 

5 r e p u t a t i o n  f o r  t r u t h f u l n e s s ,  honesty ,  and f i n a n c i a l  r e s p o n s i b i i t y ,  

6 o r  where t h e  a p p l i c a n t  i s  i n s o l v e n t ;  o r  

7 ( d )  The a p p l i c a n t  proposes t o  make r e p r e s e n t a t i o n s  which do 

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

9 and q u a l i t y  of t h e  l o t s  o r  p a r c e l s  i n  t h e  subd iv i s ion ,  o r  which 

10 a r e  l i k e l y  t o  mis lead p rospec t ive  purchasers  o r  lessees concerning 

11 any m a t e r i a l  f a c t o r  i n  t h e  t r a n s a c t i o n ;  o r  

( e )  The a p p l i c a n t  concea l s  o r  omi t s  t o  d i s c l o s e  any m a t e r i a l  

f a c t ,  t h e  d i s c l o s u r e  of which might s u b s t a n t i a l l y  a f f e c t  t h e  de- 

c isj-ons of p rospec t ive  pu rchase r s  o r  lessees; o r  

( f )  The a p p l i c a n t  engages o r  proposes i n  any way t o  engage 

i n  a d v e r t i s i n g  which i s  f a l s e  o r  mis lead ing ;  o r  

( g )  The a p p l i c a n t  proposes  t o  engage i n  any a c t s  o r  p r a c t i -  

c e s  which a r e  i n  v i o l a t i o n  of t h e  laws of t h i s  s t a t e  o r  t h e  r u l e s  

and r e g u l a t i o n s  of t h e  commission. 

117-3-12. Amendment t o  r e g i s t r a t i o n .  (1) A f t e r  t h e  i s s u -  

ance of t h e  r e p o r t  of t h e  commission, it s h a l l  be unlawful f o r  

any subd iv ide r  t o  change t h e  name of t h e  subd iv i s ion ,  o r  t h e  plan 

of o f f e r i n g ,  o r  any of t h e  requi rements  enumerated i n  s e c t i o n  

117-3-3, wi thout  f i r s t  n o t i f y i n g  t h e  commission i n  w r i t i n g  of  t h e  

in tended change o r  changes.  Within t e n  days  a f t e r  r e c e i v i n g  t h e  

n o t i c e  of change, t h e  commission s h a l l  e i t h e r  approve t h e  change 

o r  r e q u i r e  t h e  s u b d i v i d e r  t o  comply wi th  t h e  procedure  r equ i r ed  

f o r  an o r i g i n a l  a p p l i c a t i o n ,  and s h a l l  n o t i f y  t h e  subd iv ide r  of 

29 i t s  a c t i o n .  - 20 -




,(2) It s h a l l  be t h e  d u t y  of t h e  a p p l i c a n t  t o  f i l e  promptly 

w i th  t h e  commission an amendment t o  t h e  a p p l i c a t i o n  f o r  r e g i s t r a -  

t i o n ,  v e r i f i e d  under o a t h  a s  i n  t h e  c a s e  of t h e  o r i g i n a l  app l i ca -  

t i o n ,  s e t t i n g  f o r t h  any change of  ownership r e s u l t i n g  i n  any 

pe r son ' s  owning o r  c o n t r o l l i n g  twenty p e r  c e n t  o r  more of t h e  

f i n a n c i a l  i n t e r e s t  i n  t h e  subd iv i s ion  o r  i n  t h e  subd iv ide r ,  if a 

co rpo ra t ion ,  occu r r ing  a f t e r  t h e  f i l i n g  of t h e  prev ious  app l i ca -  

t i o n .  Such amendment s h a l l  be f i l e d  w i t h i n  t e n  days  a f t e r  such 

change of ownership. 

( 3 )  The secu r ing  of a c o n s t r u c t i o n  loan  o r  improvement loan  

and t h e  execut ion  of a deed of  t r u s t ,  t r u s t  deed,  o r  mortgage 

a f f e c t i n g  a  r e g i s t e r e d  subd iv i s ion  a s  s e c u r i t y  t h e r e f o r  s h a l l  no t  

be cons idered  a  change of ownership no r  a  change of m a t e r i a l  f a c t  

o r  r e p r e s e n t a t i o n  under  t h i s  s e c t i o n  u n l e s s  t h e  proceeds of such 

loan  o r  l o a n s  a r e  n o t  t o  be used f o r  t h e  c o n s t r u c t i o n  of improve-

16 ments on t h e  l o t s  o r  p a r c e l s  i n  s a i d  subd iv i s ion .  

17  117-3-13. I n v e s t i s a t i o n  - suspension o r  r evoca t ion  of 

18 r e q i s t r a t i o n .  (1) The commission may i n v e s t i g a t e  any subd iv i s ion  

19 i n  which l o t s  o r  p a r c e l s  a r e  o f f e r e d  f o r  s a l e  o r  l e a s e  i n  t h i s  

20 s t a t e .  It s h a l l  be t h e  du ty  of t h e  commission t o  suspend o r  re-

21 voke t h e  r e g i s t r a t i o n  of any subd iv i s ion  i f  t h e  commission f i n d s  

22 from i n v e s t i g a t i o n  t h a t  t h e  subd iv ide r  has  f a i l e d  t o  comply wi th  

23 t h e  p rov i s ions  of t h i s  a r t i c l e  o r  has  f a i l e d  t o  conduct t h e  s a l e  

24 o r  l e a s i n g  of  l o t s  o r  p a r c e l s  i n  s a i d  subd iv i s ion  according t o  

25 t h e  p lan  of o f f e r i n g  s p e c i f i e d  i n  t h e  a p p l i c a t i o n  f o r  r e g i s t r a t i o n ,  

26 o r  amendments t h e r e t o ,  o r  where a  change of f a c t s  occu r r ing  a f t e r  

27. t h e  r e g i s t r a t i o n  c r e a t e s  grounds upon which t h e  o r i g i n a l  r e g i s t r a -  

28 t i o n  would have been denied.  

29 



(2)  Whenever t h e  commission s h a l l  f i n d  t h a t  any subdiv ider  

o r  any o t h e r  person i s  v i o l a t i n g  o r  i s  about t o  v i o l a t e  any of 

t h e  provis ions  of t h i s  a r t i c l e  o r  any r u l e  o r  r e g u l a t i o n  of t h e  

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

i n  a  subdiv is ion  would c o n s t i t u t e  grounds f o r  d e n i a l ,  suspension, 

o r  revoca t ion  of t h e  r e g i s t r a t i o n  t h e r e o f ,  t h e  commission may 

o rde r  t h e  subd iv ide r  o r  o t h e r  person t o  d e s i s t  and r e f r a i n  from 

t h e  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  o r  t h e  r u l e s  and 

r e g u l a t i o n s  of t h e  commission, o r  from t h e  f u r t h e r  s a l e  o r  l e a s i n g  

of l o t s  o r  p a r c e l s  i n  s a i d  subdiv is ion .  

( 3 )  A f t e r  such an o rde r  i s  i ssued ,  t h e  subdiv ider  o r  person 

named t h e r e i n ,  wi th in  t h i r t y  days a f t e r . r e c e i p t  of t h e  o rde r ,  may 

f i l e  a  w r i t t e n  r e q u e s t  f o r  a hear ing.  The. commission s h a l l  hold 

a  hear ing wi th in  t h i r t y  days t h e r e a f t e r ,  u n l e s s  t h e  person re-

ques t ing  t h e  hear ing  s h a l l  r e q u e s t  a  postponement u n t i l  a  l a t e r  

da te .  I f  t h e  hear ing  i s  no t  he ld  wi th in  s a i d  t h i r t y  days o r  on o r  

before  such l a t e r  d a t e ,  o r  i f  t h e  d e c i s i o n  of t h e  commission i s  

18 no t  rendered wi th in  t h i r t y  days a f t e r  such hear ing ,  t h e  o r d e r  

19 s h a l l  be rescinded.  

20 117-3-14. Hearinqs - hearinq o f f i c e r .  ( 1 )  When an appl ica-  

21 t i o n  f o r  r e g i s t r a t i o n ,  o r  an amendment t h e r e t o ,  o r  an a p p l i c a t i o n  

22 f o r  t h e  renewal of r e g i s t r a t i o n  has  been denied,  t h e  a p p l i c a n t  

2 3  s h a l l  be n o t i f i e d  i n  w r i t i n g  of such d e n i a l  by mai l ing such n o t i c e  

24 t o  t h e  a p p l i c a n t  a t  t h e  bus iness  address  contained i n  t h e  appl ica-  

25  t i o n ,  by c e r t i f i e d  mai l ,  r e t u r n  r e c e i p t  requested.  Within t h i r t y  

26 days a f t e r  t h e  n o t i c e  has been mailed,  t h e  a p p l i c a n t  may p e t i t i o n  

27 t h e  commission t o  s e t  a  d a t e  and a  p l ace  f o r  t h e  hear ing ,  a f ford-

28 ing  t h e  a p p l i c a n t  an oppor tuni ty  t o  be heard i n  person o r  by 

29 counsel .  
- 22 -




(2) Before suspending o r  revoking any r e g i s t r a t i o n ,  t h e  com- 

miss ion s h a l l  g i v e  w r i t t e n  n o t i c e  t o  t h e  a p p l i c a n t  o r  subd iv ide r  

of t h e  charges  a g a i n s t  him and s h a l l  a f f o r d  him an oppor tun i ty  t o  

be heard i n  person o r  by counse l .  Such n o t i c e  may be se rved  by 

d e l i v e r i n g  it p e r s o n a l l y  t o  t h e  a p p l i c a n t  o r  s u b d i v i d e r  a t  l e a s t  

t e n  days  b e f o r e  t h e  d a t e  s e t  f o r  hea r ing ,  o r  by mai l ing  such 

n o t i c e  by r e g i s t e r e d  mai l ,  r e t u r n  r e c e i p t  r eques t ed ,  a t  l e a s t  f i f -  

t e e n  days  b e f o r e  t h e  d a t e  s e t  f o r  hea r ing ,  t o  t h e  bus ines s  address  

of t h e  a p p l i c a n t  o r  s u b d i v i d e r  shown on t h e  a p p l i c a t i o n  f o r  r e g i s -  

t r a t i o n .  

( 3 )  A hea r ing  o f f i c e r ,  appoin ted  pursuant  t o  s e c t i o n  117-1-

13, C . R . S .  1963, s h a l l  conduct  a l l h e a r i n g s  f o r  t h e  d e n i a l ,  sus-

pension,  o r  r evoca t ion  of any s u b d i v i s i o n  r e g i s t r a t i o n  i n  t h e  man- 

n e r  p re sc r ibed  by law. 

( 4 )  Upon t h e  r e q u e s t  of  any p a r t y  be fo re  any hear ing  has  

commenced, e i t h e r  t h e  commission o r  t h e  hea r ing  o f f i c e r  s h a l l  

i s s u e  subpoenas and subpoenas duces tecum pursuant  t o  law. After 

a  hear ing  has  commenced, on ly  t h e  hear ing  o f f i c e r  conduct ing t h e  

hear ing  may i s s u e  any subpoena o r  subpoena duces tecum. 

(5)  Upon t h e  v e r i f i e d  p e t i t i o n  of any p a r t y ,  t h e  commission 

may o r d e r  t h a t  t h e  tes t imony of  any m a t e r i a l  w i t n e s s  r e s i d i n g  

w i t h i n  o r  wi thout  t h i s  s t a t e  be t aken  by d e p o s i t i o n  i n  t h e  manner 

p re sc r ibed  by t h e  Colorado r u l e s  of c i v i l  procedure ,  i n s o f a r  a s  

p r a c t i c a b l e .  

( 6 )  The tes t imony and proceedings  a t  any hear ing  s h a l l  be 

recorded and t r a n s c r i b e d  by a c e r t i f i e d  c o u r t  r e p o r t e r  and f i l e d  

i n  t h e  r eco rds  of t h e  commission. The hea r ing  o f f i c e r  s h a l l  con- 

d u c t  any hear ing  a s  p r e s i d i n g  o f f i c e r  and s h a l l  make h i s  f i n d i n g s  



1 of f a c t s  and recommendations, and s h a l l  d e l i v e r  t h e  same and a  

complete record  of a l l  proceedings  so conducted t o  t h e  commission 

wi th in  twenty days  a f t e r  any hear ing .  No r e g i s t r a t i o n  s h a l l  be 

den ied ,  suspended, o r  revoked u n t i l  t h e  commission s h a l l  have 

made i t s  dec i s ion  and i s sued  i t s  o r d e r  based on such f i n d i n g s ,  

recommendations, and r eco rd ,  which o r d e r  s h a l l  be i s sued  wi th in  

t h i r t y  days  a f t e r  d e l i v e r y  by t h e  hea r ing  o f f i c e r  of  h i s  f i n d i n g s  

and recommendations. 

117-3-15. J u d i c i a l  review. ( 1 )  The d e c i s i o n  and o r d e r  of 

t h e  commission i n  denying,  suspending,  o r  revoking any r e g i s t r a -  

t i o n  under t h i s  a r t i c l e  s h a l l  be s u b j e c t  t o  j u d i c i a l  review a s  

p re sc r ibed  i n  t h i s  s e c t i o n ,  No a c t i o n  f o r  j u d i c i a l  review of  any 

such o r d e r  of  t h e  commission s h a l l  a u t o m a t i c a l l y  c o n s t i t u t e  o r  

o p e r a t e  a s  a  supersedeas  o r  s t a y  of execut ion  of such o rde r ,  

(2) Any p a r t y  aggr ieved  by t h e  o r d e r  of t h e  commission may 

seek j u d i c i a l  review of  t h e  same by f i l i n g  a  p e t i t i o n  t h e r e f o r  i n  

t h e  d i s t r i c t  c o u r t  i n  t h e  c i t y  and county of Denver w i t h i n  twenty 

days  a f t e r  t h e  i s suance  of such order .  A copy of such complaint  

s h a l l  be served upon t h e  commission w i t h i n  f i v e  days  t h e r e a f t e r ,  

and t h e  commission s h a l l  f i l e  wi th  t h e  c o u r t ,  w i t h i n  t e n  days  

a f t e r  such s e r v i c e ,  t h e  complete record  of a l l  proceedings  and 

o r d e r s  of  t h e  commission concerning such o r d e r  appealed from, 

(3)  I n  any such a c t i o n ,  t h e  c o u r t  s h a l l  have t h e  r i g h t ,  i n  

i t s  d i s c r e t i o n ,  t o  s t a y  t h e  execut ion  o r  e f f e c t  of any f i n a l  

o r d e r  of t h e  commission, I n  t h e  event  t h e  c o u r t  s h a l l  g r a n t  any 

s t a y  of  execu t ion ,  t h e  c o u r t ,  i n  i t s  d i s c r e t i o n ,  may r e q u i r e  t h e  

p e t i t i o n e r  t o  execute  and f i l e  w i t h  t h e  c o u r t  a  bond i n  such sum 

28 a s  t h e  c o u r t  may p r e s c r i b e ,  w i th  s u f f i c i e n t  s u r e t y  approved by 
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t h e  c o u r t ,  which bond s h a l l  be condi t ioned  upon t h e  compliance 

wi th  t h e  requirements  of t h i s  a r t i c l e  dur ing  t h e  pendency of such 

a c t i o n ,  and upon t h e  prompt payment of  a l l  damages a r i s i n g  from 

o r  caused by t h e  de l ay  i n  t h e  t a k i n g  e f f e c t  of o r  i n  t h e  enforce-  

ment of t h e  o r d e r  complained o f ,  and f o r  a l l  c o s t s  which may be 

a s se s sed  o r  r equ i r ed  t o  be pa id  i n  connect ion w i t h  such proceed- 

ings .  

( 4 )  The c o u r t  s h a l l  l i m i t  i t s  review of t h e  o r d e r  of t h e  

commission t o  t h e  c e r t i f i e d  t r a n s c r i p t  of t h e  proceedings  be fo re  

t h e  hear ing  o f f i c e r  and t h e  f i n d i n g s  of f a c t s  and recommendations 

of such hear ing  o f f i c e r ,  u n l e s s  t h e  c o u r t  s h a l l  f i n d  t h a t  t h e  com- 

miss ion has exceeded i t s  j u r i s d i c t i o n  o r  a u t h o r i t y  o r  abused i ts  

d i s c r e t i o n ,  o r  t h a t  t h e  p a r t y  aggr ieved by t h e  o r d e r  of t h e  com-

miss ion has  been denied due p roces s  of law, o r  t h a t  a preponderance
\, 

bf t h e  evidence was c o n t r a r y  t o  t h e  f i n d i n g s  and recommendations 

of t h e  hear ing  o f f i c e r  o r  t h e  o r d e r  of t h e  commission, o r  both. 

117-3-16. V i o l a t i o n  - w e n a l t i e s  - i n junc t iong .  ( 1 )  Any 

person who s i g n s  any w r i t t e n  a p p l i c a t i o n  o r  s t a t emen t  r equ i r ed  by 

t h i s  a r t i c l e ,  and who w i l l f u l l y  .and f a l s e l y  makes an o a t h  t o  o r  

a f f i r m s  t h e  same be fo re  any o f f i c e r  o r  o t h e r  person having t h e  

power t o  a d m i n i s t e r  o a t h s ,  i s  g u i l t y  of p e r j u r y  and s h a l l  be 

punished pursuant  t o  s e c t i o n  40-7-1, C.R.S. 1963. 

( 2 )  Every o f f  i c e s ,  agen t ,  o r  employee of any f  i s m ,  pa r tne r -

s h i p ,  j o i n t  ven tu re ,  a s s o c i a t i o n ,  o r  co rpo ra t ion ,  and every 

o t h e r  person who w i l l f u l l y  v i o l a t e s  s e c t i o n  117-3-2 o r  117-3-6 i s  

g u i l t y  of a f e l o n y  and upon conv ic t ion  t h e r e o f ,  s h a l l  be punished 

by a f i n e  of no t  less than  one thousand d o l l a r s  nor  more than  

f i v e  thousand d o l l a r s ,  o r  by imprisonment i n  t h e  s t a t e  peni ten-  



1 t i a r y  f o r  n o t  more than  f i v e  yea r s ,  o r  by both such f i n e  and i m -

prisonment. 

(3) Every subd iv ide r ,  o r  agent  o r  employee t h e r e o f ,  who 

w i l l f u l l y  v i o l a t e s  s e c t i o n  117-3-5 ( 2 ) .  117-3-7, 117-3-8, o r  

117-3-12 i s  g u i l t y  of a  misdemeanor and upon convic t ion  t h e r e o f ,  

s h a l l  be punished by a  f i n e  of no t  less than  one hundred d o l l a r s  

nor  more than  f i v e  hundred d o l l a r s .  

( 4 )  Every o f f i c e r ,  agent ,  o r  employee of any f i rm ,  par tner -  
i 

sh ip ,  j o i n t  ven ture ,  a s s o c i a t i o n ,  o r  co rpora t ion ,  and every  o t h e r  

person who knowingly a u t h o r i z e s  o r  d i r e c t s  t h e  p u b l i c a t i o n ,  adver-

t i sement ,  d i s t r i b u t i o n ,  o r  c i r c u l a t i o n  of any f a l s e  o r  mis leading 

s ta tement  o r  r e p r e s e n t a t i o n  concerning subd iv i s ions  o r  l o t s  o r  

t r a c t s  t h e r e i n  o f f e r e d  f o r  sa le  o r  l e a s e  i s  g u i l t y  of a  f e lony ,  

and upon conv ic t ion  the reo f  s h a l l  be punished by a f i n e  of no t  

less than  one thousand d o l l a r s ,  o r  by imprisonment 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  no t  more than  f i v e  y e a r s ,  o r  by both such f i n e  

and imprisonment. 

(5)  If any person,  f i rm ,  p a r t n e r s h i p ,  j o i n t  ven ture ,  a s soc i -

a t i o n ,  o r  co rpora t ion  v i o l a t e s  o r  a t t empt s  t o  v i o l a t e  any provi-  

s i o n  of t h i s  a r t i c l e ,  t h e  same may be r e s t r a i n e d  by a  temporary
I 

r e s t r a i n i n g  o r d e r  o r  i n j u n c t i o n  i n  an  o r i g i n a l  a c t i o n  brought i n  

t h e  d i s t r i c t  c o u r t  of t h e  j u d i c i a l  d i s t r i c t  i n  which t h e  v i o l a t i o n  

o r  a t tempted v i o l a t i o n  s h a l l  occur ,  o r  of t h e  j u d i c i a l  d i s t r i c t  

i n  which t h e  subd iv i s ion  i s  l o c a t e d ,  o r ,  i n  t h e  case  of a subdivi-

s i o n  l o c a t e d  o u t s i d e  t h i s  s t a t e ,  i n  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. Such a c t i o n  may be i n s t i t u t e d  by t h e  

commission through t h e  a t t o r n e y  g e n e r a l  o r  t h e  d i s t r i c t  a t t o r n e y  

of such d i s t r i c t .  



SECTION 2. Repeal. Article 16 of c h a p t e r  118, C.R.S. 1963, 

and t h e  amendment t h e r e t o  enacted by chap te r  243, Sess ion  Laws of 

Colorado 1965, a r e  hereby repealed.  

SECTION 3. E f f e c t i v e  da te .  This  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 4. Sa fe ty  c lause .  The genera 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 rese rva t ion  of t h e  publ ic  peace, h e a l t h ,  and 

sa fe ty .  



-- 

fMT B i l l  D 

A BILL FOR AN ACT 

CONCERNING RETAIL INSTALLMENT SALES AND THE EXTENSION OF 

CREDIT. 

Be It Enacted & t h e  General Assembly of t h e  S t a t e  of Colorado: 

SECTION 1. Shor t  t i t l e .  This  a c t  s h a l l  be known and 

c i t e d  a s  t h e  wColorado R e t a i l  Ins ta l lment  S a l e s  Act of 1967*. 

SECTION 2. Def in i t ions .  ( 1 )  When used i n  t h i s  a c t ,  un-

l e s s  t h e  context  c l e a r l y  otherwise requi res :  

( 2 )  aPersonn means any ind iv idua l ,  pa r tne r sh ip ,  corpora-

t i o n ,  t r u s t ,  a s soc ia t ion ,  o r  any o t h e r  l e g a l  e n t i t y .  

(3 )  nGoodsw means a l l  personal  proper ty  except motor 

veh ic l e s  a s  def ined i n  subsec t ion  (4)  of t h i s  sec t ion .  The 

t e n  does not  include money o r  t h i n g s  i n  a c t i o n ,  but does 

include personal  proper ty  which, a t  t h e  time of s a l e  o r  subse- 

quently,  i s  so  a f f ixed  t o  r e a l t y  a s  t o  become a p a r t  t he reo f ,  

whether o r  no t  severable  therefrom. 

( 4 )  mMotor veh ic l ea  means any device propel led  by a 

motor i n  which, upon which, o r  by which, any person o r  prop- 

e r t y  i s  o r  may be t r anspor t ed  o r  drawn upon a publ ic  highway, 

Largely same a s  13-16-1 ( 2 ) .  
. C.R.S. 1963. 

Largely same a s  121-2-2 ( 1 ) .  
C.R.S. 1963. I

I 

Same a s  13-16-1 ( 4 ) ,  C.R.S. 
1963. 
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e x c e p t i n g  t r a c t o r s ,  power s h o v e l s ,  road  machinery, a g r i c u l t u r a l  

machinery,  and o t h e r  machinery n o t  des igned  p r i m a r i l y  f o r  high- 

way t r a n s p o r t a t i o n ,  b u t  which may i n c i d e n t a l l y  t r a n s p o r t  a  

p e r s o n  o r  p r o p e r t y  on a  p u b l i c  highway and e x c e p t i n g  such  de- 

v i c e s  which move upon o r  a r e  guided by a  t r a c k  o r  t r a v e l  through 

a i r ,  and i n c l u d e s  t r a i l e r s  and s e m i t r a i l e r s  des igned  t o  be  

drawn by motor v e h i c l e s .  

(5) "Buyerw o r  n r e t a i l  buyer" means a  person who buys 

goods from a  se l ler  o r  a  r e t a i l  s e l l e r  under  a  r e t a i l  i n s t a l l -  
0 

o ment c o n t r a c t  and n o t  f o r  t h e  purpose  o f  r e s a l e ,  o r  a  pe r son  
I 

who buys, h i r e s ,  o r  l e a s e s  a  motor v e h i c l e  under  any r e t a i l  

i n s t a l l m e n t  c o n t r a c t ,  o r  any l e g a l  s u c c e s s o r  i n  i n t e r e s t  t o  

such  person,  and s a i d  term s h a l l  c o n t i n u e  t o  a p p l y  t o  such 

person no twi ths tand ing  t h e  f a c t  he may have e n t e r e d  i n t o  one 

o r  more e x t e n s i o n s ,  deferments ,  r enewals ,  o r  o t h e r  r e v i s i o n s  of  

t h e  o r i g i n a l  c o n t r a c t .  

(6)  " S e l l e r n  o r  ' ' r e t a i l  sellerg' means a  person engaged 

i n  t h e  bus iness  of  s e l l i n g  goods t o  a  buyer  o r  a  r e t a i l  buyer  

under  a  r e t a i l  i n s t a l l m e n t  c o n t r a c t  o r  a  person engaged i n  t h e  

Based on combining 121-2-2 
( 2 )  and 13-16-1 (6),C.R.S. 
1963. 

Based on combining 121-2-2 
(3) and 13-16-1 ( 5 ) ,  C.R.S. 
1963. 
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bus iness  of s e l l i n g ,  h i r ing ,  o r  l e a s i n g  motor v e h i c l e s  under a  

r e t a i l  i n s t a l lmen t  cont rac t .  

( 7 )  "Re ta i l  i n s t a l lmen t  c o n t r a c t n  means an agreement 

evidencing a  r e t a i l  i n s t a l lmen t  s a l e  en tered  i n t o  i n  t h i s  s t a t e  

pursuant t o  which a  buyer promises t o  pay i n  one o r  more defer -  

red in s t a l lmen t s  t h e  time s a l e s  p r i c e  of goods o r  a  motor 

veh ic l e  and pursuant t o  which t h e  t i t l e  t o  o r - a  l i e n  upon t h e  

goods o r  motor veh ic l e s  i s  r e t a i n e d  o r  taken by t h e  s e l l e r  a s  

I a s e c u r i t y  i n t e r e s t  f o r  payment of t h e  r e t a i l  i n s t a l l m e n t  con- 
0 

t r a c t .  
I 

(8) "Securi ty  i n t e r e s t a  means any property  r i g h t  o r r t i t l e  

i n  a  motor v e h i c l e  o r  goods, which a r e  t h e  s u b j e c t  of a r e t a i l  

ins ta l lment  c o n t r a c t  o r  revolving c r e d i t  agreement, taken o r  

r e t a ined  t o  secure  performance of any ob l iga t ion  of t h e  buyer 

under t h e  c o n t r a c t  o r  agreement, and any renewal o r  extension 

the reo f ,  notwithstanding shipment o r  d e l i v e r y  t o  t h e  buyer. 

( 9 )  "Cash s a l e  p r i c e W  o r  w c a s h . p r i c e a  means t h e  p r i c e  

s t a t e d  i n  a  r e t a i l  ins ta l lment  c o n t r a c t  f o r  which t h e  s e l l e r  

would have sold t o  t h e  buyer and t h e  buyer would have bought 

Based on 121-2-2 (4)  C.R.S. 
1963. 

Subsection (8) i s  new l an -  
guage e 

Based on combining 121-2-2 
(5)  and 13-16-1 (8).C.ReSe 
1963. Provis ions  changed 
t o  i temize charges  f o r  serv-
i c i n g  separa te ly  from c a s h  



from t h e  s e l l e r  a  motor v e h i c l e  o r  goods which a r e  t h e  s u b j e c t  

m a t t e r  of  t h e  r e t a i l  i n s t a l l m e n t  c o n t r a c t ,  i f  such s a l e  had 

been a s a l e  f o r  ca sh  i n s t e a d  of a t ime s a l e .  The cash  p r i c e  

may inc lude  any t a x e s  and c o s t s  f o r  a c c e s s o r i e s .  

(10) .Of f ic ia l  f e e s n  means t h e  amount of f e e s  and charges  

p r e s c r i b e d  by law f o r  f i l i n g ,  r eco rd ing ,  o r  o therwise  p e r f e c t -  

ing o r  r e l e a s i n g  o r  s a t i s f y i n g  a  s e c u r i t y  i n t e r e s t  i n  a  motor 

v e h i c l e  o r  goods, o r  a  l i e n  on r e a l  e s t a t e  a s  permit ted by t h i s  

I a c t ,  i n  connection w i t h  a  r e t a i l  i n s t a l l m e n t  c o n t r a c t ,  which 
0 

N have been o r  w i l l  a c t u a l l y  be ?aid  t o  p u b l i c  o f f i c i a l s .  
I 

(11)  "Base t ime p r i c e n  means t h e  c a s h  s a l e  p r i c e  05 t h e  

motor veh ic l e  o r  goods which a r e  t h e  s u b j e c t  ma t t e r  of t h e  

c o n t r a c t  p lus  t h e  amount, i f  any, included i n  t h e  c o n t r a c t  f o r  

insurance,  s e rv i c ing  charges ,  and o f f i c i a l  f e e s ,  minus t h e  

buyer ' s  down payment. 

(12)  "Down paymentn inc ludes  a l l  amounts paid  i n  cash ,  

c r e d i t s ,  o r  t he  agreed va lue  of goods, by o r  f o r  t h e  buyer t o  

o r  f o r  t h e  b e n e f i t  of t h e  s e l l e r  a t  o r  be fo re  t h e  t ime of  t h e  

execut ion of t h e  r e t a i l  i n s t a l lmen t  c o n t r a c t .  

s a l e  p r ice .  

Bases on 121-2-2 ( 6 ) ,  C.R.S. 
1963. 

Based on 121-2-2 ( 7 ) ,  C.R.S. 
1963. 

Subsect ion (12 )  i s  a  new 
d e f i n i t i o n .  





I 

s e l l e r ' s  i n t e r e s t  i n  r e t a i l  i n s t a l l m e n t  c o n t r a c t s  o r  r e t a i l  

c r e d i t  agreements, o r  l end ing  money o r  c r e d i t  on t h e  s e c u r i t y  

of t h e  r e t a i l  s e l l e r ' s  i n t e r e s t  i n  such c o n t r a c t  o r  agreement, 

whether by discount ,  purchase,  o r  pledge t h e r e o f ,  and inc ludes  

a r e t a i l  s e l l e r  r e t a i n i n g  a s  owner t he reo f  r e t a i l  i n s t a l l m e n t  

c o n t r a c t s .  The term does no t  inc lude  any person t o  t h e  e x t e n t  

t h a t  he makes bulk purchases of r e t a i l  i n s t a l l m e n t  c o n t r a c t s  

o r  r e t a i l  c r e d i t  agreements from persons  o t h e r  than  a  r e t a i l  

, 	 seller,  o r  makes a  bona f i d e  loan t o  persons  o t h e r  than  a  re-
W 
P 	 t a i l  s e l l e r ,  secured by a  pledge of  such c o n t r a c t s  o r  agree-  

ments, by t h e  t e n s  of which purchase o r  pledge,  i n  t h e  absence 

of d e f a u l t  i n  t h e  loan ,  t h e  c o l l e c t i n g  o f  payments upon t h e  

r e t a i l  i n s t a l lmen t  c o n t r a c t s  o r  c r e d i t  agreements i s  made by 

t h e  seller o r  pledgor,  a s  t h e  ca se  may be, bu t  t h e  term does  

not  inc lude  a  r e t a i l  sel ler  r e t a i n i n g  r e t a i l  i n s t a l l m e n t  con- 

t r a c t s  while i n  t h e  process  of  t r a n s f e r  and s a l e  of  such 

c o n t r a c t s  t o  a s a l e s  f i nance  company u n l e s s  such r e t e n t i o n  

cont inues  f o r  a  per iod i n  excess  of f i f t e e n  days  a f t e r  t h e  

d a t e  of execution. 



I 

(17)  aCommissionera means t h e  s t a t e  bank commissioner. 

(18)  "Holdern means a  person e n t i t l e d  t o  enforce  a  re -

t a i l  i n s t a l lmen t  c o n t r a c t  a g a i n s t  a buyer. 

( 19 )  @'Servicing chargesn  means charges  f o r  t h e  i n s t a l l a -  

t i o n ,  de l ive ry ,  s e r v i c i n g ,  o r  r e p a i r  o f  t h e  s u b j e c t  m a t t e r  of 

a  r e t a i l  i n s t a l lmen t  con t r ac t .  

SECTION 3. Licensinq of s a l e s  f i n a n c e  companies. ( 1 )  

No person s h a l l  engage i n  t h e  bus ines s  o f  s a l e s  f i nance  

company i n  t h i s  s t a t e  wi thout  a  l i c e n s e  t h e r e f o r  a s  provided 
W 
W 

i n  t h i s  a c t ,  except t h a t  t h e  fol lowing persons  s h a l l  n o t  be 

r equ i r ed  t o  be l i censed  bu t  s h a l l  o therwise  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 :  S t a t e  and n a t i o n a l  banks; t r u s t  

companies formed under t h e  p rov i s ions  of a r t i c l e  16  of c h a p t e r  

14, Colorado Revised S t a t u t e s  1963; i n d u s t r i a l  banks; and 

motor veh ic l e  d e a l e r s  l i c ensed  a s  such t o  s e l l  new and used 

motor veh ic l e s  pursuant  t o  s t a t u t e s  o f  t h e  s t a t e  of  Colorado. 

Based on 13-16-1 ( l o ) ,  C.R.S. 
1963 

Subsect ion (18)  i s  new. 

Subsect ion (19)  i s  new. 

Largely  same a s  13-16-2, 
C.R.S. 1963 -- "goodsw added,  
and fo l lowing  language per -  
t a i n i n g  t o  exemption f r o m  
l i c e n s i n g  has  been removed 
from subsec t ion  (1 ) :  "Per-
sons who a c q u i r e  t h e  r e t a i l  
s e l l e r ' s  i n t e r e s t  i n  a  re-
t a i l  i n s t a l l m e n t  c o n t r a c t ,  
whether by d i scoun t ,  pur-
chase ,  o r  p ledge t h e r e o f ,  
where t h e  amount of t h e  t i m e  
p r i c e  d i f f e r e n t i a l  c o n t r a c -  
t e d  t o  be paid by t h e  r e t a i l  
buyer t o  t h e  r e t a i l  seller 
i n  connect ion w i t h  t h e  pur -  
chase  of  goods o r  a  motor  
v e h i c l e ,  a s  shown i n  s a i d  
c o n t r a c t ,  does n o t  exceed  
t h e  r a t e  of  e igh teen  p e r  c e n t  
p e r  annum on the  unpaid
balance.  



(2) The a p p l i c a t i o n  f o r  a  s a l e s  f i n a n c e  company l i c e n s e  

s h a l l  be i n  w r i t i n g  and i n  t h e  form p re sc r ibed  by t h e  commis- 

s i o n e r .  The a p p l i c a t i o n  s h a l l  con ta in  t h e  name of t h e  app l i -  

c a n t ;  d a t e  of  incorpora t ion ,  i f  incorporated;  t h e  address  

h e r e  t h e  bus ines s  is  t o  be conducted; and s i m i l a r  informat ion 

a s  t o  any branch o f f i c e  of t h e  a p p l i c a n t ;  t h e  name and r e s i d e n t  

address  of t h e  owner o r  p a r t n e r s  o r ,  i f  a co rpo ra t ion  o r  as- 

s o c i a t i o n ,  of t h e  d i r e c t o r s ,  t r u s t e e s ,  and p r i n c i p a l  o f f i c e r s ,  

8 and such o t h e r  p e r t i n e n t  in format ion  a s  t h e  commissioner may 
0 
QI requi re .  
8 

( 3 )  Every sakes  f i nance  company s h a l l  keep on f i l e  a t  

a l l  t imes wi th  t h e  commissioner t h e  maximum r a t e  c h a r t s  i n  

c u r r e n t  use,  which r a t e  c h a r t s  s h a l l  be numbered f o r  i d e n t i -  

f i c a t i o n .  

(4 )  The l i c e n s e  f e e  f o r  each ca lendar  y e a r  o r  p a r t  

thereof  s h a l l  be t h e  sum of one hundred d o l l a r s  f o r  t h e  p r inc i -  

pa l  p lace  of  bus iness  of t h e  l i c e n s e e  and t h e  sum of twenty- 

f i v e  d o l l a r s  f o r  each branch of t h e  l i c e n s e e  maintained i n  t h i s  

s t a t e .  A l l  l i c e n s e  f e e s  under t h i s  a c t  s h a l l  be pa id  t o  t h e  



department of revenue. 

( 5 )  Each l i c e n s e  s h a l l  s p e c i f y  t h e  l o c a t i o n  of t h e  o f f i c e  

o r  branch and s h a l l  be conspicuously d i sp l ayed  a t  such l o c a t i o n .  

I n  ca se  such l o c a t i o n  i s  changed, t h e  commissioner s h a l l  en- 

dorse  t h e  change of l o c a t i o n  on t h e  l i c e n s e  wi thout  charge. 

I ( 6 )  Upon t h e  f i l i n g  of an a p p l i c a t i o n  and payment of s a i d  

f e e ,  and upon submit t ing s a t i s f a c t o r y  evidence t o  t h e  commis- 

s i o n e r  t h a t  t h e  a p p l i c a n t  o r ,  i f  a  co rpo ra t ion ,  t h a t  t h e  

I d i r e c t o r s  and o f f i c e r s ,  o r  any s tockholder  owning t e n  p e r  c e n t  
0 

-1 o r  more of t h e  s tock  t h e r e o f ,  has no t  been convic ted  of a 
I 

crime dur ing  t h e  p r i o r  t e n  y e a r s  which involved f r aud  o r  v i o l a -  

t i o n  of any t r u s t ,  whether pub l i c  o r  p r i v a t e ,  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  t o  engage i n  t h e  bus i -  

ness of a s a l e s  f i nance  cgmpany under and i n  accordance wi th  

t h e  p rov i s ions  of t h i s  a c t  f o r  a  per iod which s h a l l  e x p i r e  t h e  

l a s t  day of December next  fo l lowing  t h e  d a t e  of i t s  issuance.  

Such l i c e n s e  s h a l l  no t  be t r a n s f e r a b l e  o r  a s s ignab le .  No 

l i c e n s e e  s h a l l  t r a n s a c t  any bus ines s  provided f o r  by t h i s  a c t  

Prov is ions  r e l a t i n g  t o  q u a l i -  
f i c a t i o n s  of  a p p l i c a n t  a r e  
new. 



fMT 

unde r  any o t h e r  name except  t h a t  under  which it has  been 

l i c e n s e d .  

SECTION 4. Suspension o r  r e v o c a t i o n  o f  l i c e n s e s .  (1) 

( a )  A l i c e n s e  may be suspended o r  revoked by t h e  commissioner 

on any of  t h e  fo l l owing  grounds: 

La rge ly  same a s  
C.R.S. 1963. 

13-16-3, 

(b) M a t e r i a l  miss ta tement  i n  t h e  a p p l i c a t i o n  f o r  l i c e n s e ;  

( c )  F a i l u r e  t o  comply w i t h  any p rov i s ion  of  t h i s  a c t  o r  

any o t h e r  law r e l a t i n g  t o  r e t a i l  i n s t a l l m e n t  c o n t r a c t s ;  

I 

0 
(r, 

I 

( d )  Defrauding any r e t a i l  buyer  t o  t h e  buyer ' s  damage; 

( e )  F a i l u r e  t o  perform any v a l i d  w r i t t e n  agreement w i th  

any r e t a i l  buyer;  

( f )  F raudulen t  m i s r ep re sen t a t i on ,  c i rcumvent ion,  o r  con- 

cealment by t h e  l i c e n s e e  through whatever s u b t e r f u g e  o r  dev ice  

of any of  t h e  m a t e r i a l  p a r t i c u l a r s  o r  t h e  n a t u r e  t h e r e o f  re-

qu i red  t o  be s t a t e d  o r  f u r n i s h e d  t o  t h e  r e t a i l  buyer  under  any 

law of t h i s  s t a t e  r e l a t i n g  t o  r e t a i l  i n s t a l l m e n t  c o n t r a c t s .  

To be a  ground f o r  suspension o r  r evoca t i on ,  t h e  a c t  complained 

of must be w i l l f u l .  

(2)  I f  a l i c e n s e e  i s  a  f i r m ,  a s s o c i a t i o n ,  o r  co rpo ra t i on ,  



it s h a l l  be suf - f ic ien t  cause f o r  t h e  suspension o r  revocat ion 

of a l i c e n s e  t h a t  any o f f i c e r ,  d i r e c t o r ,  o r  t r u s t e e  the reo f ,  o r  

any member of a l i censed  p a r t n e r s h i p ,  has so a c t e d  o r  f a i l e d  

t o  a c t  a s  would be cause f o r  suspending o r  revoking a l i c e n s e  

t o  such pa r ty  a s  an ind iv idua l .  Each l i c e n s e e  s h a l l  be respon-

s i b l e  f o r  t h e  a c t s  of any o r  a l l  of h i s  employees whi le  a c t i n g  

a s  h i s  agent,  i f  such l i c e n s e e  had a c t u a l  knowledge of s a i d  

a c t s  and, a f t e r  such a c t u a l  knowledge, r e t a i n e d  t h e  b e n e f i t s ,  

proceeds, p r o f i t s ,  o r  advantages accru ing  from s a i d  a c t s ,  o r  
0 
,Q otherwise r a t i f i e d  s a i d  a c t .  
I 

(3)  No l i c e n s e  s h a l l  be suspended o r  revoked except a f t e r  

hearing thereon.  The commissioner s h a l l  g ive  t h e  l i c e n s e e  a t  

l e a s t  twenty days '  w r i t t e n  n o t i c e ,  i n  t h e  form of an o rde r  t o  

show cause why such l i c e n s e  should no t  be suspended o r  revoked, 

of t h e  time and p lace  of such hear ing  by r e g i s t e r e d  o r  c e r t i -

f i e d  mail ,  r e t u r n  r e c e i p t  reques ted ,  and addressed t o  t h e  

p r inc ipa l  p lace  of business  i n  t h i s  s t a t e  of such l i censee .  

The s a i d  n o t i c e  s h a l l  conta in  t h e  grounds of complaint  a g a i n s t  

t h e  l i censee .  Any o r d e r  suspending o r  revoking such l i c e n s e  

Time f o r  n o t i c e  extended 
from a t  l e a s t  15 days t o  a t  
l e a s t  20 days i n  Subsec t ion  
( 3 )  



s h a l l  r e c i t e  t h e  grounds upon which t h e  same i s  based and s h a l l  

n o t  be  e f f e c t i v e  u n t i l  a f t e r  t e n  d a y s '  w r i t t e n  n o t i c e  t h e r e o f  

forwarded by r e g i s t e r e d  mai l ,  o r  c e r t i f i e d  r e t u r n  r e c e i p t  re-

q u e s t e d ,  t o  t h e  l i c e n s e e  a t  such p r i n c i p a l  p l a c e  o f  b u s i n e s s .  

No r e v o c a t i o n ,  suspens ion ,  o r  s u r r e n d e r  o f  any l i c e n s e  s h a l l  

i m p a i r  o r  a f f e c t  t h e  o b l i g a t i o n  of any l a w f u l  r e t a i l  i n s t a l l -  

ment c o n t r a c t  e n t e r e d  i n t o  o r  a c q u i r e d  p r e v i o u s l y  t h e r e t o  by 

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

I (4 )  Within t h i r t y  days  a f t e r  any such  suspens ion  o r  
P 
o r e v o c a t i o n  of  a l i c e n s e ,  t h e  person a g g r i e v e d  may a p p l y  f o r  
l 

a rev iew the reof  by a n  a p p l i c a t i o n  t o  t h e  d i s t r i c t  c o u r t ,  i n  

accordance  w i t h  t h e  p r a c t i c e  of  s a i d  c o u r t .  The d i s t r i c t  

c o u r t  s h a l l  de termine  i n  a  t r i a l  d e  novo, and i n  a  summary 

manner, a l l  q u e s t i o n s ,  b o t h  of  f a c t  and o f  law, t o u c h i n g  upon 

t h e  l e g a l i t y  and r e a s o n a b l e n e s s  o f  t h e  d e t e r m i n a t i o n  of t h e  

commissioner, and s h a l l  r e n d e r  such judgment a s  s h a l l  be  law- 

f u l  and j u s t .  Writs of e r r o r  may be  p rosecu ted  t o  t h e  supreme 

c o u r t  of  Colorado from any such f i n a l  judgment. 

SECTION 5. Rescindinq c o n t r a c t  -- when. Where a  seller S e c t i o n  5 i s  new. 



o r  ho lde r  i s  exempt from l i c e n s i n g  under t h e  p rov i s ions  of 

s e c t i o n  3 of t h i s  a c t ,  a buyer may r e s c i n d  a  r e t a i l  i n s t a l lmen t  

, ? n t r a c t  and sue  f o r  damages when a sel ler  o r  ho lder  has de- 

f rauded s a i d  buyer t o  t h e  buyer 's  damage o r  when t h e r e  is ,  on 

t h e  p a r t  of t h e  seller o r  holder ,  f r a u d u l e n t  mis represen ta t ion ,  

circumvention, o r  concealment through whatever subte r fuge  o r  

device  of any of t h e  ma te r i a l  p a r t i c u l a r s  o r  t h e  n a t u r e  thereof  

r equ i r ed  t o  be s t a t e d  o r  furn ished  t o  t h e  buyer under any law 

I of t h i s  s t a t e  r e l a t i n g  t o  r e t a i l  i n s t a l l m e n t  c o n t r a c t s .  

P 
P SECTION 6. F i l i n s  of c o m ~ l a i n t s .  Any r e t a i l  buyer o r  h i s  
I 

designated agent  having reason t o  b e l i e v e  t h a t  t h i s  a c t  o r  any 

o t h e r  law r e l a t i n g  t o  r e t a i l  i n s t a l l m e n t  c o n t r a c t s  o r  c r e d i t  

agreements has  been v i o l a t e d  may f i l e  w i t h  t h e  commissioner a 

w r i t t e n  complaint s e t t i n g  f o r t h  t h e  d e t a i l s  of such a l l e g e d  

v i o l a t i o n ,  and t h e  commissioner, upon r e c e i p t  of such complaint,  

may inspec t  t h e  p e r t i n e n t  books, r eco rds ,  letters, and c o n t r a c t s  

of t h e  l i censee  and of t h e  r e t a i l  se l ler  involved r e l a t i n g  t o  

such s p e c i f i c  w r i t t e n  complaint. 

SECTION 7. Powers of commissioner. (1 )  The commissioner 

Largely same a s  13-16-4, 
C.R.S. 1963 -- r e f e r e n c e  t o  
c r e d i t  agreements added and 
"o r  h i s  das igna ted  a g e n t m  
a l s o  added i n  S e c t i o n  6. 

Based on 13-16-5, C.R.S. 




s h a l l  have power t o  i s sue  subpoenas t o  compel t h e  attendance of 1963 -- unnecessary lan- 
guage omitted.  

witnesses  and t h e  production of documents, papers, books, 

Irecords,  and o the r  evidence before him i n  any mat ter  over  which 

he has j u r i s d i c t i o n ,  con t ro l ,  o r  supervis ion per ta in ing  t o  t h i s  

ac t .  The commissioner s h a l l  have t h e  power t o  adminis ter  oa ths  

and af f i rmat ions  t o  any person whose testimony is required.  

( 2 )  I f  any person s h a l l  r e fuse  t o  obey any such subpoena, 

o r  t o  g ive  testimony, o r  t o  produce evidence a s  required there-  

by, any judge of the  d i s t r i c t  cour t ,  upon app l i ca t ion  and proof 

of such r e f u s a l ,  may o r d e r  t h e  witness t o  appear before t h e  

commissioner and t o  g ive  testimony o r  t o  produce evidence, o r  

both, a s  required thereby. Fa i lu re  t o  comply with sucn o r d e r  

s h a l l  c o n s t i t u t e  contempt of cour t  and s h a l l  be punishable a s  

such. 

SECTION 8. 	 Contracts  - requirements - l i m i t a t i o n s  - Section 8 is genera l ly  based 
on combining 13-16-6, i n  

contents.  ( I )  ( a )  Every r e t a i l  ins ta l lment  con t rac t  s h a l l  be pa r t ,  and 121-2-3, C.R.S. 
1963, a s  amended by c h a p t e r  


i n  wri t ing,  s h a l l  contain a l l  of t h e  agreements of t h e  p a r t i e s ,  86, Session Laws of 1964. 


the  da te  when signed, t h e  names and addresses  of both t h e  Reference t o  names and ad- 
dresses  of s e l l e r  and buyer,  

s e l l e r  and the  buyer, a  desc r ip t ion  of t h e  goods o r  motor and t o  s e c u r i t y  added i n  
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v e h i c l e  purchased, l e a s e d ,  o r  h i r e d ,  a  d e s c r i p t i o n  of which of 

t h e  goods o r  motor v e h i c l e  o r  r e a l  e s t a t e ,  if any, s ecu re s  t h e  

buyer ' s  o b l i g a t i o n ,  and s h a l l  be s igned by both t h e  buyer and 

t h e  s e l l e r .  An executed copy the reo f  s h a l l  be furn i shed  t o  

t h e  buyer  and t o  every o t h e r  s i g n e r  who i s  o r  may become 

l e g a l r y  l i a b l e  on such c o n t r a c t  a t  t h e  time of t h e  execut ion  

of t h e  c o n t r a c t ,  except  t h a t  when a  c o n t r a c t  i s  s igned by 

husband and wife,  on ly  one copy need be fu rn i shed .  

I ( b )  No r e t a i l  i n s t a l l m e n t  c o n t r a c t  s igned  by a  buyer i s  

o 
P val id 'when it con ta ins  blank spaces  t o  be f i l l e d  i n  a f t e r  ex- 
I 

ecu t ion  except  t h a t ,  i f  d e l i v e r y  of t h e  motor v e h i c l e  o r  .goods 

is n o t  made a t  t h e  t ime of  execut ion  of t h e  c o n t r a c t ,  t h e  

s e r i a l  numbers o r  o t h e r  i d e n t i f y i n g  marks of t h e  motor v e h i c l e  

o r  goods and t h e  due d a t e  o f  t h e  f i r s t  i n s t a l l m e n t  payment 

may be i n s e r t e d  i n  t h e  c o n t r a c t  a f t e r  i t s  execut ion.  

( c )  When t h e  r e t a i l  i n s t a l l m e n t  c o n t r a c t  i s  f o r  t h e  ac- 

q u i s i t i o n  of consumer goods a s  def ined  i n  s e c t i o n  155-9-109, 

Colorado Revised S t a t u t e s  1963, a s  amended, except  any a i r -  

p lane,  any mobile home, o r  any i tem of pe r sona l  p roper ty  f o r  

which t h e  cash s a l e  p r i c e  is  t h r e e  thousand d o l l a r s  o r  more, 

Subsect ion ( 1 )  ( a ) .  Also, 
copy of c o n t r a c t  f u r n i s h e d  
t o  buyer and o t h e r s  changed 
t o  an "executedH copy of 
such c o n t r a c t .  

Subsect ion ( I )  ( b )  changed 
t o  make i n v a l i d  any c o n t r a c t  
s igned by buyer  when it con-
t a i n s  blank spaces  o t h e r  
than those  au tho r i zed .  

Subsection ( 1 )  ( c )  is new. 



m?a 
t h e  r e t a i n i n g  o r  t ak ing  of t i t l e  t o ,  o r  a  l i e n  upon any r e a l  

o r  persona l  p roper ty  by t h e  s e l l e r  a s  s e c u r i t y  f o r  payment of 

t h e  r e t a i l  i n s t a l l m e n t  c o n t r a c t  o t h e r  than t h e  motor v e h i c l e  

o r  goods purchased, i s  exp res s ly  forb idden  except  such con- 

t r a c t s  involv ing  personal  p roper ty  which, a t  t h e  t ime of s a l e  

o r  subsequently,  i s  so a f f i x e d  t o  r e a l t y  a s  t o  become a  p a r t  

t h e r e o f ,  whether o r  no t  s eve rab le  therefrom. 

( d )  Unless n o t i c e  has  been g iven  t o  t h e  buyer  of a c t u a l  

I o r  intended assignment of a r e t a i l  i n s t a l l m e n t  c o n t r a c t ,  paymen 

% thereunder  o r  t e n d e r  thereof  made, o r  n o t i c e  r e q u i r e d  o r  permit  
I 

t e d  by t h i s  a c t ,  by t h e  buyer t o  t h e  l a s t  known ho lde r  of such 

c o n t r a c t  s h a l l  be binding upon such subsequent h o l d e r  o r  as-  

signee.  

( e )  Upon w r i t t e n  r eques t  from t h e  r e t a i l  buyer,  but  no t  

more o f t e n  than  once every s i x  months, t h e  ho lde r  of  t h e  r e t a i l  

ins ta l lment  c o n t r a c t  s h a l l  g i v e  o r  forward t o  t h e  r e t a i l  buyer 

a  wr i t t en  s ta tement  of t h e  d a t e s  and amounts of payments and 

t h e  t o t a l  amount unpaid under such c o n t r a c t .  When any payment 

i s  made on account of any r e t a i l  i n s t a l l m e n t  c o n t r a c t ,  t h e  

person rece iv ing  such payment s h a l l ,  upon r e q u e s t ,  o r  wi thout  

L a s t  two sen tences  i n  Sub- 
s e c t i o n  (1 )  ( e )  a re  new. 
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r eques t  i f  t h e  payment i s  made i n  cash,  g i v e  t h e  buyer a  com-

p l e t e  w r i t t e n  r e c e i p t  t h e r e f o r .  I f  t h e  buyer s p e c i f i e s  t h a t  

t h e  payment i s  made on one of s e v e r a l  o b l i g a t i o n s ,  t h e  r e c e i p t  

: 

P 
CF 

I 

s h a l l  so s t a t e .  I f  t h e  buyer r e q u e s t s  in format ion  f o r  income 

t a x  purposes concerning t h e  amount of t h e  t ime p r i c e  d i f f e r -  

e n t i a l  paid  i n  t h e  previous  c a l e n d a r  year ,  t h e  h o l d e r  s h a l l  

provide it, o r  t h e  informat ion necessary t o  compute t h e  same, 

wi thout  charge once i n  every ca l enda r  year .  

(2)  ( a )  A r e t a i l  i n s t a l l m e n t  c o n t r a c t  s h a l l  con ta in  t h e  

fol lowing i tems a s  such and i n  t h e . f o l l o w i n g  order :  

( b )  The cash s a l e  p r i c e  of t h e  goods o r  motor veh ic l e  i f  

t h e  s a l e  were made f o r  cash;  

I
I
I
I
I
I
I
I 

( c )  The amount of t h e  buyer ' s  down payment, and whether 

made i n  money, c r e d i t s ,  o r  goods, o r  a  motor v e h i c l e ,  o r  p a r t l y  

Reference t o  n c r e d i t s g 8  added 
i n  Subsection ( 2 )  ( c ) .  

i n  money, and p a r t l y  i n  c r e d i t s ,  and p a r t l y  i n  goods o r  a  motor 

veh ic le ,  inc lud ing  a  d e s c r i p t i o n  of any goods o r  motor v e h i c l e  I
> 

t raded i n ;  

(d )  The unpaid balance o f  t h e  cash  s a l e  p r i c e ,  which i s  I 
t h e  d i f f e r ence  between items ( b )  and (c)  of t h i s  subsec t ion  ( 2 ) ;  

( e )  The amount of s e r v i c i n g  charges;  Subsection ( 2 )  ( e )  i s  new. 



( f )  The c o s t  t o  t h e  buyer of  any insurance  and any op- 
t 

t i o n a l  b e n e f i t s ,  i f  any, included i n  t h e  t r a n s a c t i o n ,  spec i fy-

i n g  t h e  types  of coverage and b e n e f i t s ;  and i f  t h e  c o n t r a c t  

f o r  t h e  purchase of a  motor v e h i c l e  does  not  provide f o r  auto- 

mobile l i a b i l i t y  insurance ,  t h e  fo l lowing  c l ause  s h a l l  be i n  

t h e  c o n t r a c t  i n  c a p i t a l  l e t t e r s  and 'bo ld - f ace  type:  "This con- 

t r a c t  does not  provide f o r  automobile l i a b i l i t y  insurance ,  and 

s a i d  buyer a l s o  s t a t e s  t h a t  *he has*, he has no t  ( s t r i k e  words 

no t  a p p l i c a b l e )  i n  e f f e c t  an automobile l i a b i l i t y  p o l i c y  a s  

1 de f ined  i n  s ec t ion  13-7-3 ( l l ) ,  Colorado Revised S t a t u t e s  1963, 
P 
@ on t h e  motor veh ic l e  s o l d  by t h i s  c o n t r a c t n ;  
1 

(9 )  The amount of  o f f i c i a l  f e e s ;  

( h )  The base  t ime p r i ce ;  

( i )  The amount of t h e  t ime p r i c e  d i f f e r e n t i a l ;  

(j) The number of  i n s t a l lmen t  payments r equ i r ed  and t h e  

amount and d a t e  of each payment necessary  f i n a l l y  t o  pay t h e  

t ime s a l e s  p r i ce ;  

( k )  The t ime s a l e s  p r i c e ,  which i s  t h e  sum of i t ems  ( d ) ,  

( e ) ,  ( f ) ,  ( g ) ,  and ( i )  of t h i s  subsec t ion  (2 ) .  

(3 )  ( a )  A r e t a i l  i n s t a l lmen t  Con t r ac t  s h a l l  c o n t a i n  t h e  

Reference t o  "t ime b a l a n c e n  
i n  p r e s e n t  law has  been re-
moved. 

Subsect ion (3)  is new, 
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fol lowing items i n  t e n  point bold-face type  o r  l a r g e r  d i r e c t l y  

above t h e  space reserved i n  t h e  c o n t r a c t  f o r  t h e  s igna tu re  of 

t h e  buyer: "Notice To Buyer: 

" (1)  Do n o t  s i g n  t h i s  c o n t r a c t  i f  any of t h e  spaces 

intended f o r  t h e  agreed terms t o  t h e  ex ten t  of then a v a i l a b l e  

information a r e  l e f t  blank. 

~ ( 2 )YOU a r e  e n t i t l e d  t o  a  copy of th is .  c o n t r a c t  a t  t h e  

t ime you s ign  it. 

I a(3)  If you have purchased consumer goods, o r  bought, 
P 
-1 h i r e d  o r  leased a  motor vehicle ,  you a r e  e n t i t l e d  t o  br ing  
I 

a g a i n s t  t h e  s e l l e r  thereof  any claim o r  defense which you :may 

have aga ins t  him, o r  i f  t h e  holder  of t h e  c o n t r a c t  i s  not  re- 

l a t e d  o r  a f f i l i a t e d  with t h e  seller,  any such claim o r  defense 

a g a i n s t  t h e  seller may be a s s e r t e d  a g a i n s t  such holder  only 

i f  you have n o t i f i e d  such holder  o f  s a i d  claim o r  defense,  i n  

wr i t ing ,  within f i f t e e n  days a f t e r  r e c e i p t  by you of w r i t t e n  

n o t i c e  of the  assignment o r  t r a n s f e r  of t h i s  c o n t r a c t  t o  sa id  

holder. 

"(4) You have a  r i g h t  a t  any time t o  pay o f f  t h e  f u l l  

unpaid balance due under t h i s  c o n t r a c t ,  and i n  s o  doing you 
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may r e c e i v e  a p a r t i a l  r e b a t e  of t h e  t ime  p r i c e  d i f f e r e n t i a l  

and in su rance  charges. 

" ( 5 )  You have a r i g h t  under c e r t a i n  c i rcumstances  t o  re-

deem t h e  proper ty  if repossessed because of  your  d e f a u l t ,  and 

you may, under c e r t a i n  cond i t i ons ,  r e q u i r e  a r e s a l e  of t h e  

proper ty  i f  repossessed.  

" ( 6 )  The ho lder  of  t h i s  c o n t r a c t  has  n o - r i g h t  t o  f o r c i b l y  

and wi thout  l e g a l  process  e n t e r  your premises o r  commit any 

I breach of t h e  peace t o  repossess  goods purchased under t h i s  
P 
rn cont rac t . "  
I 

(4) The p r in t ed  terms f o r  every r e t a i l  i n s t a l l m e n t  con- 

t r a c t  s h a l l  be s e t  i n  e i g h t  po in t  type  excep t  a s  o therwise  

r equ i r ed  herein.  I f  t h e  terms of a r e t a i l  i n s t a l l m e n t  c o n t r a c t  

a r e  contained on both s i d e s  of  a page, t h e r e  s h a l l  appear  on 

t h e  f i r s t  page t h e  fol lowing words i n  t e n  p o i n t  boldface type:  

"The terms of t h i s  agreement a r e  conta ined  on both s i d e s  of  

t h i s  page.n I f  t h e  terms of a r e t a i l  i n s t a l l m e n t  c o n t r a c t  a r e  

contained on more than  bo th  s i d e s  of one page, t h e r e  s h a l l  

appear on t h e  f i r s t  s i d e  of  each preceding page, t h e  fo l lowing  

words i n  t e n  po in t  bo ldface  type:  "The terms of  t h i s  agree- 

Subsect ion (4)  is new. 
-:.. 



ment a r e  contained on more t h a n  one page," 

(5) ( a )  No seller, s a l e s  f inance  company, o r  ho lder  s h a l l  

a t  any time t a k e  o r  r ece ive  any r e t a i l  i n s t a l l m e n t  c o n t r a c t  o r  

a s e p a r a t e  agreement r e l a t i n g  t h e r e t o  from a buyer o r  from any 

s u r e t y  o r  guarantor  f o r  t h e  buyer which conta ins :  

(b )  Blank spaces t o  be f i l l e d  i n  a f t e r  execut ion except  

a s  provided i n  subsect ion ( 1 )  (b )  of t h i s  s e c t i o n  8. 

( c )  Any provis ion f o r  confess ion  of judgment o r  any power 

I o r  warrant of a t to rney ,  
P 
9 (d )  Any provis ion f o r  reposs.ession of t h e  goods o r  motor 
I 

vehic le  o r  t h e  acce le ra t ion  of t h e  time when a l l  o r  p a r t  of 

t h e  time s a l e s  p r i c e  becomes payable except  f o r  any of t h e  

following reasons: Defaul t  i n  payment thereunder  by t h e  buyer; 

concealment of t h e  buyer o r  t h e  goods o r  motor veh ic l e  o r  t h e  

in t en t ion  by any person t o  do so; remwal from t h i s  s t a t e  of 

t h e  buyer o r  t h e  goods o r  motor v e h i c l e  o r  t h e  i n t e n t i o n  by any 

person t o  do so;  f raudulent  conveyance o r  t r a n s f e r  o r  assign- 

ment of t h e  goods o r  motor v e h i c l e  by t h e  buyer o r  h i s  inten-  

t i o n  t o  do so;  f raud,  f a l s e  r ep resen ta t ion ,  o r  f a l s e  pretense 

Subsection (5) l a r g e l y  con- 
t a i n s  new provis ions .  



I 

by o r  on behalf of t h e  buyer i n  t h e  e n t e r i n g  i n t o  of such con- 

t r a c t  o r  agreement; o r  abandonment, harmful neglec t ,  o r  pur- 

posefu l  in jury  t o  t h e  property by t h e  buyer o r  any o t h e r  person 

i n  possession of such goods o r  motor v e h i c l e  o r  t h e  i n t e n t i o n  

t o  do s o *  

( e )  Any provis ion  by which a buyer g r a n t s  a u t h o r i t y  t o  

t h e  holder  t o  f o r c i b l y  and without l e g a l  process e n t e r  t h e  

buyer 's  premises o r  commit any breach of t h e  peace i n  reposses- 

s ion  of t h e  c o l l a t e r a l ,  i f  any. 
u' 
o 	 ( f )  Any provis ion  waiving r i g h t s  o r  remedies which t h e  

buyer may have a g a i n s t  t h e  s e l l e r  o r  holder  of t h e  r e t a i l '  in- 

s t a l lmen t  cont rac t  o r  o t h e r  person a c t i n g  i n  h i s  behalf .  

( 9 )  Any provis ion f o r  payment of a t to rney  fees .  

(h)  Any provis ion f o r  payment of c o u r t  c o s t s  o r  c o l l e c t -  

t i o n  expenses, except a s  provided i n  s e c t i o n  10 (3) of t h i s  

a c t ,  bu t  t h i s  s h a l l  not  prevent a c o u r t  from assess ing  cour t  

c o s t s *  

( i )  Any provis ion waiving t h e  r i g h t  t o  appeal an adverse 

judgment, o r  waiving r i g h t s  t o  exemptions, o r  waiving t h e  
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of i n s t a l l m e n t s  r e l a t e  t o  t h e  uneven s e a s o n a l  income o f  t h e  

buyer and a  s t a tement  t o  t h a t  e f f e c t  a p p e a r s  i n  t h e  c o n t r a c t .  

(m) Any p r o v i s i o n  l i m i t i n g ,  exc lud ing ,  modifying, o r  i n  

any manner a l t e r i n g  t h e  terms of  w a r r a n t i e s  made i n  connec t i on  

w i th  t h e  o r i g i n a l  s a l e .  

( n )  Where t h e  r e t a i l  i n s t a l l m e n t  c o n t r a c t  is f o r  t h e  

a c q u i s i t i o n  of consumer goods a s  d e f i n e d  i n  s e c t i o n  155-9-109, 

Colorado Revised S t a t u t e s  1963, a s  amended, e x c e p t  any a i r p l a n e ,  

any mobi le  home, o r  any item of pe r sona l  p r o p e r t y  f o r  which 

1 t h e  c a s h  s a l e  p r i c e  i s  t h r e e  thous.and d o l l a r s  o r  more, any pro-  

*V v i s i o n  p rov id ing  f o r  o r  c r e a t i n g  a  s e c u r i t y  i n t e r e s t  i n  pSersonal  
8 

p r o p e r t y  o t h e r  t han  t h e  goods o r  motor v e h i c l e  s o l d  under t h e  

r e t a i l  i n s t a l l m e n t  s a l e s  c o n t r a c t  excep t  such  c o n t r a c t s  invo lv-  

i ng  pe r sona l  p roper ty  which, a t  t h e  time o f  s a l e  o r  subsequen t ly  

is  s o  a f f i x e d  t o  r e a l t y  a s  t o  become a  p a r t  t h e r e o f ,  whether  o r  

no t  s e v e r a b l e  theref rom.  

( o )  Any prov i s ion  p rov id ing  f o r  o r  c r e a t i n g  a  s e c u r i t y  

i n t e r e s t  i n  goods o r  motor v e h i c l e s  s u b j e c t  t o  a  r e t a i l  i n -  

s t a l l m e n t  c o n t r a c t  o r  c o n t r a c t s  r e l a t e d  t o  consumer goods a s  

de f ined  i n  s e c t i o n  155-9-109, Colorado Revised S t a t u t e s  



1963, a s  amended, u n l e s s  two o r  more c o n t r a c t s  a r e  consol ida ted  

under  a  s i n g l e  c o n t r a c t  pursuant t o  t h e  p rov i s ions  of s e c t i o n  

11 of t h i s  ac t .  

( p )  Any r e t a i l  i n s t a l lmen t  s a l e s  c o n t r a c t  o r  any sepa ra t e  

agreement r e l a t i n g  t h e r e t o  which v i o l a t e s  any o f  t h e  above 

p rov i s ions  ( b )  through ( 0 )  s h a l l  be i n v a l i d  and unenforceable,  

notwithstanding any o t h e r  s i m i l a r  o r  a l t e r n a t i v e  remedies pro- 

vided by t h i s  a c t .  

I (6) ( a )  Every r e t a i l  seller o r  s a l e s  f inance  company, i f  
CF 

o insurance  is included i n  a  r e t a i l  ' ins ta l lment  c o n t r a c t ,  s h a l l ,  
I ' 

w i t h i n  t h i r t y  days a f t e r  execut ion o f  t h e  c o n t r a c t , .  send 'or 

cause t o  be s e n t  t o  t h e  r e t a i l  buyer a  po l i cy  o r  p o l i c i e s ,  o r  

c e r t i f i c a t e  of insurance,  which insurance  s h a l l  be w r i t t e n  by 

a  company au thor ized  t o  do bus iness  i n  t h i s  s t a t e ,  c l e a r l y  

s e t t i n g  f o r t h  t h e  amount of t h e  premium, t h e  kind o r  k inds  of 

insurance,  and t h e  scope of t h e  coverage and a l l  of  t h e  terms, 

exceptions,  l i m i t a t i o n s ,  r e s t r i c t i o n s ,  and cond i t ions  of  t h e  

c o n t r a c t  o r  c o n t r a c t s  o f  t h e  insurance,  

(b )  Where a  seller undertakes t o  provide o r  supply in- 

Subsect ion (6 )  inc ludes  new 
provis ions ,  



surance on t h e  goods s o l d  under a  r e t a i l  i n s t a l l m e n t  c o n t r a c t ,  

a t  t h e  buyer ' s  expense, t h e  amount charged any buyer  f o r  such 

insurance s h a l l  no t  exceed t h e  premium a c t u a l l y  payable by 

the  s e l l e r .  

( c )  The buyer s h a l l  have t h e  p r i v i l e g e  of purchasing 

insurance from t h e  agent  o r  b roker  o r  insurance  company of h i s  

own s e l e c t i o n ,  b u t  i n  such c a s e  t h e  i n c l u s i o n  of t h e  insurance 

premium i n  t h e  r e t a i l  i n s t a l l m e n t  c o n t r a c t  s h a l l  be o p t i o n a l  

I 

u' 
with t h e  s e l l e r .  I f  t h e  buyer s e l e c t s  h i s  own l i c e n s e d  agent  

I 
o r  broker ,  t h e r e  s h a l l  be no o b l i g a t i o n  on t h e  s e l l e r  o r  s a l e s  

f i nance  company t o  forward a  copy of t h e  p o l i c y  o r  pol ic i 'es  o r  

any c e r t i f i c a t e  t o  t h e  buyer. 

( d )  The s e l l e r  s h a l l  no t  r e q u i r e  t h e  purchasing of insur -

ance f r o m  t h e  l i c e n s e e ,  o r  from an agent ,  b roker ,  o r  insurance 

company des igna ted  by t h e  s e l l e r ,  a s  a  cond i t i on  precedent  t o  

t h e  s a l e  of goods, and s h a l l  no t  d e c l i n e  any e x i s t i n g  insurance 

when such e x i s t i n g  insurance is  provided by an insurance  com- 

pany duly l i c e n s e d  t o  do bus ines s  i n  Colorado. 

( 7 )  Any s a l e s  f inance  company may purchase o r  acqu i r e  Provis ion  i n  Subsec t ion  ( 7 )  



from any r e t a i l  s e l l e r  any r e t a i l  i n s t a l l m e n t  c o n t r a c t  on such 

terms and cond i t i ons  a s  may be mutually agreed upon not  incon- 

s i s t e n t  w i th  t h e  prov is ions  of  t h i s  a c t .  No f i l i n g  of t h e  

assignment,  no n o t i c e  t o  t h e  buyer  of t h e  assignment,  and no 

mqui rement  t h a t  t h e  seller s h a l l  be depr ived of  dominion over  

t h e  payments thereunder  o r  t h e  motor v e h i c l e  o r  goods covered 

thereby ,  if repossessed by t h e  s e l l e r ,  s h a l l  be necessary t o  

t h e  v a l i d i t y  of a  w r i t t e n  assignment of a  r e t a i l  i n s t a l lmen t  

c o n t r a c t  a s  a g a i n s t  c r e d i t o r s ,  subsequent.purchasers ,  pledgees,  

mortgagees, and encumbrancers o f  t h e  seller. However, t h e  

buyer of consumer goods, a s  def ined  by s e c t i o n  155-9-109, Colo-

rado Revised S t a t u t e s  1963, a s  amended, under a r e t a i l  i n s t a l l -  

ment s a l e s  c o n t r a c t ,  s h a l l  be  e n t i t l e d  t o  a s s e r t  a g a i n s t  t h e  

ho lder  any c l a im  o r  defense  which he may have a g a i n s t  t h e  sell-

e r ,  except t h a t ,  if t h e  h o l d e r  is no t  t h e  seller and i s  no t  

re la ted o r  a f f i l i a t e d  wi th  t h e  seller, s a i d  c l a im  o r  defense  

may be s o  a s s e r t e d  only  i f  t h e  buyer n o t i f i e s  s a i d  ho lder  

thereof ,  i n  wr i t i ng ,  wi th in  f i f t e e n  days a f t e r  r e c e i p t  of w r i t -

t en  no t ice  of t h e  assignment o r  t r a n s f e r  of such c o n t r a c t  t o  

t h e  holder. 

r e f  e r r i n g  t o  Unif o m  C o m e r -  
c i a 1  Code i s  new. 



( 8 )  An acknowledgment by t h e  r e t a i l  buyer of  t h e  d e l i v e r y  

of  any such copy, n o t i c e ,  o r  s ta tement  a s  r equ i r ed  i n  subsec- 

t i o n s  ( 1 ) .  ( 2 ) .  ( 3 ) .  (4 ) .  (5). and ( 6 )  of  t h i s  s e c t i o n ,  con-

t a i n e d  i n  t h e  body of  t h e  s ta tement  o r  c o n t r a c t ,  s h a l l  be 

presumptive evidence of  d e l i v e r y  i n  an a c t i o n  o r  proceeding by 

o r  a g a i n s t  any a s s ignee  of  a r e t a i l  i n s t a l l m e n t  c o n t r a c t .  

(9) This  s e c t i o n  s h a l l  no t  app ly  t o  any commercial t r a n s -  

a c t i o n  wherein a l oan  i s  made a s  an unsecured loan ,  o r  upon t h e  

s e c u r i t y  of r e a l  e s t a t e ,  accounts r e c e i v a b l e ,  o r  pe r sona l  

I prope r ty  held f o r  r e s a l e  o r  used i n  t h e  business .  

0 
V SECTION 9. Time p r i c e  d i f f e r e n t i a l  - o f f i c i a l  f e e s .  ( 1 )  
I 

( a )  Notwithstanding t h e  prov is ions  of any o t h e r  law, a r e t a i l  

s e l l e r  may c o n t r a c t  f o r ,  charge,  and c o l l e c t ,  i n  connect ion 

wi th  a r e t a i l  i n s t a l l m e n t  s a l e  of goods, a  t ime p r i c e  d i f f e r e n -  

t i a l  n o t  exceeding t h e  fol lowing,  based on t h e  base  time p r i c e ,  

o r  i tem (h)  of subsec t ion  (2 )  of s e c t i o n  8: 

( b )  On t h a t  p a r t  of t h e  base t ime p r i c e  amounting t o  

t h r e e  hundred d o l l a r s  o r  l e s s ,  f i f t e e n  d o l l a r s  p e r  one hundred 

d o l l a r s  per  year. 

Subsect ion ( 8 )  i s  same a s  
p r e s e n t  law except  "presump- 
t i v e  evidence" i n s e r t e d  i n  
p l ace  of  Wconclus ive  proof .  

Subsect ion ( 9 )  i s  des igned  
t o  exempt commercial l o a n s  
from t h e  d i s c l o s u r e  prov i -  
s i o n s  and o t h e r  p r o v i s i o n s  
f o r  consumer l oans  con- 
t a i n e d  i n  S e c t i o n  8. 

Subsect ion ( 1 )  based on 
121-2-4 ( 1 ) .  C.R.S. 1963. 
Rates a r e  same a s  i n  p res -  
e n t  law. 



( c )  On t h a t  p a r t  of t h e  base t ime  p r i c e  i n  excess  of t h r e e  

hundred d o l l a r s  and no t  i n  excess of one thousand d o l l a r s ,  

twelve d o l l a r s  p e r  one hundred d o l l a r s  p e r  year. 

( d )  On t h a t  p a r t  of  t h e  base  t ime  p r i c e  i n  excess  of one 

thousand d o l l a r s ,  t e n  d o l l a r s  p e r  one hundred d o l l a r s  p e r  year. 

(2)  ( a )  Notwithstanding t h e  p rov i s ions  of any o t h e r  

s t a t u t e ,  a r e t a i l  s e l l e r  may c o n t r a c t  f o r  and r ece ive ,  i n  con- 

nec t ion  with  a r e t a i l  i n s t a l lmen t  s a l e  of a motor veh ic l e ,  a 

time p r i c e  d i f f e r e n t i a l  on t h e  base  t ime p r i c e  no t  exceeding 

I t h e  following: 
V 

4 ( b )  Class  1 -- any new motor v e h i c l e  des igna ted  by ;the 
1 

manufacturer by a y e a r  model no t  e a r l i e r  'than t h e  y e a r  i n  which 

t h e  s a l e  i s  made, e i g h t  d o l l a r s  per one hundred d o l l a r s  p e r  

year .  

( c )  Class  2 -- any new motor v e h i c l e  n o t  i n  c l a s s  1 and 

any used motor v e h i c l e  designated by t h e  manufacturer by a yea r  

model of t h e  same o r  no t  more than  two y e a r s  p r i o r  t o  t h e  yea r  

i n  which t h e  s a l e  i s  made, twelve d o l l a r s  pe r  one hundred dol- 

l a r s  per  year. 

Subsect ion ( 2 )  based on 13-
16-6 ( 6 )  ( a ) ,  C.R.S. 1963,
Rates a r e  same a s  i n  p r e s e n t  
law, 



( d )  Class  3 -- any u-sed motor v e h i c l e  not  i n  c l a s s  2  and 

designated by t h e  manufacturer by a  year  model not more than 

f o u r  yea r s  p r i o r  t o  the  year  i n  which t h e  s a l e  is  made, f i f t e e n  

d o l l a r s  per  one hundred d o l l a r s  per year. 

( e )  Class  4 -- any used motor veh ic le  not  i n  c l a s s  2  o r  

c l a s s  3 and designated by t h e  manufacturer by a  year  model more 

than f o u r  years  p r i o r  t o  t h e  year  i n  which t h e  s a l e  i s  made, 

seventeen d o l l a r s  per  one hundred d o l l a r s  p e r  year.  

(3)  ( a )  When t h e  r e t a i l  ins ta l lment  c o n t r a c t  i s  payable 

I i n  s u b s t a n t i a l l y  equal and consecutive monthly ins ta l lments ,  
V 


t h e  time pr ice  d i f f e r e n t i a l  i n  subsection ( 1 )  o r  ( 2 )  of t h i s  
I 

sec t ion  s h a l l  be computed from t h e  d a t e  of t h e  cont rac t  u n t i l  

t h e  due d a t e  of t h e  f i n a l  ins ta l lment ,  notwithstanding t h a t  t h e  

t o t a l  time pr ice  balance i s  required t o  be paid i n  ins ta l lments .  

( b )  A minimum time p r i ce  d i f f e r e n t i a l  of t en  d o l l a r s  may 

be charged on a  r e t a i l  ins ta l lment  s a l e  of goods i n  which t h e  

time p r i ce  d i f f e r e n t i a l ,  when computed a t  t h e  appl icable  r a t e  

provided i n  subsection (1) of t h i s  sec t ion ,  r e s u l t s  i n  a  charge 

of l e s s  than such minimum amount. 

Subsection ( 3 )  based on 121-
2-4 2 and p a r t  of 13-16-6 
(6)  [ b i ,  C.R.S. 1963. 



( c )  A minumum time p r i c e  d i f f e r e n t i a l  of twenty-five 

d o l l a r s  may be charged on a  r e t a i l  i n s t a l l m e n t  s a l e  of a  motor 

v e h i c l e  i n  which t h e  time p r i c e  d i f f e r e n t i a l ,  when computed a t  

t h e  app l i cab le  r a t e  provided i n  subsec t ion  ( 2 )  of t h i s  s e c t i o n ,  

r e s u l t s  i n  a  charge of l e s s  than such minimum amount. 

( 4 )  When a  r e t a i l  i n s t a l lmen t  c o n t r a c t  provides f o r  pay- 

ment o t h e r  than i n  s u b s t a n t i a l l y  equal  and consecut ive monthly 

in s t a l lmen t s ,  t h e  time p r i c e  d i f f e r e n t i a l  may be a t  a  r a t e  no t  

exceeding t h e  e f f e c t i v e  app l i cab le  maximum time p r i c e  d i f f e r -  

e n t i a l  f i x e d  i n  t h i s  s e c t i o n ,  having due regard  f o r  t h e  

schedule of ins ta l lments .  Such t ime p r i c e  d i f f e r e n t i a l  may be 

computed on t h e  b a s i s  of a  f u l l  month f o r  any f r a c t i o n a l  

monthly period i n  excess  of t e n  days. 

SECTION 10. Delinquency t h a r s e s  - c o l l e c t i o n  expenses. 

( 1 )  A r e t a i l  i n s t a l lmen t  c o n t r a c t  may provide,  and t h e  ho lde r  

thereof  may c o l l e c t ,  a  delinquency charge on each i n s t a l l m e n t  

i n  d e f a u l t  f o r  a  per iod of a t  l e a s t  t e n  days i n  an amount n o t  

i n  excess of f i v e  per  c e n t  of each i n s t a l l m e n t  i n  d e f a u l t  o r  

Subsection ( 4 )  based on 121-
2-4 3 and p a r t  of 13-16-6 
( 6 )  [b j ,  C.R.S. 1963. 

Based on 121-2-7 and 13-16-6 
( 1 )  ( c ) ,  C.R.S. 1963. 



f i v e  d o l l a r s ,  whichever i s  l e s s ,  bu t  a minimum of one d o l l a r  

may be c o l l e c t e d  a s  such del inquency charge. 

(2)  I n  c a s e s  of d e f a u l t  payment, i n  t h e  e v e n t  any ho lde r  

of a r e t a i l  i n s t a l l m e n t  c o n t r a c t  s h a l l  e l e c t  t o  accep t  a l a t e  

monthly payment, o r  accept  a l a t e  monthly payment and c o l l e c t  

t h e  delinquency charges provided f o r  i n  subsec t ion  ( 1 )  of t h i s  

s e c t i o n ,  such holder  s h a l l  be deemed t o  have waived h i s  r i g h t  

t o  d e c l a r e  t h e  f u l l  amount of t h e  balance then  due and owing 

I under t h e  a c c e l e r a t i o n  c lause ,  because of any o t h e r  d e f a u l t s  
0' 
0 o r  de l inquenc ies  then  due and owing a t  t h e  time of  t h e  accept-  
l 

ance of t h e  l a t e  payment, f o r  a per iod  of one month. 

(3) I n  a d d i t i o n  t o  such delinquency charge,  t h e  r e t a i l  

ins ta l lment  c o n t r a c t  may provide f o r  a c t u a l  and reasonable  

out-of-pocket c o l l e c t i o n  expenses incur red  i n  connection wi th  

t h e  a c t u a l  repossess ion o r  fo rec losu re .  

SECTION 11. Addit ional  purchases of soods - memorandum-

contents .  ( 1 )  ( a )  Where a buyer makes a subsequent purchase 

of goods from a s e l l e r  from whom he has prev ious ly  purchased 

goods under one o r  more r e t a i l  i n s t a l lmen t  c o n t r a c t s  and t h e  

Minimum del inquency charge  
increased  from 25 c e n t s  t o  
one d o l l a r .  

Reference t o  a t t o r n e y  f e e s  
and c o u r t  c o s t s  removed 
from Subsection ( 3 ) .  

Based on 121-2-5, C.R.S. 
1963, bu t  r ev i sed  t o  re-
q u i r e  more s p e c i f i c  i n f  or-  
mation and t o  a l low buyer 
t o  pay o f f  c o n t r a c t s  i n  t h e  
same r a t i o  a s  t h e  goods were 
purchased. 



I 

amounts thereunder  have no t  been f u l l y  paid ,  t h e  subsequent 

purchase may, by agreement of t h e  p a r t i e s ,  be added t o  one o r  

more of t h e  p r i o r  con t r ac t s .  Each subsequent add-on purchase 

s h a l l  be a  s e p a r a t e  r e t a i l  i n s t a l l m e n t  c o n t r a c t  s u b j e c t  t o  a l l  

of t h e  p rov i s ions  of t h i s  a c t  except  t h a t ,  i n  l i e u  of t h e  buyer 

execut ing a r e t a i l  i n s t a l l m e n t  c o n t r a c t  a s  provided i n  t h i s  

a c t ,  t h e  s e l l e r  s h a l l ,  be fo re  t h e  due d a t e  of  t h e  f i r s t  in-  

s t a l lmen t  under t h e  conso l ida ted  c o n t r a c t ,  p repare  and d e l i v e r  

t o  t h e  buyer,  o r  t h e  buyer s h a l l  o therwise  have i n  h i s  posses- 

s i o n  a t  t h e  time of t h e  subsequen t  purchase, a  w r i t t e n  memo- 

randum s e t t i n g  f o r t h  wi th  r e s p e c t  t o  each subsequent purchase: 

( b )  The name of t h e  s e l l e r  and t h e  buyer; 

( c )  The barances due under t h e  p r i o r  c o n t r a c t s ;  

( d )  Statements requi red  by s e c t i o n  8 of t h i s  a c t ;  

( e )  The a d d i t i o n a l  time p r i c e  d i f f e r e n t i a l  t o  be paid by 

t h e  buyer; 

( f )  The rev ised  payment schedule ,  showing both payments 

f o r  each c o n t r a c t  a s  s e p a r a t e  items and one f i g u r e  showing t h e  

t o t a l  amount t o  be paid on each in s t a l lmen t  da t e .  



(2)  Any s e c u r i t y  i n t e r e s t  i n  t h e  goods covered  under  a  

c o n s o l i d a t e d  agreement  s h a l l  t e r m i n a t e  when t h e  time s a l e  p r i c e  

o f  t h e  goods s h a l l  be pa id .  I n  d e t e r m i n i n g  when t h e  time s a l e  

p r i c e  of t h e  goods h a s  been pa id ,  e v e r y  down payment s h a l l  be 

a l l o c a t e d  i n  i t s  e n t i r e t y  t o  t h e  purchase  w i t h  r e s p e c t  t o  which 

it was made and a l l  o t h e r  payments made under  t h e  c o n s o l i d a t e d  

agreement  s h a l l  be a p p l i e d  t o  a l l  t h e  v a r i o u s  purchases  i n  t h e  

same r a t i o  a s  t h e  o r i g i n a l  c a s h  s a l e s  p r i c e s  of  t h e  v a r i o u s  

I p r c h a s e s  b e a r  t o  t h e  t o t a l  of a l l  s u c h  purchases .  
0 

13 SECTION 12.  Mail  a n d - c a t a l o g '  s a l e s .  R e t a i l  i n s t a l l m e n t  
I 

c o n t r a c t s  n e g o t i a t e d  and e n t e r e d  i n t o  by m a i l  w i t h o u t  p e r s o n a l  

s o l i c i t a t i o n  by sa lesmen o r  o t h e r  r e p r e s e n t a t i v e s  of  t h e  s e l l e r  

and based upon t h e  c a t a l o g  of t h e  se l ler  o r  o t h e r  p r i n t e d  

s o l i c i t a t i o n  of b u s i n e s s ,  which i s  d i s t r i b u t e d  and made a v a i l -  

a b l e  g e n e r a l l y  t o  t h e  p u b l i c ,  i f  such  c a t a l o g  o r  o t h e r  p r i n t e d  

s o l i c i t a t i o n  c l e a r l y  s e t s  f o r t h  t h e  c a s h  and time s a l e  p r i c e s  

and o t h e r  te rms of s a l e s  t o  be  made th rough  such medium, may 

be made a s  provided i n  t h i s  s e c t i o n .  A l l  p r o v i s i o n s  of t h i s  

a c t  s h a l l  apply  t o  such  s a l e s  e x c e p t  t h a t  t h e  s e l l e r  s h a l l  n o t  

Based on 121-2-6, CwRmS. 1963. 
P r o v i s i o n  f o r  w r i t t e n  memo-
randum of t h e  p u r c h a s e  added  
i n  l a s t  sen tence .  
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COMMENTS 


re fund  c r e d i t  thereon  f o r  such a n t i c i p a t i o n ,  whether o r  not  t h e  

ma tu r i t y  of t h e  scheduled payment of t h e  c o n t r a c t  was acce le -  

r a t e d  by t h e  ho lder .  The amount of such refund s h a l l  be a t  

l e a s t  a s  g r e a t  a  p ropor t ion  of t h e  insurance  charges  and t h e  

t ime p r i c e  d i f f e r e n t i a l  a s  t h e  sum of t h e  monthly ba lances  

a f t e r  t h e  d a t e  of prepayment i n  f u l l  bea r s  t o  t h e  sum of a l l  

t h e  monthly t ime balances under t h e  schedule  of payments i n  

t h e  con t r ac t .  No refund need be made where t h e  amount of t h e  

, refund i s  l e s s  t han  one d o l l a r .  
0' 
P SECTION 14. Requirements a s  . to c o n t e n t s  of c r e d i t  aqree- 

-ments. (1 )  ( a )  Every revolv ing  c r e d i t  agreement s h a l l  be 

based on a  w r i t t e n  agreement a s  t o  gene ra l  r a t e s  of repayments, 

d a t e s  of repayments, and f inance  o r  s e r v i c e  charges  t h a t  w i l l  

be l ev ied  by t h e  s e l l e r ,  wi th  a  copy t h e r e o f ,  s igned by b o t h '  

t h e  buyer and s e l l e r  t o  be f u r n i s h e d  t o  t h e  r e t a i l  buyer. 

Thereaf te r ,  du r ing  each b i l l i n g  per iod  t h e  s e l l e r  s h a l l  f u r n i s h  

t h e  buyer with a  s ta tement  of account  conta in ing  t h e  following: 

( b )  The ou ts tanding  unpaid ba lance  a t  t h e  beginning and 

a t  t h e  end of t h e  b i l l i n g  per iod covered by t h e  s t a t emen t ;  

S e c t i o n  14 i s  new. 





I 

so ;  f r a u d ,  f a l s e  r e p r e s e n t a t i o n ,  o r  f a l s e  p re t ense  by o r  on 

beha l f  o f  t h e  buyer  i n  t h e  e n t e r i n g  i n t o  of such r evo lv ing  

c r e d i t  agreement; o r  abandonment, harmful n e g l e c t ,  o r  purpose- 

f u l  i n j u r y  t o  t h e  p rope r ty ,  by t h e  buyer  o r  any o t h e r  person 

i n  possess ion  of  such goods o r  t h e  i n t e n t i o n  t o  do so. 

( d )  Any p rov i s ion  by which a buyer g r a n t s  a u t h o r i t y  t o  

t h e  ho lde r  t o  f o r c i b l y  and without  l e g a l  process  e n t e r  t h e  

buye r ' s  premises o r  commit any breach of t h e  peace i n  reposses -  

s i o n  of  t h e  goods o r  c o l l a t e r a l ,  i f  any. 
u' 

u' ( e )  Any provis ion  waiving r i g h t s  o r  remedies which t h e  

buyer may have a g a i n s t  t h e  s e l l e r  o r  ho lde r  of  t h e  revolv ing  

c r e d i t  agreement o r  o t h e r  person a c t i n g  i n  h i s  beha l f .  

( f )  Any provis ion  f o r  payment of a t t o r n e y  f ee s .  

( g )  Any p rov i s ion  f o r  payment of c o u r t  c o s t s  o r  callec-

t i o n  expenses, bu t  t h i s  s h a l l  n o t  p revent  a c o u r t  from as ses s -  

ing c o u r t  cos t s .  

( h )  Any p rov i s ion  waiving t h e  r i g h t  t o  appeal  an adve r se  

judgment, o r  waiving r i g h t s  t o  exemptions, o r  waiving t h e  pro- 



v i s i o n s  of any o r  a l l  s t a t u t e s  of  t h i s  s t a t e  o r  o f  any o r  a l l  

r u l e s  of t h e  supreme c o u r t  of t h i s  s t a t e .  

( i )  Any provis ion  by which t h e  buyer agrees  t o  perform 

s e r v i c e s  o r  con tac t  o t h e r  persons on behalf  of  t h e  s e l l e r  i n  

r e t u r n  f o r  a  reduc t ion  i n  t h e  c o s t  o f  t h e  goods purchased. 

( j )  Any c o n t r a c t  of employment under which t h e  buyer i s  

e i t h e r  an agent ,  s e rvan t ,  o r  independent c o n t r a c t o r  of t h e  

s e l l e r ,  en te red  i n t o  by t h e  buyer a t  o r  about t h e  t ime of sign-

ing  t h e  revolving c r e d i t  agreement. 

1 ( k )  Any provis ion  l i m i t i n g ,  excluding,  modifying, o r  i n  

3 any manner a l t e r i n g  t h e  terms of w a r r a n t i e s  made i n  connection 
I 

wi th  t h e  sa l e s .  

(1 )  When t h e  revolving c r e d i t  agreement involves  t h e  

a c q u i s i t i o n  of consumer goods a s  de f ined  i n  s e c t i o n  155-9-109, 

Colorado Revised S t a t u t e s  1963, as amended, any provis ion  pro- 

v id ing  f o r  o r  c r e a t i n g  a  s e c u r i t y  i n t e r e s t  i n  persona l  p roper ty  

o t h e r  than t h e  goods s o l d  under t h e  agreement except  such pur- 

chases involving persona l  proper ty  which, a t  t h e  t ime of s a l e  



0' 


o r  subsequent ly ,  i s  s o  a f f i x e d  t o  r e a l t y  a s  t o  become a p a r t  

t h e r e o f ,  whether o r  no t  s e v e r a b l e  therefrom. 

(m) Any revolving c r e d i t  agreement o r  any s e p a r a t e  agree-  

ment r e l a t i n g  t h e r e t o  which v i o l a t e s  any of t h e  above p r o v i s i o n s  

( b )  through ( 1 )  s h a l l  be i n v a l i d  and unenforceable ,  notwith-

s tanding  any o t h e r  s i m i l a r  o r  a l t e r n a t i v e  remedies provided by 

t h i s  a c t .  

( 3 )  Unless n o t i c e  has  been given t o  t h e  r e t a i l  buyer o f  

a c t u a l  o r  intended assignment of a revolv ing  c r e d i t  agreement, I 

payment thereunder  o r  t e n d e r  t he rea f  made by t h e  r e t a i l  buyer 
I 

t o  t h e  l a s t  known ho lde r  of  such agreement s h a l l  be binding 

upon any such subsequent ho lde r  o r  ass ignee .  

( 4 )  Upon w r i t t e n  r eques t  from t h e  r e t a i l  buyer, t h e  

ho lder  of a revolving c r e d i t  agreement s h a l l  g ive  o r  forward 

t o  t h e  r e t a i l  buyer a w r i t t e n  s ta tement  of t h e  d a t e s  and 

amounts of payments and t h e  t o t a l  amount unpaid under such 

agreement. A r e t a i l  buyer s h a l l  be given a w r i t t e n  r e c e i p t  f o r  

any payment when made i n  cash. 



aB?mB 

SECTIm 15. Maximum f inance  o r  s e r v i c e  charqe - de l in - Sec t ion  15 i s  new. 

quency charqes  - c o l l e c t i o n  expenses. (1) Any f inance  o r  

s e t v i c e  charge l ev i ed  under any revolv ing  c r e d i t  agreement may 

no t  exceed t h e  r a t e  of one and one-half per c e n t  per  month on 

t h e  unpaid p r i n c i p a l  ba lance  a t  t h e  c l o s e  of t h e  monthly o r  

o t h e r  r e g u l a r  b i l l i n g  period.  I f  t h e  amount of any such 

f inance  o r  s e r v i c e  charge is  l e s s  than one d o l l a r  f o r  any 

month, one d o l l a r  may be assessed ,  b u t  no such charge may be 

I asses sedwhere  t h e r e - i s  a zero balance. 
0' 
9 (2)  The holder  of  a revolving c r e d i t  agreement may levy  
8 

a delinquency charge where any payment i s  i n  d e f a u l t  f o r  a 

per iod of a t  l e a s t  t e n  days  a f t e r  t h e  due d a t e  i f  t h i s  de l in -  

quency charge is  c l e a r l y  noted i n  t h e  revolv ing  c r e d i t . a g r e e -  

ment and t h e  monthly s ta tement  of account. A minimum de l in -  

quency f e e  of one d o l l a r  may be l ev i ed ,  b u t  t h e  maximum f o r  

such charge may not  exceed f i v e  per c e n t  of  t h e  payment i n  de- 

f a u l t  o r  f i v e  d o l l a r s ,  whichever is  less. 

SECTION 16. C i v i l  pena l t i e s .  Except a s  o t h e m i s e  pro- Based on 121-2-9 and 13-16-

vided i n  t h i s  a c t ,  any person v i o l a t i n g  any of t h e  provis ions  
9 (2) ,  C.R.S. 1963, w i t h  
recovery being l i m i t e d  to 



of sec t ions  4 ,  5, 8,  9,  10, 11, 12, 13, 14, o r  15, except a s  a 

r e s u l t  of an acc iden ta l  o r  bona f i d e  e r r o r ,  s h a l l  be barred ( a )  

from recovery of any sum except t h e  base time p r i c e  minus a l l  

sums paid by t h e  buyer a t  t h e  time of o r  a f t e r  t h e  execution 

of t h e  con t rac t  o r  agreement, when t h e  buyer does not r e t u r n  

t h e  goods o r  motor vehicle  purchased, o r  ( b )  from recovery of 

any sum when t h e  buyer r e tu rns  t h e  goods o r  motor vehic le  

purchased t o  t h e  s e l l e r  o r  holder. 

I SECTION 17. Criminal penalty.  (1) Any person 
4 

engaged i n  t h e  business of a s a l e s  f inance company without a 
I 

l i cense  t h e r e f o r ,  unless express ly  exempt therefrom, s h a l l  be 

g u i l t y  of a misdemeanor and, upon conviction, s h a l l  be punished 

by a f i n e  of not  more than f i v e  hundred d o l l a r s .  

(2) Any person who v i o l a t e s  t h e  provis ions of sec t ions  

4, 5, 8, 9 ,  10, 11, 12, 13, 14, o r  15 of t h i s  a c t  s h a l l  be 

g u i l t y  of a misdemeanor and, upon conviction, s h a l l  be punished 

by a f i n e  of not  more than one thousand d o l l a r s .  

SECTION 18. Repeal - s t a t u s  of pre-exis t inq cont rac ts .  

(1) Ar t i c l e  16 of chapter  13 and a r t i c l e  2 of chapter  121, 

t h e  base t i m e  p r i c e  when 
buyer r e t a i n s  t h e  motor ve-
h i c l e  o r  goods purchased 
and from any sum when pur- 
chased items a r e  re turned .  

Based on 121-2-10 and 13-16-
9 ( l ) ,  C.R.S. 1963. 



Colorado Revised S t a t u t e s  1963, a s  amended, a r e  hereby repealed,  

( 2 )  Nothing contained he re in  s h a l l  be s o  construed a s  t o  

impair o r  a f f e c t  t h e  o b l i g a t i o n  of any r e t a i l  ins ta l lment  con-

t r a c t  o r  revolving c r e d i t  agreement l awfu l ly  en tered  i n t o  p r i o r  

t o  t h e  e f f e c t i v e  d a t e  of t h i s  a c t ,  

SECTION 19. S t a t u s  of p re -ex i s t ins  l i c e n s e e s .  Any per- 

son having a l i c e n s e  i n  f o r c e  on t h e  e f f e c t i v e  d a t e  of t h i s  

a c t ,  under t h e  provis ions of repealed a r t i c l e  16 of chapter  13, 

I Colorado Revised S t a t u t e s  1963, a s  amended, s h a l l ,  notwith-
4 

standing t h e  r epea l  of such a r t i c l e ,  be deemed t o  have a l i c e n s e  
I 

under t h e  provis ions of t h i s  a r t i c l e  without t h e  necess i ty  of 

making app l i ca t ion  the re fo r ,  and on t h e  e f f e c t i v e  d a t e  of t h i s  

a c t ,  t h e  commissioner s h a l l  i s s u e  t o  such l i c e n s e e  a new l i c e n s e  

t o  opera te  pursuant t o  t h e  provis ions of t h i s  a c t  without t h e  

requirement of t h e  payment of any f u r t h e r  o r  a d d i t i o n a l  l i c e n s e  

f e e  f o r  t h e  remainder of t h e  yea r  f o r  which t h e  p r i o r  l i c e n s e  

was issued. 

SECTION 20, Savina c lause ,  The r e p e a l  o r  amendment of 

any a r t i c l e ,  sec t ion ,  o r  par t  of a sec t ion  of t h e  laws of t h i s  



Colorado Revised S t a t u t e s  1963, a s  amended, a r e  hereby repealed,  

( 2 )  Nothing contained herein s h a l l  be so construed a s  t o  

i m p a i r  o r  a f f e c t  t h e  o b l i g a t i o n  of any r e t a i l  ins ta l lment  con-

t r a c t  o r  revolving c r e d i t  agreement lawful ly  entered i n t o  p r i o r  

t o  t h e  e f f e c t i v e  da te  of t h i s  a c t .  

SECTION 19. S t a t u s  of me-ex i s t inq  l i censees .  Any per- 

son  having a  l i cense  i n  f o r c e  on t h e  e f f e c t i v e  da te  of t h i s  

a c t ,  under t h e  provis ions of repealed a r t i c l e  16 of chap te r  13, 

Colorado Revised S t a t u t e s  1963, a s  amended, s h a l l ,  notwith-

s t and ing  t h e  repeal  of such a r t i c l e ,  be deemed t o  have a  l i c e n s e  

under  t h e  provis ions of t h i s  a r t i c l e  without  t h e  necess i ty  of 

making a p p l i c a t i o n  t h e r e f o r ,  and on t h e  e f f e c t i v e  d a t e  of t h i s  

a c t ,  t h e  commissioner s h a l l  i s sue  t o  such l i c e n s e e  a  new l i c e n s e  

t o  o p e r a t e  pursuant t o  t h e  provisions of t h i s  a c t  without t h e  

requirement  of the  payment of any f u r t h e r  o r  a d d i t i o n a l  l i c e n s e  

fee f o r  t h e  remainder of t h e  yea r  f o r  which t h e  p r i o r  l i c e n s e  

was i ssued ,  

SECTION 20. Savinq clause.  The repea l  o r  amendment of 

any a r t i c l e ,  s ec t ion ,  o r  p a r t  of a  sec t ion  of t h e  laws of t h i s  





-- 

B i l l  E 

A BILL FOR AN ACT 

CONCERNING CONSUMER LOANS AND REGULATING THE LENDING OF MONEY. 

Be It Enacted by t h e  General Assembly of t h e  S t a t e  of Colorado: 

SECTION 1, Short  t i t l e .  This a c t  s h a l l  be known and may 

be c i t e d  a s  t h e  mColorado Consumer Loan Act of 1967m. 

SECTION 2, Def in i t ians .  (1 )  When used i n  t h i s  a c t ,  t h e  

following words have t h e  meanings s e t  o u t  below, unless  t h e  

context  c l e a r l y  requi res  a d i f f e r e n t  meaning: 

I (2) aPersonn means any indiv idual ,  par tnersh ip ,  associa-
-4 
01 t i on ,  t r u s t ,  corporation, o r  any o the r  l e g a l  e n t i t y .  
I 

(3 )  *Licensea means a l i c e n s e  issued under au thor i ty  of 

t h i s  a c t  t o  any persons engaged i n  t h e  bus iness  of making,loans 

i n  accordance with t h e  provis ions  of t h i s  a c t .  

(4 )  aLicenseem means a person t o  whom one o r  more l i c e n s e s  

have been issued, 

- (5) commissioner* means t h e  s t a t e  bank carsmissioner, 

( 6 )  mEngaged i n  t h e  business  of making loansm a p p l i e s  t o  

every person who, f o r  compensation, makes o r  assists i n  t h e  

making of any loan of money, o r  a c t s  a s  a broker  o r  i n t e r w e d i a r y  

Based on 73-3-1, C.R.S. 1963. 

Based on 73-3-2, C.R.S. 1963. 

Limit of $1500 p e r  loan  omit-
ted ,  Coverage expanded t o' 

include "loan b r o k e r f ,  money
f inder s ,  e t c. 



i n  t h e  making of any l oan  of money, where t h e  a g g r e g a t e  r a t e  

of i n t e r e s t ,  cha rge s  o r  c o n s i d e r a t i o n  is  g r e a t e r  t h a n  twelve  

p e r  c e n t  p e r  annum ove r  t h e  t o t a l  l i f e  o f  t h e  loan .  

(7) "Cont rac t  of  l oann  means a promissory n o t e  o r  any 

o t h e r  evidence of  indeb tedness  execu ted  by any borrower ,  comaker, 

o r  gua ran to r  i n  connect ion w i t h  a  l oan .  

(8) g'Loann means t h e  amount o f  money advanced t o  o r  f o r  

and on behal f  o f  a borrower, i n c l u d i n g  t h e  amount r e q u i r e d  t o  

re t i re  an e x i s t i n g  l oan ,  i n su rance  premiums, and c o s t s  i ncu r r ed  

a s  pe rmi t t ed  by s e c t i o n  15 of t h i s  a c t  f o r  and on b e h a l f  of t h e  

borrower i n  connec t ion  wi th  t h e  making of  a  l oan ,  b u t  no t a  in -  

c l u d i n g  any cha rges  au tho r i zed  by s e c t i o n  15 ( 1 )  of  t h i s  a c t .  

(9) H S e c u r i t y  i n t e r e s t H  means any p r o p e r t y  r i g h t  o r  t i t l e  

i n  p roper ty  t a k e n  o r  r e t a i n e d  by t h e  l e n d e r  t o  s e c u r e  perform- 

ance  of any o b l i g a t i o n  of t h e  borrower  under t h e  c o n t r a c t  of  

loan ,  and any renewal  o r  e x t e n s i o n  t h e r e o f .  

(10)  ' O f f i c i a l  f e e s n  means t h e  amount of f e e s  and charges  

p resc r ibed  by law f o r  f i l i n g ,  r e co rd ing ,  o r  o the rw i se  p e r f e c t -  

i ng  o r  r e l e a s i n g  o r  s a t i s f y i n g  a s e c u r i t y  i n t e r e s t  i n  r e a l  o r  

Subsec t i ons  (9), ( l o ) ,  a n d  
( 1 1 )  a r e  added d e f i n i t i o n s .  
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a s s o c i a t i o n ,  c r e d i t  union, o r  pawnbroker opera t ing  under t h e  

p rov i s ions  of o t h e r  laws of t h i s  s t a t e ,  and none of t h e  same 

s h a l l  be e l i g i b l e  t o  become a  l i c e n s e e  under t h e  provis ions  of 

t h i s  a c t .  This a c t  s h a l l  not  apply t o  bona f i d e  comnercial 

l oans  made a s  unsecured loans  o r  upon t h e  s e c u r i t y  of r e a l  

proper ty ,  personal proper ty  held f o r  r e s a l e  o r  used i n  t h e  

bus iness ,  o r  accounts rece ivable .  T h i s  a c t  s h a l l  not  apply t o  

t h e  acqui r ing ,  d i r e c t l y  o r  i n d i r e c t l y ,  by purchase o r  d i scount ,  
I 

of a bona f ide  o b l i g a t i o n  f o r  goods o r  se rv ices ,  but  t h e  re-  
4 

a3 


1 	 f inanc ing  o r  extension of any such o b l i g a t i o n  with  charges  

g r e a t e r  than twelve p e r  c e n t  pe r  annum is  s u b j e c t  t o  t h e  pro- 

v i s i o n s  of t h i s  a c t .  

( b )  Nothing contained i n  t h i s  a c t  s h a l l  be construed s o  

a s  t o  abridge t h e  r i g h t s  of any of those  exempted from t h e  pro- 

v i s i o n s  hereof from con t rac t ing  f o r  o r  r ece iv ing  i n t e r e s t  o r  

charges i n  confomi ty  wi th  any a p p l i c a b l e  s t a t u t e s  of t h e  s t a t e  

o r  t h e  United S t a t e s .  

( 3 )  Any person, including any member, o f f i c e r ,  d i r e c t o r ,  

agent ,  o r  employee t h e r e o f ,  who v i o l a t e s  subsect ion ( 1 )  of 

t h i s  s ec t ion ,  OE who evades i t s  a p p l i c a t i o n  by any device ,  

E s s e n t i a l l y  same a s  7 3 - 3 4  
(2)  ( b ) ,  C.R.S. 1963. 

Same a s  73-3-3 (3). C.R.S. 
1963. 1942 Uniform Small  
Loan Law Dra f t  p rovides  f o r  
a f i n e  of from $100 t o  
$1,000 o r  imprisonment f o r  



sub te r fuge ,  o r  p r e t e n s e  whatsoever i s  g u i l t y  of a  misdemeanor 

and, upon convic t ion  t h e r e o f ,  s h a l l  be punished by a  f i n e  of 

n o t  less than twenty-f ive  d o l l a r s  n o r  more than  f i v e  hundred 

d o l l a r s .  Any c o n t r a c t  of loan  i n  t h e  making o r  c o l l e c t i o n  of 

which any a c t  i s  done which v i o l a t e s  subsec t ion  ( 1 )  of t h i s  

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

r e c e i v e ,  o r  r e t a i n  any p r i n c i p a l ,  i n t e r e s t ,  0.r charges  thereon  

whatsoever. 

I SECTICN 5. Appl ica t ion  and f e e .  Appl ica t ion  f o r  l i c e n s e  
4 

t o  make loans  under t h i s  a c t  s h a l l ' b e  i n  w r i t i n g ,  under  oa th ,  
l 

and i n  t h e  form p re sc r ibed  by t h e  commissioner, and s h a l l  con- 

t a i n  t h e  name and t h e  res idence  and bus ines s  add res se s  o f  t h e  

a p p l i c a n t  and, i f  t h e  a p p l i c a n t  is  a  p a r t n e r s h i p  o r  a s s o c i a t i o n ,  

of every member t h e r e o f ,  and i f  a  co rpo ra t ion ,  of each o f f i c e r  

and d i r e c t o r  t h e r e o f ;  a l s o ,  t h e  county o r  c i t y  and county wi th  

s t r e e t  address ,  i f  any, where t h e  p l a c e  of bus iness  is  t o  be ' 

l o c a t e d ;  and such f u r t h e r  r e l e v a n t  informat ion a s  t h e  commis- 

s i o n e r  may r equ i r e .  A t  t h e  time of making such a p p l i c a t i o n ,  

t h e  a p p l i c a n t  s h a l l  pay t o  t h e  commissioner t h e  sum of f i f t y  

no t  t o  exceed s i x  months, o r  
both,  

Largely  t h e  same a s  73-3-4, 
C.R.S. 1963, w i t h  r e f e r e n c e  
t o  county added and r e f e r e n c e  
t o  c i t y  de l e t ed .  L i c e n s e e s  
under t h e  Moneylenders A c t  
have annual  l i c e n s e  f e e  of 
$50 under 73-2-1 ( l ) ,  C , R , S  
1963. There is a q u e s t i o n
a s  t o  whether s u f f i c i e n t  
revenues w i l l  be r a i s e d  u n d e r  
t h e  f e e  schedule  a s  d r a f t e d  
t o  o f f s e t  t h e  c o s t s  o f  ad- 
m i n i s t e r i n g  t h i s  a c t ,  
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posed l i c e n s e e  ha s  minimum a s s e t s  of  an unencumbered va lue  of 

n o t  l e ss  t h a n  twenty  thousand d o l l a r s ,  and upon submi t t i ng  

s a t i s f a c t o r y  ev idence  t o  t h e  commission t h a t  t h e  a p p l i c a n t  o r ,  

if a c o r p o r a t i o n ,  t h a t  t h e  d i r e c t o r s  and o f f i c e r s  o r  any s tock-  

h o l d e r  owning t e n  p e r  c e n t  o r  more of  t h e  s t ock  t h e r e o f  has  

n o t  been conv i c t ed  of a  cr ime d u r i n g  t h e  p r i o r  t e n  y e a r s  which 

involved f r a u d  o r  v i o l a t i o n  of any t r u s t ,  whe ther  p u b l i c  o r  

p r i v a t e ,  he s h a l l  thereupon e n t e r  an  o r d e r  g r a n t i n g  such a p p l i -  

I c a t i o n  and he s h a l l  f o r t h w i t h  i s s u e  and d e l i v e r  a l i c e n s e  t o  
03 

N t h e  a p p l i c a n t .  Such l i c e n s e  s h a l l  be a con t i nu ing  l i c e n s e  
I 

u n t i l  su r rendered ,  - revoked, o r  suspended a s  h e r e i n a f t e r  provided,  

( b )  ~ a c h ' a p p l i c a t i o n  s h a l l  be accompanied by a bond t o  be 

approved by t h e  commissioner t o  t h e  people  of t h e  s t a t e  of 

Colorado i n  t h e  pena l  sum of two thousand d o l l a r s ,  w i t h  a  SUE-

f i c i e n t  su r e ty ,  and cond i t ioned  t h a t  t h e  o b l i g o r  w i l l  no t  vio-  

l a t e  any law r e l a t i n g  t o  such bus ine s s .  I f  any person  s h a l l  

be aggrieved by t h e  misconduct of any such l i c e n s e e  o r  by h i s  

v i o l a t i o n  of any law r e l a t i n g  t o  such bus ine s s ,  and s h a l l  

r ecover  a  judgement t h e r e f o r ,  such  person,  a f t e r  a  r e t u r n  

Subsec t ion  ( 2 )  ( b )  g e n e r a l l y  
based on 73-2-3, C.R.S. 1963,  
f o r  l i c e n s e e s  u n d e r  t h e  
Money-lenders Act .  



I 

u n s a t i s f i e d  e i t h e r  i n  whole o r  i n  p a r t  of  any execut ion issued 

upon such judgment, may maintain an a c t i o n  i n  h i s  own name 

upon such bond i n  any c o u r t  of competent j u r s i d i c t i o n .  The 

commissioner s h a l l  f u r n i s h  t o  anyone applying t h e r e f o r  a c e r t i -

f i e d  copy of any such bond f i l e d  w i t h  him, upon t h e  payment of 

a f e e  of two d o l l a r s ,  and such c e r t i f i e d  copy s h a l l  be prima 

f a c i e  evidence i n  any cour t  t h a t  such bond was duly executed 

and de l ive red  by each person whose name appears  thereon.  Said  

, 	 bond s h a l l  be renewed and r e f i l e d  annual ly ,  n o t  l a t e r  than  t h e  
OD 
o 	 t w e n t i e t h  day of December of each year ,  o r  t h e  l i c e n s e e  s h a l l  

cease  doing business.  and l i c e n s e  s h a l l  be revoked by the .  com- 

miss ioner ,  bu t  s a i d  bond u n t i l  renewed and r e f i l e d  s h a l l  be and 

remain i n  f u l l  f o r c e  and e f f e c t ,  f o r  a period of t h r e e  y e a r s  

from t h e  time of approval  t he reo f  by t h e  commissioner. 

(3 )  I f  t h e  commissioner s h a l l  n o t  so f i n d ,  he s h a l l  e n t e r  

an o r d e r  denying such app l i ca t ion  and fo r thwi th  n o t i f y  t h e  

a p p l i c a n t  of t h e  d e n i a l ,  r e tu rn ing  t h e  l i c e n s e  f ee .  Within 

f i f t e e n  days a f t e r  t h e  e n t r y  of such an  order, he s h a l l  prepare  

w r i t t e n  f ind ings  and s h a l l  fo r thwi th  d e l i v e r  a copy the reo f  t o  

t h e  appl ican t .  

Subsect ion (3) same a s  73-3-
5 (3). C.R.S. 1963. 



TMf 

SECTION 7. Content and pos t in9  of l i c e n s e  - l i m i t a t i o n s  -
annual f ee .  (1)  Each l i c e n s e  s h a l l  s t a t e  t h e  address  a t  

which t h e  p lace  of bus iness  i s  t o  be l o c a t e d ,  and s h a l l  s t a t e  

f u l l y  t h e  name of t h e  l i c e n s e e  and, i f  t h e  l i c e n s e e  is a p a r t -

nersh ip  o r  a s soc ia t ion ,  t h e  names of t h e  members the reo f ,  o r  

t h e  t r a d e  name o r  assumed name, i f  any, under which t h e  li-

censee may d e s i r e  t o  conduct such business .  Each l i c e n s e  s h a l l  

be kept  conspicuously posted i n  t h e  l i censed  p lace  of bus iness  

I and s h a l l  not  be t r a n s f e r a b l e  o r  ass ignable .  

( 2 )  ( a )  No l i c e n s e  s h a l l  au thor i ze  o r  permit a l i c e n s e e  
I 

t o  engage i n  the  business  of banking a s  def ined  i n  chap te r  14,  

Colorado Revised S t a t u t e s  1963, o r  t o  use  t h e  words nbank,w 

#banker," o r  "banking" i n  i t s  name, o r  t o  r e f e r  t o  i t se l f  a s  a. 
bank o r  banker i n  any of i t s  adve r t i s ing .  The term Madver t i s -

inga  includes  a l l  checks, d r a f t s ,  money o rde r ,  promissory notes ,  

and o t h e r  items of commercial paper and a l l  l e t t e r h e a d s ,  b i l l s ,  

handouts, and o t h e r  m a t e r i a l s  upon which t h e  name of t h e  li-

censee i s  displayed. 

( b )  No l i censee  s h a l l  accept  d e p o s i t s ,  savings accounts,  

Same a s  73-3-6, C.R.S. 1963-

Def in i t ion  of a a d v e r t i s i n g *  
added i n  Subsect ion (2) ( a )  

*Savings accountsMadded i n  



o r  i s s u e  c e r t i f i c a t e s  of d e p o s i t ;  b u t  t h e  foregoing p r o h i b i t i o n  

s h a l l  n o t  r e s t r i c t  t h e  r i g h t  of any l i c e n s e e  t o  borrow money 

by way of a promissory n o t e  l abe l ed  a s  such f o r  t h e  purpose of 

o b t a i n i n g  c a p i t a l  f o r  u se  i n  i ts  bus iness .  

( 3 )  Every l i c e n s e e  s h a l l ,  on o r  b e f o r e  t h e  t w e n t i e t h  day 

of December i n  each yea r ,  pay t o  t h e  commissioner t h e  annual  

l i c e n s e  f e e  f o r  t h e  nex t  succeeding c a l e n d a r  y e a r  i n  t h e  amount 

provided i n  s e c t i o n  5 of t h i s  a c t .  

I SECTION 8. P lace  of  bus iness  - removal - res idence ,  ( 1 )  
a3
" Only one place  of bus ines s  s h a l l  be mainta ined under any li-
I 

cense,  b u t  t h e  commissioner may i s s u e  a d d i t i o n a l  l i c e n s e s  t o  

t h e  same l i c e n s e e  upon compliance w i t h  a l l  of t h e  p rov i s ions  

of t h i s  a c t  governing t h e  issuance of a s i n g l e  l i c e n s e .  

(2) No change i n  t h e  p lace  of  b u s i n e s s  of a l i c e n s e e  t o  

a l o c a t i o n  o u t s i d e  t h e  o r i g i n a l  county o r  c i t y  and county 

wherein t h e  l i c e n s e e  was f i r s t  l i c e n s e d  t o  engage i n  t h e  bus i -  

ness  of making loans  s h a l l  be permi t ted  under t h e  same l i c e n s e .  

No l i c e n s e e  s h a l l  change h i s  l o c a t i o n  w i t h i n  t h e  same county 

o r  c i t y  and county wi thou t  g iv ing  p r i o r  w r i t t e n  n o t i c e  t he reo f  

t h e  f i r s t  p a r t  of S u b s e c t i o n  
( 2 )  ( b )  and "promissory n o t e w  
used i n  p l a c e  o f  "no tes ,  
bonds, debentures ,  o r  s i m i l a r  
evidence o f  indebtedness"  i n  
l a s t  p a r t  of  t h i s  s u b s e c t i o n .  

Subsect ion ( 1 )  l a r g e l y  t h e  
same a s  73-3-7 (1).  C . R , S ,  
1963, wi th  *any* being used  
i n  p l a c e  o f  * the  sameu li-
cense i n  f i r s t  p a r t  of t h i s  
subsec t ion ,  

Largely  same a s  Subsec t ion  
( 2 )  of 73-3-7, C.R.S. 1963. 
1942 Uniform Small  Loan Law 
Dra f t  provided i n  t h e  com- 
miss ioner  w i t h  d i s c r e t i o n a r y  
power t o  approve o r  d i s ap -  
prove changes i n  bus ines s  
l o c a t i o n s .  



t o  t h e  commissioner who s h a l l  approve such change of p lace  of 

bus iness  and endorse t h e  same upon t h e  l i c e n s e .  

( 3 )  Nothing i n  t h i s  a c t  s h a l l  be cons t rued  t o  l i m i t  o r  

r e s t r i c t  t h e  making of l oans  by a l i c e n s e e  t o  r e s i d e n t s  of t h e  

county o r  c i t y  and county i n  which t h e  l i c e n s e e ' s  p lace  of 

bus iness  is loca ted .  

SECTION 9. Revocation - suspension - re ins ta tement -

sur render  of l i c e n s e s .  (1 )  ( a )  The commissioner s h a l l ,  upon 

I twenty-days' w r i t t e n  n o t i c e  t o  t h e  l i c e n s e e  by r e g i s t e r e d  o r  

m 
0) 

c e r t i f i e d  mai l ,  r e t u r n  r e c e i p t  requested,  s t a t i n g  t h e  contem- 
I 

pla ted  a c t i o n  and i n  genera l  t h e  grounds t h e r e f o r ,  and upon 

reasonable oppor tun i ty  t o  be heard,  revoke any l i c e n s e  i s sued  

hereunder i f  he f i n d s  t h a t :  

( b )  The l i c e n s e e  has f a i l e d  t o  pay t h e  r equ i r ed  annual 

l i c e n s e  fee ;  o r  t h a t  

( c )  The l i c e n s e e ,  e i t h e r  knowingly o r  wi thout  t h e  exer- 

c i s e  of due ca re  t o  prevent t h e  same, has v i o l a t e d  any provi-  

s ion of t h i s  a c t  o r  any r e g u l a t i o n  o r  o r d e r  l awfu l ly  made by 

I 
Same a s  72-3-7 (3). C.R.S. 
1963. 

I
I 

Subsection ( 1 )  based on 73-3-
8, C.R.S. 1963. Time of 
n o t i c e  extended from t e n  t o  
twenty days. The fo l lowing  
cause f o r  r evoca t ion ,  which 
was contained i n  t h e  1942 
uniform d r a f t ,  was no t  in -  
cluded: "Any f a c t  o r  condi- 
t i o n  e x i s t s  which, i f  it had 
e x i s t e d  o r  had been known t o  
e x i s t  a t  t h e  t i m e  of  t h e  
o r i g i n a l  a p p l i c a t i o n  f o r  such  
l i c e n s e ,  c l e a r l y  would have 
j u s t i f i e d  t h e  Commissioner 
i n  re fus ing  o r i g i n a i l y  t o  is-
such l icense .  

I
I 



t h e  commissioner pursuant t o  and within t h e  a u t h o r i t y  of t h i s  

a c t ;  

( d )  Licensee made a m a t e r i a l  misstatement i n  t h e  app l i -  

c a t i o n  f o r  l i cense ;  

( e )  Licensee defrauded any borrower t o  t h e  borrower1 s 

damage; 

( f )  Licensee f a i l e d  t o  p e r f o m  any v a l i d  wr i t t en  agree- 

ment with any borrower. 

I 	 (2) I f  a l i censee  is  a f i rm,  a s soc ia t ion ,  o r  corporat ion,  

it s h a l l  be s u f f i c i e n t  cause f o r  t h e  revocat ion of a l i c e n s e  
I 

t h a t  any o f f i c e r ,  d i r e c t o r ,  o r  t r u s t e e  t h e r e o f ,  o r  any member 

of a l icensed  par tnership,  has  s o  ac ted  o r  f a i l e d  t o  a c t  a s  

would be cause f o r  revoking a l i c e n s e  t o  such pa r ty  a s  an ind i -  

vidual.  Each l i censee  s h a l l  be responsible  f o r  t h e  a c t s  of 

any o r  a l l  of h i s  employees whi le  a c t i n g  a s  h i s  agent,  i f  such 

l i censee  had a c t u a l  knowledge of  s a i d  a c t s  and, a f t e r  such 

a c t u a l  knowledge, r e t a ined  t h e  b e n e f i t s ,  proceeds, p r o f i t s ,  o r  

advantages accruing from s a i d  a c t s ,  o r  otherwise r a t i f i e d  s a i d  

ac ts .  

Subsection (1) ( d ) ,  ( e ) ,  and 
( f )  a r e  new. 

Subsection (2)  is  new. 
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t h e  commissioner t h e  sum of f i f t y - f i v e  d o l l a r s  pe r  day fo r  each 

person engaged i n  t h e  making of such s p e c i a l  examination. 

(2)  Upon t h e  f i l i n g  of a  w r i t t e n  complaint  wi th  t h e  com- 

z i s s i o n e r  by any borrower o r  h i s  des igna t ed  agent  having reason 

to b e l i e v e  t h a t  any p rov i s ion  of t h i s  a c t  o r  any o t h e r  law 

r e l a t i n g  t o  a  c o n t r a c t  of loan has been v i o l a t e d ,  which com- 

p l a i n t  s e t s  f o r t h  t h e  d e t a i l s  of such a l l e g e d  v i o l a t i o n ,  o r ,  

f o r  t h e  purpose of d i s cove r ing  v i o l a t i o n s  of t h e  p rov i s ions  of 
I 

t h i s  a c t  o r  of secur ing  informat ion l a w f u l l y  r equ i r ed  by t h i s  0 


I a c t ,  t h e  commissioner o r  h i s  duly  au tho r i zed  r e p r e s e n t a t i v e  

may, a t  any time between t h e  hours of n i n e  o ' c lock  a.m, and 

f i v e  o ' c lock  p.m. d a i l y ,  except  Sa turdays ,  Sundays, and l e g a l  

ho l idays ,  i n v e s t i g a t e  t h e  bus iness  and examine t h e  books, 

accounts,  records ,  and papers  used t h e r e i n  of any l i c e n s e e ,  o r  

any o t h e r  person engaged i n  t h e  bus ines s  of  making loans ,  o r  

p a r t i c i p a t i n g  i n  such bus iness  a s  p r i n c i p a l ,  agent ,  broker ,  o r  

:Subsect ion ( 2 )  based on 
73-3-9 ( 2 ) .  C.R.S. 1963 --
# o r  t o  a s s i s t  i n  n e g o t i a t i n g  
o r  making l o a n  t r a n s a c t i o n s w  
added, and a u t h o r i z a t i o n  f o r  
a des igna ted  agent  t o  f i l e  a 
w r i t t e n  complaint  wi th  a 
commissioner a l s o  added, 



b e l i e v e  i s  v i o l a t i n g  any provis ion  of t h i s  a c t .  For purposes 

of t h i s  a c t ,  any person who s h a l l  a d v e r t i s e  f o r ,  s o l i c i t ,  o r  

hold himself o u t  a s  w i l l i n g , f o r  any cons ide ra t ion ,  t o  negot i -  

a t e  o r  make loan t r a n s a c t i o n s ,  o r  t o  a s s i s t  i n  n e g o t i a t i n g  o r  

making loan  t r a n s a c t i o n s ,  s h a l l  be presumed t o  be engaged i n  

t h e  bus iness  of making loans .  

(3 )  The commissioner o r  h i s  d u l y  au thor ized  r ep re sen ta -  

t i v e s  s h a l l  have and be given f r e e  a c c e s s  t o  t h e  o f f i c e s  and 

p l a c e s  of business  and f i l e s  of  a l l  such persons ,  and s h a l l  

have a u t h o r i t y  t o  r e q u i r e  t h e  a t tendance  of  any person and t o  

examine him under o a t h  r e l a t i v e  t o  t h e  l oans ,  bus iness ,  o r  

s u b j e c t  mat te r  of any examination, i n v e s t i g a t i o n ,  o r  hearing.  

( 4 )  Whenever t h e  commissioner has  reasonable  cause  t o  

b e l i e v e  t h a t  any person i s  v i o l a t i n g  any provis ion  of t h i s  a c t ,  

he may, i n  a d d i t i o n  t o  a l l  o t h e r  a c t i o n s  provided f o r  i n  t h i s  

a c t  and without p r e j u d i c e  t h e r e t o ,  e n t e r  an o rde r  r e q u i r i n g  

such  person t o  cease  and d e s i s t  a s  t o  such v i o l a t i o n ;  and an 

a c t i o n  may be brought by t h e  connnissioner through t h e  a t t o r n e y  

Subsect ion (3) same a s  
73-3-9 ( 3 ) ,  C.R.S. 1963. 

Subsect ion (4 )  same a s  
73-3-9 ( 4 ) ,  C.R.S. 1963. 



g e n e r a l  t o  r e s t r a i n  o r  e n j o i n  such person from engaging i n  o r  

con t inu ing  such v i o l a t i o n  o r  from doing any a c t  o r  a c t s  i n  

f u r t h e r a n c e  t h e r e o f .  I n  a d d i t i o n  t o  a l l  o t h e r  means provided 

by law f o r  t h e  enforcement of a temporary r e s t r a i n i n g  o r d e r ,  

temporary i n j u n c t i o n ,  o r  f i n a l  i n j u n c t i o n ,  t h e  c o u r t  i n  which 

such a c t i o n  i s  brought s h a l l  have power and j u r i s d i c t i o n  t o  

impound, and t o  appoin 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 busi -  

ness  of any such person, i nc lud ing  books, pape r s ,  documents, 

I and r eco rds  p e r t a i n i n g  t h e r e t o  o r  so  much t h e r e o f  a s  t h e  c o u r t  
9 


may deem reasonably  necessary  t o  p reven t  f u r t h e r  v i o l a t i o n s  of 
I 

t h i s  a c t  through o r  by means of t h e  use  of  s a i d  p roper ty  and 

business .  Such r e c e i v e r ,  when appointed and q u a l i f i e d ,  s h a l l  

have powers and d u t i e s  a s  t o  custody,  c o l l e c t i o n ,  adminis t ra-

t i o n ,  winding up, and l i q u i d a t i o n  of s a i d  p r o p e r t y  and bus ines s  

a s  s h a l l  from time t o  time be confer red  upon him by t h e  c o u r t .  

SECTION 11. Books and r e c o r d s  - annual  r e p o r t s .  ( 1 )  

Each l i c e n s e e  s h a l l  keep and use  i n  h i s  bus ines s  such books, 

accounts, and r eco rds  a s  t h e  commissioner may r e q u i r e  and a s  

w i l l  enable t h e  commissioner t o  determine whether such l i c e n s e e  

Subsect ion ( 1 )  same a s  73-3-
10 ( l ) ,  C.R.S. 1963. 



i s  complying wi th  t h e  p rov i s ions  of t h i s  a c t  and with  t h e  o r d e r s  

and r e g u l a t i o n s  l awfu l ly  made by t h e  commissioner. Each l i c e n -  

s ee  s h a l l  p reserve  such books, accounts ,  and records  f o r  a t  

l e a s t  two y e a r s  a f t e r  making t h e  f i n a l  e n t r y  on any loan  re-

corded t h e r e i n .  

( 2 )  ( a )  Every l i c e n s e e  s h a l l  f i l e  an annual  r e p o r t  con- 

ce rn ing  t h e  bus iness  and o p e r a t i o n s  dur ing  t h e  preceding c a l -  

endar  y e a r ,  i n  t h e  o f f i c e  of t h e  commissioner on o r  before  t h e  

I first day of Apr i l  of each year .  Such r e p o r t  s h a l l  i nc lude  a 
9 

o f i n a n c i a l  s ta tement  of such l i c e n s e e  a s  of t h e  t h i r t y - f i r s t  
I 

day of December next  preceding;  a s ta tement  of income and ,ex-  

penses; charges  c o l l e c t e d ;  and such o t h e r  r e l e v a n t  informat ion 

i n  such form and d e t a i l  a s  t h e  commissioner may prescr ibe .  

Any person having more than  one l i c e n s e  under  t h e  prov is ions  

of t h i s  a c t  may f i l e  a conso l ida t ed  r e p o r t  cover ing  a l l  of  t h e  

l i censed  p laces  of business.  

( b )  Such r e p o r t s  s h a l l  be made under o a t h  and s h a l l  be 

i n  t h e  form prescr ibed  by the commissioner, who s h a l l  annual ly  

make an a n a l y s i s  and r e c a p i t u l a t i o n  of a l l  such r epo r t s .  

Subsect ion ( 2 )  ( a )  and (b)
based on 73-3-10 (2) .  C . R . S .  
1963, a s  amended by c h a p t e r  
29, Sess ion Laws of  1964. 



( c )  F a i l u r e  t o  f i l e  t h e  r e p o r t s  r equ i r ed  i n  t h i s  subsec- 

t i o n  ( 2 )  w i th in  t h e  t ime p re sc r ibed  t h e r e f o r  s h a l l  s u b j e c t  t h e  

l i c e n s e e  t o  a pena l ty  of twenty-f ive  d o l l a r s  p e r  day f o r  each 

day such r e p o r t  i s  overdue. 

SECTION 12. Resu la t ions  and o r d e r s  - cop ie s  of  documents. 

(1) The commissioner s h a l l  have a u t h o r i t y  t o  make r u l e s  and 

o r d e r s  f o r  t h e  admin i s t r a t i on  and enforcement of t h i s  a c t  and 

t o  adminis te r  such r u l e s  and o r d e r s  i n  accordance w i t h  t h e  

prov is ions  of a r t i c l e  16,  chap te r  3, Colorado Revised S t a t u t e s  

I 1963. 
9

P (2)  On a p p l i c a t i o n  of any person and payment o f  t h e  c o s t s  
I 

t he reo f ,  t h e  commissioner s h a l l  f u r n i s h ,  under h i s  s e a l  apd 

s igned by him o r  h i s  deputy, a c e r t i f i e d  copy of any l i c e n s e ,  

r egu la t ion ,  o r  o rder .  I n  any c o u r t  o r  proceeding, such copy 

s h a l l  be prima f a c i e  evidence of t h e  f a c t  of  t h e  i s suance  of 

such l i cense ,  r e g u l a t i o n ,  o r  o rder .  

SECTION 13. Advert isinq.  ( 1 )  No l i c e n s e e  o r  o t h e r  per- 

son sub jec t  t o  t h i s  a c t  s h a l l  a d v e r t i s e ,  d i sp l ay ,  d i s t r i b u t e ,  

t e l e v i s e ,  o r  b roadcas t ,  o r  cause  o r  permit  t o  be  a d v e r t i s e d ,  

!2QBmm 

Subsect ion (2) ( c )  is  new. 

Based on 73-3-11, C.R.S. 1963. 
Reference t o  the,  admin i s t r a -  
t i v e  code procedures  i n  a r t i -  
c l e  16 of c h a p t e r  3, C.R.S. 
1963, has been added i n  Sub- 
s e c t i o n  (1) .  

Based on 73-3-12, C.R.S. 
1963. nRatesW and "condi- 
t i o n s "  of l o a n s  added i n  
Subsect ion (1 ) .  



displayed,  d i s t r i b u t e d ,  t e l e v i s e d ,  o r  broadcast ,  i n  any manner 

whatsoever, any f a l s e ,  misleading, o r  decept ive  statement o r  

r ep resen ta t ion  with regard t o  t h e  charges f o r ,  r a t e s  f o r ,  terms 

o f ,  o r  condi t ions  of loans.  

( 2 )  The commissioner may r e q u i r e  t h a t  charges o r  r a t e s  of 

charge, i f  s t a t e d  by a l i censee ,  be s t a t e d  f u l l y  and c l e a r l y  

and i n  such manner a s  t h e  commissioner may deem necessary t o  

prevent misunderstanding thereof  by prospec t ive  borrowers. 

I Licensees s h a l l  not r e f e r  i n  t h e i r  a d v e r t i s i n g  t o  t h e  f a c t  t h a t  
9 

ul t h e i r  business  i s  under s t a t e  supeivis ion.  
I 

(3) Each l i censee  s h a l l  d i s p l a y  i n  each l icensed  place 

of business,  i n  a prominent place,  a f u l l  and accura te  schedule 

of t h e  maximum r a t e s  of charges  upon a l l  c l a s s e s  of loans cur- 

r e n t l y  t o  be made by him. 

SECTION 14. Business confined t o  l i censed  o f f i c e .  (1) 

No l i censee  s h a l l  conduct t h e  business  of making loans under 

t h i s  a c t  within t h e  same o f f i c e ,  s u i t e ,  room, o r  business  i n  

which any business of a bank, t r u s t  company, savings bank, 

Las t  sentence i n  Subsec t ion  
( 2 )  changed t o  p r o h i b i t  
re ference  by l i c e n s e e s  i n  
t h e i r  a d v e r t i s i n g  t h a t  t h e i r  
business i s  under s t a t e  
supervision.  

Subsection (3) is  new and is  
based on provis ion  i n  1942 
uniform d r a f t .  

Subsection ( 1 )  is new and is 
based on a provis ion  i n  t h e  
1942 uniform d r a f t .  1942 
uniform d r a f t  p rovis ion  
t h a t  i s  l e f t  o u t  of t h e  sec-
t i o n  t o  t h e  e f f e c t  t h a t  "no 
l i c e n s e e  s h a l l  t a k e  a l i e n  
upon r e a l  e s t a t e  a s  s e c u r i t y  
f o r  any loan made under t h i s  
A c t ,  except such l i e n  a s  is 



i n d u s t r i a l  bank, sav ings  and loan  a s s o c i a t i o n ,  c r e d i t  union, 

o r  pawnbroker i s  s o l i c i t e d  o r  engaged. 

(.2) No l i c e n s e e  s h a l l  engage i n  t h e  bus iness  of  making 

l o a n s  provided f o r  by t h i s  a c t  under any name, o r  a t  any p lace  

of bus iness  wi th in  t h i s  s t a t e ,  o t h e r  than t h a t  s t a t e d  i n  t h e  

l i c e n s e .  

SECTION 15. Charqes - f e e s  - l oan  s p l i t t i n s  - insurance.  

( 1 )  ( a )  Any person engaged i n  t h e  bus ines s  of making loans  

I may c o n t r a c t  f o r  and r ece ive  charges  upon any loan  n o t  exceed- 
9 

@ ing  one of t h e  fo l lowing  two schedules :  
I 

Option A: Three per  cen t  p e r  month upon t h a t  p a r t  ok t h e  

loan not  exceeding t h r e e  hundred d o l l a r s ;  one and one-half per 

c e n t  per  month upon t h a t  p a r t  of t h e  loan  i n  excess  o f  t h r e e  

hundred d o l l a r s  and no t  exceeding f i v e  hundred d o l l a r s ;  and 

one pe r  cen t  pe r  month on t h a t  p a r t  of t h e  loan exceeding f i v e  

hundred d o l l a r s .  

Option B: One and th ree - fou r th s  p e r  c e n t  p e r  month on t h e  

t o t a l  amount of any loan exceeding f i f t e e n  hundred d o l l a r s .  

c r e a t e d  by law through  t h e  
r e n d i t i o n  o r  r eco rd ing  of 
a judgment." 

Subsect ion (2)  l a r g e l y  same 

a s  73-3-13, C.R.S. 1963. 


Subsect ion ( 1 )  ( a )  based i n  
p a r t  on 73-3-14 ( 1 )  ( a )  and  
73-2-5, C.R.S. 1963. R a t e  
i s  same a s  a t  p r e s e n t  f o r  
l o a n s  of $1500 o r  l e s s ,  b u t  
maximum r a t e  f o r  l o a n s  i n  ex-
c e s s  of $1500 reduced from 
two p e r  c e n t  p e r  month t o  
one and t h r e e - f o u r t h s  p e r  
c e n t  pe r  month. T h i s  l a t t e r  
dec rease  i s  o f f s e t  i n  p a r t ,  
however, by a l lowing  t h e  mak-
i ng  of a d d i t i o n a l  cha rges  
f o r  o f f i c i a l  f e e s ,  e t c . ,  t h e  
same a s  a r e  a l lowed f o r  
l oans  under $1500. Also,  
l eav ing  Option A open a t  t h e  
end means t h a t  l o a n s  o v e r  
$1500 would r e s u l t  i n  an ef-
f e c t i v e  lower i n t e r e s t  r a t e  
under Option A t h a n  under  
Option B. 
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borrower  by both such persons  s h a l l  n o t  exceed t h o s e  a u t h o r i z e d  

by t h i s  a c t .  

( 2 )  A l i c e n s e e  o r  o t h e r  person making and c o l l e c t i n g  a  

l oan  s h a l l  no t  compound such charges ;  b u t ,  i f  p a r t  o r  a l l  of 

t h e  c o n s i d e r a t i o n  f o r  a c o n t r a c t  of l o a n  is  t h e  unpaid p r i n c i -  

p a l  ba lance  of a p r i o r  l oan ,  then  t h e  p r i n c i p a l  amount payable  

under  such c o n t r a c t  of l oan  may i n c l u d e  any unpaid charges  

which have accrued. 

I (3) ( a )  The fo l l owing  requ i rements  s h a l l  app ly  t o  a  li-
9 

o, censee  o r  o t h e r  person who p r e c a l c u l a t e s  charges  and adds  t h e  
I 

same t o  t h e  amount of  t h e  loan: 

( b )  I f  prepayment i n  f u l l  by cash ,  renewal,  o r  r e f i nanc -  

i n g  occu r s  wi th in  s i x t y  days a f t e r  t h e  d a t e  of making s a i d  

l oan ,  o r  i f  t h e  c o n t r a c t  of  loan  does  n o t  provide  f o r  subs tan-  

t i a l l y  equal  consecu t ive  monthly i n s t a l l m e n t s ,  t h e  l i c e n s e e  

s h a l l  r e c a l c u l a t e  charges  thereon and c o l l e c t  t h e  same, a t  t h e  

p e r  c e n t  pe r  month r a t e  used t o  p r e c a l c u l a t e  t h e  charges  o r i g i -  

n a l l y  added t o  t h e  amount of t h e  l oan ,  upon t h e  a c t u a l  unpaid 

Based on 73-3-14 ( 2 ) ,  C.R.S. 
1963 -- "or  o t h e r  pe r sonu  
added i n  f i r s t  l i n e .  

Based on 73-3-14 ( 3 )  C.R.S. 
1963 -- "o r  o t h e r  pe r sonu  
added i n  f i r s t  s e n t e n c e  o f  
Subsec t ion  ( 3 )  ( a ) .  



~ r i n c i p a l  ba lances  of t h e  loan  f o r  t h e  t ime a c t u a l l y  ou ts tand-  

ing.  

( c )  I f  t h e  c o n t r a c t  of loan  provides  f o r  repayment t he re -  

of i n  s u b s t a n t i a l l y  equa l  consecut ive  monthly i n s t a l l m e n t s  and 

if prepayment i n  f u l l  by cash,  renewal, o r  r e f inanc ing  occurs  

subsequent t o  s i x t y  days  a f t e r  t h e  d a t e  of making s a i d  loan,  it 

s h a l l  be s u f f i c i e n t  t o  refund o r  c r e d i t  t o  t h e  borrower t h a t  

proport ion of t h e  t o t a l  charges which t h e  sum of t h e  monthly 

balances  scheduled t o  fo l low t h e  i n s t a l l m e n t  d a t e  of t h e  no te  
9 

a n e a r e s t  t h e  d a t e  of prepayment b e a r s  t o  t h e  sum of a l l  monthly 
I 

balances  scheduled by t h e  o r i g i n a l  c o n t r a c t  of loan. 

( d )  A l i c e n s e e  may charge,  c o n t r a c t  f o r ,  and c o l l e c t  a 

delinquency charge on each i n s t a l l m e n t  i n  d e f a u l t  f o r  a  per iod 

of no t  l e s s  than t e n  days i n  an amount n o t  t o  exceed two p e r  

c e n t  of each such in s t a l lmen t ,  and, where such del inquency 

charge r e s u l t s  i n  a  charge of l e s s  t han  one d o l l a r ,  a  minimum 

charge of one d o l l a r  may be made. Such delinquency charges  

c o l l e c t e d  s h a l l  be a  c r e d i t  t o  t h e  borrower i f  r e c a l c u l a t i o n  i s  

made a s  provided i n  subsec t ion  (3 )  ( b )  of t h i s  s ec t ion .  I n  

Minimum del inquency c h a r g e  
of one d o l l a r  added i n  Sub- 
s e c t i o n  ( 3 )  ( d ) ,  and l a s t  
sen tence  is new. 



c a s e s  of  d e f a u l t  payment, i n  t h e  e v e n t  any h o l d e r  of a c o n t r a c t  

of l o a n  s h a l l  e l e c t  t o  a c c e p t  a  l a t e  monthly payment, o r  t o  

a c c e p t  a  l a t e  monthly payment and t o  c o l l e c t  t h e  de l inquency  

charges  provided f o r  i n  t h i s  pa ragraph ,  such  h o l d e r  s h a l l  be 

deemed t o  have waived h i s  r i g h t  t o  d e c l a r e  t h e  f u l l  amount of  

t h e  b a l a n c e  then  due and owing under  t h e  a c c e l e r a t i o n  c l a u s e ,  

because  of any o t h e r  d e f a u l t s  o r  d e l i n q u e n c i e s  t h e n  due and 

owing a t  t h e  t ime of t h e  accep tance  of t h e  l a t e r  payment, f o r  

1 a p e r i o d  o f  one month. 
w 
0 
0 

( e )  I f  m a t u r i t y  of a l o a n  c o n t r a c t  i s  a c c e l e r a t e d  and 

I t h e  c o n t r a c t  i s  pa id  i n  f u l l ,  o r  upon commencement of a c i v i l  

a c t i o n  t h e r e o n  b e f o r e  t h e  m a t u r i t y  d a t e  o r i g i n a l l y  scheduled  

by t h e  c o n t r a c t ,  t h e  l i c e n s e e  s h a l l  reduce  t h e  b a l a n c e  by a  

c r e d i t  o f  a p o r t i o n  of t h e  charges  computed i n  t h e  same manner 

a s  though s a i d  loan  has  been p r e p a i d  i n  f u l l  by cash ,  renewal ,  

o r  r e f i n a n c i n g ,  and any judgment e n t e r e d  upon such c o n t r a c t  o f  

loan  s h a l l  t a k e  i n t o  accoun t  such r e d u c t i o n .  

"Upon commencement of  a c i v i l  
ac t ion t1  used i n  p l a c e  of  
njudgment i s  e n t e r e d M  i n  Sub- 
s e c t i o n  (3) ( e ) .  



-- - - - 

( 4 )  O f f i c i a l  f e e s  may be c o l l e c t e d  from t h e  borrower  a t  

t h e  time t h e  l o a n  is made o r  become a p a r t  o f  t h e  amount o f  t h e  

l o a n .  

( 5 )  Upon f o r e c l o s u r e  of a t r u s t  deed th rough  t h e  p u b l i c  

t r u s t e e ,  a c t u a l  and r e a s o n a b l e  ou t -o f -pocke t  c o s t s  of  such  

f o r e c l o s u r e  and a r e a s o n a b l e  a t t o r n e y ' s  f e e  s h a l l  be p e r m i t t e d .  

Ac tua l  and r e a s o n a b l e  out -of-pocket  c o l l e c t i o n  expenses  o t h e r  

t h a n  a t t o r n e y ' s  f e e s  i n c u r r e d  i n  c o n n e c t i o n  w i t h  any o t h e r  

a c t u a l  r e p o s s e s s i o n  o r  f o r e c l o s u r e  s h a l l  be pe rmi t t ed .  
C1 


~1 
0 ( 6 )  ( a )  No l i c e n s e e  o r  o t h e r ' p e r s o n  s h a l l  induce o r  per-  
I m i t  any  person,  nor  husband and w i f e ,  j o i n t l y  o r  s e v e r a l l y ,  t o  

become o b l i g a t e d ,  d i r e c t l y  o r  c o n t i n g e n t l y  o r  both ,  upon more 

t h a n  one  c o n t r a c t  of l o a n  a t  t h e  same t i m e  f o r  t h e  purpose o f  

o b t a i n i n g  a h i g h e r  r a t e  of c h a r g e s  t h a n  would o t h e r w i s e  be per-  

m i t t e d  by t h i s  a c t .  

( b )  I n  t h e  e v e n t  a n  a d d i t i o n a l  l o a n  s h a l l  be made by a 

l i c e n s e e  o r  o t h e r  pe r son  t o  a  borrower hav ing  a n  e x i s t i n g  l o a n  

o r  l o a n s  wi th  such l i c e n s e e  o r  person,  t h e n  such  a d d i t i o n a l  l o a n  

s h a l l  b e a r  such c h a r g e s  a s  p e r m i t t e d  by t h i s  a c t  a s  though such  

Based on 73-3-14 ( 4 ) .  C.R.S. 
1963. 

Based on 73-3-14 (5) .  C.R.S. 
1963. U n l i k e  p r e s e n t  l aw,  
a t t o r n e y ' s  f e e s  would n o t  b e  
a l lowed a s  a p a r t  o f  c o l l e c -  
t ion  expenses .  

Based on 73-3-14 ( 6 ) ,  C.R.S. 
1963  -- " o r  o t h e r  p e r s o n W  
added i n  f i r s t  l i n e  and 
s t a t e m e n t  t h a t  " t h e  f o r e g o -  
i n g  p r o h i b i t i o n  s h a l l  n o t  ap-
p l y  t o  l o a n s  made t o  comakers  
o r  g u a r a n t o r s  upon t h e i r  own 
beha l f  h a s  been removed as 
b e i n g  unnecessary .  





a c t  f o r  an  amount and terms and upon cond i t i ons  which a r e  

reasonable  and app rop r i a t e  cons ide r ing  t h e  n a t u r e  o f  t h e  prop- 

e r t y  and t h e  amount and ma tu r i t y  of t h e  loan.  

( d )  Insurance au thor ized  by a r t i c l e  4 of  c h a p t e r  73. 

( e )  The premium s h a l l  no t  exceed t h e  premium f i x e d  pur- 

suan t  t o  law o r  by c u r r e n t  a p p l i c a b l e  manual of a recognized 

insurance r a t i n g  bureau, whichever i s  t h e  l e s s e r  premium. 

( f )  A l i c e n s e e  s h a l l  no t  r e q u i r e ,  n o r ' i n  any way o r  man- 

n e r  coerce,  t h e  purchasing of i n su rance  from t h e  l i c e n s e e ,  o r  

from any agent ,  broker ,  o r  i n su rance  company des igna t ed  by t h e  

l i censee ,  a s  a cond i t i on  precedent  t o  t h e  making of t h e  loan. 

A l i c e n s e e  s h a l l  n o t  dec l ine  e x i s t i n g  insurance  when such e x i s t -  

ing insurance is provided by an  insurance  company du ly  l i censed  

t o  do business  i n  Colorado. A borrower may a t  any time s u b s t i -

t u t e  such e x i s t i n g  insurance f o r  insurance  procured by o r  

Subsect ion (d )  added t o  recog- 
n i ze  a r t i c l e  4 of c h a p t e r  73, 
C.R.S. 1963, r e l a t i n g  t o  i n -
surance a s  s e c u r i t y  f o r  l o a n s .  

Language a u t h o r i z i n g  a li-
censee t o  r e c e i v e  commissions 
on t h e  premiums paid  f o r  i n -  
surance has been omi t ted ,  and 
l i m i t a t i o n  a s  t o  l e s s e r  p re -  
mium has been added. Pro-
v i s i o n  t h a t  t h e  Ivpremiurn may 
be included i n  and become a 
p a r t  of t h e  l o a n n  a l s o  h a s  
been omitted. 

P rov i s ion  f o r  r e fund  of  un-
earned premium h a s  been added 
i n  Subsect ion ( f ) .  



-- -- - 

th rough  a l i censee ,  and s h a l l  be e n t i t l e d  t o  a refund of t h e  un- 

earned premium on t h e  cance l l ed  insurance  procured by o r  through 

t h e  l i c e n s e e  which i s  included i n  t h e  c o n t r a c t  of loan. 

( g )  I f  insurance i s  included i n  t h e  c o n t r a c t  of loan ,  o r  

if t h e  borrower procures  insurance by o r  through t h e  l i c e n s e e ,  

t h e  l i c e n s e e  s h a l l ,  w i th in  t h i r t y  days  a f t e r  execut ion of t h e  

c o n t r a c t ,  d e l i v e r  t o  t h e  borrower, o r  i f  t h e r e  a r e  two o r  more 

borrowers,  t o  one of them, a po l icy  o r  p o l i c i e s  o r  c e r t i f i c a t e  

I 	 of insurance ,  which insurance  s h a l l  be w r i t t e n  by a company 
I-' 
0
P 	

au tho r i zed  t o  do bus iness  i n  t h i s  s t a t e ,  c l e a r l y  s e t t i n g  f o r t h  

t h e  amount of t h e  premium, t h e  kind o r  k inds  of insurance;  and  

t h e  scope of t h e  coverage and a l l  of t h e  terms,  except ions ,  

l i m i t a t i o n s ,  r e s t r i c t i o n s ,  and cond i t i ons  of  t h e  c o n t r a c t  o r  

c o n t r a c t s  of t h e  insurance.  

( h )  Where t h e  c o n t r a c t  of loan provides  f o r  insurance  a t  

t h e  borrower's expense, i f  any disbursement of any p a r t  of t h e  

charge f o r  insurance i s  more than one y e a r  a f t e r  t h e  d a t e  of 

t h e  loan,  any in t . e r e s t  charged on t h e  amount t o  be d i sbursed  

Time f o r  d e l i v e r y  of i n s u r -
ance po l i cy  extended from 15 
t o  30 days. P rov i s ions  re-
l a t i n g  t o  s e t t i n g  f o r t h  t h e  
amount o f  t h e  premium k ind  
of  insurance,  e t c . ,  have been  
added. 

Subsect ion (7)  ( h )  is new. 

a f t e r  one year  w i l l  be computed from t h e  month disbursement i s  I 



made t o  t h e  due da te  f o r  payment of t h e  f i n a l  balance of the  

loan. 

(8) Except a s  provided i n  t h i s  a c t ,  no f u r t h e r  o r  o t h e r  

amount whatsoever s h a l l  be d i r e c t l y  o r  i n d i r e c t l y  charged, con-

t r a c t e d  f o r ,  c o l l e c t e d ,  o r  received by any l i censee ,  holder ,  o r  

o t h e r  person engaged i n  the  business  of making loans.  I f  any 

amount i n  excess of those permitted by t h i s  a r t i c l e  i s  inten-

t i o n a l l y  charged, contracted f o r ,  c o l l e c t e d ,  o r  received except 

r a s  a resul t  of an acc iden ta l  and bona f  ide  e r r o r  of computation, 
k-' 
0 t h e  con t rac t  of loan s h a l l  be void 'and t h e  l icensee ,  holder ,u'

' o r  any o ther  person engaged i n  t h e  business  of making loans  

s h a l l  f o r f e i t ,  a s  l iqu ida ted  damages, t h a t  p a r t  of t h e  pr inc i -  

p a l  not  t o  exceed t h r e e  hundred d o l l a r s ,  and s h a l l  have no r i g h t  

t o  c o l l e c t  o r  rece ive  any charges, i n t e r e s t ,  o r  recompense 

whatsoever; and t h e  licensee, holder,  o r  person engaged i n  t h e  

business of making loans ,  and t h e  s e v e r a l  members, o f f i c e r s ,  

d i r e c t o r s ,  agents, and employees thereof  who s h a l l  have knowingly 

par t ic ipa ted  i n  such v i o l a t i o n  s h a l l  be g u i l t y  of a  misdemeanor 

and, upon conviction thereof ,  s h a l l  be punished by a  f i n e  of not 

Based on 73-3-14 ( 7 ) .  C.R.S. 
1963. A s  provided i n  t h e  
1942 uniform d r a f t ,  i n t en -
t i o n a l  overcharging would 
r e s u l t  i n  a con t rac t  of l o a n  
being void and a  l i c e n s e e ,  
holder ,  o r  o t h e r  person en-
gaged i n  t h e  business  of mak-
ing loans could not c o l l e c t  
any p r i n c i p a l ,  charges,  in-
t e r e s t ,  o r  recompense whatso- 
ever.  I n  such cases  under 
73-3-14 ( 7 ) ,  C.R.S. 1963, 
loan c o n t r a c t s  a r e  c o l l e c t -  
a b l e  a s  t o  t h e  amount ad- 
vanced thereunder,  i n c l u d i n g  
advances f o r  insurance pre- 
miums. 



TOCT 

l e s s  t han  one hundred nor  more than  one thousand d o l l a r s ,  o r  by 

imprisonment i n  t h e  county j a i l  f o r  not  more than  s i x  months, o r  

by both  such f i n e  and imprisonment, i n  t h e  d i s c r e t i o n  of t h e  

c o u r t .  

SECTION 16. Contents of c o n t r a c t s  -- requirements.  ( 1 )  

( a )  The requirements of t h i s  s e c t i o n  apply t o  every l i c e n s e e ,  

ho lder ,  o r  o t h e r  person engaged i n  t h e  bus ines s  of making loans .  

( b )  ( i)  Where any loan  i s  secured by a  l i e n  on proper ty ,  

, e i t h e r  r e a l  o r  personal  o r  both ,  t h e  c o n t r a c t  of loan,  o t h e r  
i-
0 	 than  a  promissory note ,  s h a l l  be i n  w r i t i n g ,  s h a l l  con ta in  a l l  
Q\ 

1 	 of t h e  agreements of t h e  p a r t i e s ,  t h e  d a t e  when s igned,  t h e  

d a t e  of t h e  loan,  t h e  names and addresses  of bo th  t h e  l e n d e r  

and t h e  borrower, a s p e c i f i c  i t emiza t ion  and d e s c r i p t i o n  of 

any s e c u r i t y  i n t e r e s t  t aken  o r  r e t a i n e d  i n  r e a l t y  and consumer 

goods a s  def ined  i n  s e c t i o n  155-9-109 ( 1 ) .  Colorado Revised 

S t a t u t e s  1963, otherwise t h e  t ype  of s e c u r i t y  i n t e r e s t ,  t o  

secure  performance of t h e  o b l i g a t i o n  and s h a l l  be s igned by t h e  

lender  and t h e  borrower, and by each comaker o r  guaran tor ,  i f  

any. An executed copy thereof  s h a l l  be fu rn i shed  t o  t h e  bor- 

Based i n  p a r t  on 73-3-15, 
C.R.S. 1963, w i t h  more s p e c i -
f i c  requirements  added t o  
accompany committee 's  d r a f t  
on r e t a i l  i n s t a l l m e n t  s a l e s  
c o n t r a c t s  and revolv ing  
c r e d i t  agreements. 



I 

rower and t o  every o t h e r  s igne r  who i s  o r  may become l e g a l l y  

l i a b l e  on such c o n t r a c t  of loan a t  t h e  t ime of t h e  execut ion of 

t h e  c o n t r a c t  except ,  where a husband and wife  a r e  t h e  borrowers, 

only one copy need be furnished.  

( i i )  Where a promissory note  i s  t h e  only evidence of in-

debtedness f o r  an unsecured loan,  s a i d  note  s h a l l  conta in  a l l  of 

t h e  agreements of t h e  p a r t i e s ,  t h e  names and addresses  of both 

t h e  l e n d e r  and t h e  borrower, t h e  d a t e  of t h e  loan,  and t h e  d a t e  

fi when signed; and s h a l l  be signed by t h e  borrower, and by each 
w 

comaker o r  guarantor ,  i f  any. Upon r e q u e s t  a t  t h e  time of t h e  

execut ion of such note ,  an unsigned copy thereof  s h a l l  be' 

furn ished  t o  t h e  borrower, and t o  each person who i s  o r  may 

become l e g a l l y  l i a b l e  thereon except ,  where a husband and w i f e  

a r e  t h e  borrowers, only one copy need be furnished.  

( c )  No c o n t r a c t  of loan signed by a borrower is  v a l i d  

when it contains  blank spaces t o  be f i l l e d  i n  a f t e r  execution.  

( d )  Any borrower s h a l l  have t h e  r i g h t  t o  repay a c o n t r a c t  

of loan  i n  f u l l  o r  i n  p a r t  a t  any time. 

( e )  Upon t h e  payment i n  f u l l  of a c o n t r a c t  of loan,  t h e  



I 

h o l d e r  s h a l l  mark t h e  ins t rument  "pa idM o r  @ c a n c e l l e d u  and with- 

i n  twenty days  t h e r e a f t e r  d e l i v e r  t h e  same t o  t h e  person making 

such payment, r e s t o r e  any pledge,  and d e l i v e r  a  r e l e a s e  of any 

ins t rument  s ecu r ing  t h e  c o n t r a c t  of l oan ,  whe ther  o r  no t  t h e  

same has  been f i l e d  o r  recorded.  

( f )  Unless n o t i c e  has  been given t o  t h e  borrower of a c t u a l  

o r  in tended  assignment of a  c o n t r a c t  of loan, .payment  t he r e -  

under o r  t e n d e r  t he r eo f  made, o r  n o t i c e  r e q u i r e d  o r  pe rmi t t ed  

, by t h i s  a c t ,  by t h e  borrower t o  t h e  l a s t  known h o l d e r  of such 
C-' 
o c o n t r a c t  s h a l l  be b inding upon such subsequent  h o l d e r  o r  as-  
a3 


s ignee .  

( g )  Upon w r i t t e n  r e q u e s t  from t h e  borrower,  b u t  no t  more 

o f t e n  t han  once every  s i x  months, t h e  ho lde r  o f  t h e  c o n t r a c t  

s h a l l  g i v e  o r  forward t o  t h e  borrower a  w r i t t e n  s ta tement  of  

t h e  d a t e s  and amounts of payments and t h e  t o t a l  amount unpaid 

under such c o n t r a c t .  

( h )  When any payment i s  made on t h e  c o n t r a c t  of loan,  t h e  

person r e c e i v i n g  such payment s h a l l  g i v e  t h e  person making t h e  

payment a complete w r i t t e n  r e c e i p t  t h e r e f o r .  I f  t h e  person 



fMT 


making the  payment s p e c i f i e d  t h a t  t h e  payment is  made on one of  

s e v e r a l  o b l i g a t i o n s ,  t h e  r e c e i p t  s h a l l  s o  s t a t e .  A n o t a t i o n  i n  

a  payment book of t h e  amount of  t h e  payment o r  u se  of a  coupon 

book system showing t h e  amount of  t h e  payment s h a l l  be a  s u f f i -

c i e n t  compliance w i th  t h i s  paragraph. 

( i )  If  t h e  borrower r e q u e s t s  in format ion  f o r  income t a x  

purposes concerning t h e  amount of i n t e r e s t  p a i d  i n  t h e  p rev ious  

ca l enda r  yea r ,  t h e  ho lde r  s h a l l  provide  it wi thou t  charge once 

, i n  every  ca l enda r  year.  
P 

o (2 )  ( a )  A c o n t r a c t  s h a l l  con t a in  t h e  fo l lowing  items a s  
9 

I such and i n  t h e  fo l lowing  order :  

( b )  A copy of s e c t i o n  15 ( 1 )  of  t h i s  a c t .  

( c )  A s p e c i f i c  i t e m i z a t i o n  and d e s c r i p t i o n  of t h e  r e a l t y  

and consumer goods a s  def ined  i n  s e c t i o n  155-9-109 ( l ) ,  ~ o l o -  

rado Revised S t a t u t e s  1963, o therwise  t h e  t y p e  of s e c u r i t y ,  

taken o r  r e t a i n e d  t o  s ecu re  performance of t h e  ob l iga t i on .  

( d )  The amount of ca sh  advanced t o ,  o r  f o r  and on beha l f  

o f ,  t h e  borrower, bu t  n o t  i nc lud ing  any p r e c a l c u l a t e d  i n t e r e s t .  

( e )  The amount of  o f f i c i a l  fees, i f  any. 



COMMENTS 


( f )  The c o s t  t o  t h e  b u y e r ,  and e a c h  t y p e  o f  i n s u r a n c e ,  i f  

any,  p e r m i t t e d  by t h i s  a c t ,  and i n c l u d e d  i n  t h e  t r a n s a c t i o n ,  

s p e c i f y i n g  t h e  t y p e s  o f  c o v e r a g e .  

( g )  The a g r e e d  r a t e  o f  i n t e r e s t  c h a r g e d ,  i n  amount i f  

i n t e r e s t  i s  p r e c a l c u l a t e d ,  and i n  a  p e r  c e n t  p e r  month r a t e  if 

i n t e r e s t  i s  n o t  p r e c a l c u l a t e d ,  I f  i n t e r e s t  i s  p r e c a l c u l a t e d ,  

t h e  a d d i t i o n a l  c h a r g e ,  i f  any ,  which may b e  c o l l e c t e d  f o r  d e l i n -  

quency, 

I ( h )  The t o t a l  c a s h  amount owing a s  o f  t h e  d a t e  o f  execu-
I-
I- t i o n  of  t h e  c o n t r a c t ,  shown by add ing  t h e  amounts r e q u i r e d  by 
0 


p a r a g r a p h s  ( d ) ,  ( e ) ,  ( f ) ,  and  ( 9 )  of t h i s  s u b s e c t i o n .  

( i )  Schedu le  o f  t h e  number o f  payments r e q u i r e d  and t h e  

amount and d a t e  of  e a c h  payment n e c e s s a r y  f i n a l l y  t o  pay t h e  

o b l i g a t i o n .  

(3)  ( a )  A c o n t r a c t  s h a l l  c o n t a i n  t h e  f o l l o w i n g  items 

which a r e  r i g h t s  of  t h e  p e r s o n  o b l i g a t e d  u n d e r  t h e  c o n t r a c t ,  

and d u t i e s  of t h e  h o l d e r  of t h e  l o a n ,  i n  t e n  p o i n t  b o l d - f a c e  

t y p e  o r  l a r g e r  d i r e c t l y  above  t h e  s p a c e  r e s e r v e d  - in  t h e  con- 

t r a c t  f o r  t h e  s i g n a t u r e  o f  t h e  borrower:  14Notice t o  Borrower: 



I 

"(i) Do not  s ign  t h i s  c o n t r a c t  i f  any of t h e  spaces in- 

tended f o r  t h e  agreed terms t o  t h e  e x t e n t  of then a v a i l a b l e  

information a r e  l e f t  blank. 

~ ( i i )You a r e  e n t i t l e d  t o  a  copy of t h i s  con t rac t  a t  t h e  

time you s ign  it. 

"(iii) I f  t h i s  c o n t r a c t  i s  secured by r e a l t y ,  o r  by con- 

sumer goods a s  def ined i n  sec t ion  155-9-109 ( I ) , Colorado Re-

v ised  S t a t u t e s  1963, you a r e  e n t i t l e d  t o  br ing  aga ins t  t h e  

holder  of t h i s  con t rac t  any claim o r  defense which you may have 
P 
r a g a i n s t  t h e  lender. 
P 

" ( i v )  You have a  r i g h t  a t  any time t o  pay of f  t h e  f u l l  

unpaid balance due under t h i s  con t rac t ,  and i n  so doing you a r e  

e n t i t l e d  t o  rece ive  a  refund o r  c r e d i t  of a  por t ion  of t h e  pre- 

ca lcu la t ed  i n t e r e s t ,  i f  any, and a  refund o r  c r e d i t  of a POI; 

t i o n  of t h e  insurance cos t s .  

* ( v )  You have a  r i g h t  under c e r t a i n  circumstances t o  

redeem t h e  property which secures  t h i s  c o n t r a c t  i f  repossessed 

because of your d e f a u l t ,  and you may, under c e r t a i n  condi t ions ,  

requi re  a  r e s a l e  of t h e  property i f  repossessed.  



I 

@ ( v i )  The ho lde r  of t h i s  c o n t r a c t  has  no r i g h t  t o  f o r c i b l y  

and wi thout  l e g a l  process  e n t e r  your  premises o r  commit any 

breach of t h e  peace t o  repossess  goods under t h i s  c o n t r a c t .  

" ( v i i )  You do no t  have t o  purchase insurance  from t h e  

l ende r  o r  anyone designated by him a s  a  cond i t i on  t o  t h e  making 

of t h i s  loan. You may, i n s t e a d ,  u s e  e x i s t i n g  in su rance  i f  it is  

provided by an insurance company du ly  l i c e n s e d  t o  do bus iness  i n  

Colorado. " 
( b )  Where a  promissory n o t e  i s  t h e  on ly  evidence of in-  

P 
P debtedness .  f o r  an unsecured loan ,  s a i d  no te  s h a l l  con ta in  only  
N 

i tems ( i ) ,  ( i i ) ,  ( i v ) ,  and ( v i i )  of  paragraph ( a )  of t h i s '  sub- 

s e c t i o n  i n  t h e  p r i n t e d  n o t i c e  t o  borrower. 

(4 )  The p r i n t e d  terms f o r  every  c o n t r a c t  s h a l l  be s e t  i n  

e i g h t  po in t  type  except a s  o the rwi se  r equ i r ed  he re in .  I f  t h e  

terms of a  c o n t r a c t  a r e  conta ined  on both s i d e s  of  a  page, 

t h e r e  s h a l l  appear  on t h e  f i r s t  page t h e  fo l lowing  words i n  

t e n  po in t  boldface type: "The terms of  t h i s  agreement a r e  con- 

t a ined  on both s i d e s  of t h i s  page." I f  t h e  terms of a c o n t r a c t  

a r e  contained on more than bo th  s i d e s  of one page, t h e  follow- 

ing words s h a l l  appear  on t h e  f i r s t  s i d e  of  each preceding 



page i n  t e n  po in t  bo ldface  type: ##The terms of t h i s  agreement, 

a r e  contained on more than  one page." 

(5) ( a )  No l i c e n s e e ,  person engaged i n  t h e  bus iness  of  

making loans ,  o r  ho lde r  s h a l l  a t  any t ime t a k e  o r  r e c e i v e  any 

c o n t r a c t  o r  a  s e p a r a t e  agreement r e l a t i n g  t h e r e t o  from a  bor-

rower o r  from any comaker o r  gua ran to r  f o r  t h e  borrower which 

conta ins :  

( b )  Blank spaces  t o  be f i l l e d  i n  a f t e r  execution.  
I ( c )  Any provis ion  f o r  confess ion  of  judgment o r  any power 
w 
w 
L,J o r  warrant  of a t t o rney .  
I 

( d )  Any p rov i s ion  f o r  repossess ion  of t h e  proper ty  secur-

ing  t h e  ob l iga t ion  o r  f o r  t h e  a c c e l e r a t i o n  of t h e  time when a l l  

o r  p a r t  of t h e  sum owing under t h e  c o n t r a c t  becomes payable 

except  f o r  any of t h e  fol lowing reasons:  Defau l t  i n  payment 

thereunder  by t h e  borrower; concealment of t h e  borrower o r  t h e  

p rope r ty  secur ing t h e  o b l i g a t i o n  o r  t h e  i n t e n t i o n  by any per-  

son t o  do so; removal from t h i s  s t a t e  of  t h e  borrower o r  t h e  

p rope r ty  secur ing t h e  o b l i g a t i o n  o r  t h e  i n t e n t i o n  by any person 

t o  do so ;  f raudulen t  conveyance o r  t r a n s f e r  o r  assignment of 



I 

t h e  p r o p e r t y  secur ing  t h e  o b l i g a t i o n  by t h e  borrower o r  h i s  

i n t e n t i o n  t o  do so;  f r aud ,  f a l s e  r e p r e s e n t a t i o n ,  o r  f a l s e  pre- 

t e n s e  by o r  on behalf  of t h e  borrower i n  t h e  e n t e r i n g  i n t o  of 

such c o n t r a c t ;  o r  abandonment, harmful n e g l e c t ,  o r  purposful  

i n j u r y  t o  t h e  p roper ty  by t h e  borrower o r  any o t h e r  person i n  

possess ion  of such p rope r ty  secur ing  t h e  o b l i g a t i o n  o r  t h e  in-  

t e n t i o n  t o  do so. 

( e )  Any p rov i s ion  by which a  borrower g r a n t s  a u t h o r i t y  t o  

t h e  h o l d e r  t o  f o r c i b l y  o r  wi thout  l e g a l  p roces s  e n t e r  t h e  bor- 
P 

rower ' s  premises o r  commit any breach of t h e  peace i n  reposses-  
P 

s i o n  of t h e  c o l l a t e r a l ,  i f  any. 

( f )  Any p rov i s ion  waiving r i g h t s  o r  remedies which t h e  

borrower may have a g a i n s t  t h e  l e n d e r  o r  h o l d e r  of  t h e  c o n t r a c t  

o r  o t h e r  person a c t i n g  i n  h i s  beha l f .  

( 9 )  Any p rov i s ion  f o r  payment of a t t o r n e y  f e e s  excep t  

upon fo rec lo su re  of a trust deed through t h e  pub l i c  trustee. 

( h )  Any p rov i s ion  f o r  payment of c o u r t  c o s t s  o r  c o l l e c -  

t i o n  expenses, bu t  t h i s  s h a l l  no t  p reven t  a  c o u r t  from a s s e s s -  

ing  c o u r t  cos t s .  



(i)  Any provis ion waiving t h e  r i g h t  t o  appeal an adverse 

judgment, o r  waiving r i g h t s  t o  exemptions, o r  waiving t h e  pro- 

v i s i o n s  of .any o r  a l l  s t a t u t e s  of t h i s  s t a t e  o r  of any o r  a l l  

r u l e s  of t h e  supreme cour t  of t h i s  s t a t e ,  

(j) Any provis ion by which t h e  borrower agrees t o  per- 

form se rv ices  o r  con tac t  o the r  persons on behalf of t h e  l ender  
-i n  r e t u r n  f o r  a reduct ion i n  t h e  sum owing, 

(k) Any schedule of payments under which any one payment 
I 

i s  n o t  equal o r  s u b s t a n t i a l l y  equal  t o  a l l  o t h e r  payments o r  
I-' 
I-' 
0 under which the  i n t e r v a l s  between any consecutive payments 
I 

d i f f e r  s u b s t a n t i a l l y  unless  (i)t h e  borrower is given an abso- 

l u t e  r i g h t  upon d e f a u l t  i n  any such excess  o r  i r r e g u l a r  pay- 

ment t o  have the  schedule of unpaid payment, including t h a t  

i n  de fau l t ,  revised t o  conform i n  both amounts and i n t e r v a l s ,  

o r  (ii)unless t h e  t ime and amounts of payments r e l a t e  t o  t h e  

uneven seasonal income of t h e  borrower and a statement t o  

t h a t  e f f e c t  .appears i n  t h e  cont rac t ,  

( 6 )  Any con t rac t  of loan i n  t h e  making o r  c o l l e c t i o n  of 

which any provision of t h i s  sec t ion  s h a l l  have been v io la ted ,  



'tMf 

e i t h e r  knowingly o r  wi thout  t h e  e x e r c i s e  of due c a r e  t o  pre- 

v e n t  t h e  v i o l a t i o n ,  s h a l l  be void ,  and t h e  h o l d e r  s h a l l  f o r f e i t  

a s  l i q u i d a t e d  damages, t h a t  p a r t  of t h e  p r i n c i p a l  no t  t o  ex- 

ceed t h r e e  hundred d o l l a r s ,  and s h a l l  have no r i g h t  t o  c o l l e c t  

o r  r e c e i v e  any charges ,  i n t e r e s t ,  o r  o t h e r  recompense whatso- 

ever .  

SECTION 17. Waqe purchases o r  assiqnment deemed loan. 

The payment of any amount i n  money, c r e d i t ,  goods, o r  t h i n g s  
I 

of va lue  a s  cons ide ra t ion  f o r  any s a l e  o r  assignment o f ,  o r  
r 
0' 

o r d e r  f o r ,  t h e  payment of wages, s a l a r y ,  commissions, o r  o t h e r  
I 

compensation f o r  s e r v i c e s ,  whether earned o r  t o  be earned,  

s h a l l ,  f o r  t h e  purpose of r e g u l a t i o n  under t h i s  a c t ,  be deemed 

a loan  of money secured by such s a l e ,  assignment, o r  order .  

The amount by which such compensation so s o l d ,  ass igned,  o r  

ordered paid exceeds t h e  amount of such c o n s i d e r a t i o n  a c t u a l l y  

paid s h a l l ,  f o r  t h e  purposes of r egu la t ion  under  t h i s  a c t ,  be 

deemed i n t e r e s t  o r  charges upon such loan from t h e  d a t e  of 

such payment t o  t h e  d a t e  such compensation is  payable. Such 

Based on 73-3-16, C.R.S. 1963-- "any amountI1 used t o  re-
p l ace  " f i f t e e n  hundred d o l l a r s  
o r  lessI1 i n  f i r s t  sen tence .  



t r a n s a c t i o n s  s h a l l  be governed by and s u b j e c t  t o  t h e  p rov i s ions  I 
of t h i s  a c t .  

SECTION 18, Waqe assiqnment p roh ib i t ed .  No assignment Based on 73-3-17, C.R.S. 

1963. 


of  wages, s a l a r y ,  commission, o r  o t h e r  compensation f o r  s e r -  
 I 
v i c e s ,  whether earned o r  t o  be earned,  s h a l l  be taken by any ( 

l i c e n s e e  o r  o t h e r  person engaged i n  t h e  b u s i n e s s  of making I 

loans  t o  secure  any loan  made, I 


SECTION 19. Review. I n  a d d i t i o n  t o  any o t h e r  a v a i l a b l e  	 Same a s  73-3-18, C.R.S. 1963. 
I 


C-' remedy, any l i c e n s e e  o r  any person cons ide r ing  himself ag-
C-' 
4 
 gr ieved  by any a c t  o r  o r d e r  of  t h e  commissioner may, w i t h i n  
I 


t h i r t y  days  a f t e r  t h e  e n t r y  of t h e  o r d e r  complained o f ,  o r  
 I 
orde r ,  b r 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  of t h e  c i t y  and , 


with in  s i x t y  days of t h e  a c t  complained o f ,  i f  t h e r e  i s  no I
1 

county of Denver, f o r  j u d i c i a l  review of such a c t  o r  order .  1
. 

SECTIW 20, Loans made elsewhere,  Any l o a n  o r  c o n t r a c t  	 Based on 73-3-21, C.R.S. 1963. 

Second sen tence  is new. 


of loan  made i n  any o t h e r  s t a t e  may be enforced  i n  t h e  s t a t e  I 
of Colorado, I f  t h e  borrower s i g n s  t h e  l o a n  o r  c o n t r a c t  of 
 I 
loan i n  Colorado, such loan  s h a l l  be cons idered  a s  having 



been made i n  Colorado and 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 e  a p p l i c a b l e  laws of t h i s  s t a t e .  

SECTION 21, Repeal - s t a t u s  o f  p re -ex i s t i nq  c o n t r a c t s .  

( 1 )  A r t i c l e s  2  and 3 of chap te r  73, Colorado Revised S t a t u t e s  

1963, a s  amended, a r e  hereby repea led .  

( 2 )  Nothing contained i n  t h i s  a c t  s h a l l  be s o  cons t rued  

I a s  t o  impair  o r  a f f e c t  t h e  o b l i g a t i o n  of any c o n t r a c t  of loan  
P 

between any person and any borrower which was l awfu l ly  en-
00 


t e r e d  i n t o  p r i o r  t o  t h e  e f f e c t i v e  d a t e  of t h i s  a c t ,  

SECTION 22. S t a t u s  of p r e - e x i s t i n s  l i c e n s e e s ,  Any per- 

son having a  l i c e n s e  i n  f o r c e  on t h e  e f f e c t i v e  d a t e  of  t h i s  

a c t  under t h e  p rov i s ions  of r epea l ed  a r t i c l e  3  of c h a p t e r  73, 

Colorado Revised S t a t u t e s  1963, s h a l l ,  notwiths tanding t h e  

r e p e a l  of such a r t i c l e ,  be deemed t o  have a  l i c e n s e  under t h e  

provis ions  of t h i s  a c t  without t h e  n e c e s s i t y  of making a p p l i -  

c a t i o n  the re fo r ,  and t h e  commissioner s h a l l  i s s u e  t o  such a  

l i censee  a  new l i c e n s e  t o  ope ra t e  pursuant  t o  t h e  p rov i s ions  

Repeals Moneylender's Act o f  
1913 and 1955 Colorado Con- 
sumer Finance Act. Does n o t  
r e p e a l  A r t i c l e  1 o f  Chapte r  
73, r e l a t i n g  t o  i n t e r e s t ,  
o r  A r t i c l e  4 of Chap te r  73,  
r e l a t i n g  t o  i n su rance  a s  
s e c u r i t y  f o r  l oans ,  

Same a s  73-3-19 (21, C-R-S. 
1963, 

Based on 73-3-20, C.R.S. 1963. 
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s t a n c e s  i s  h e l d  i n v a l i d ,  such i n v a l i d i t y  s h a l l  n o t  a f f e c t  

o t h e r  p r o v i s i o n s  o r  a p p l i c a t i o n s  of  t h e  a c t  which can  be g i v e n  

e f f e c t  w i t h o u t  t h e  i n v a l i d  p r o v i s i o n  o r  a p p l i c a t i o n ,  and t o  

t h i s  end t h e  p r o v i s i o n s  o f  t h i s  a c t  a r e  d e c l a r e d  s e v e r a b l e .  

SECTION 24. S a v i n s  c l a u s e .  The r e p e a l  o r  amendment o f  

any a r t i c l e ,  s e c t i o n ,  o r  p a r t  of a s e c t i o n  of t h e  laws of  

t h i s  s t a t e  s h a l l  n o t  have t h e  e f f e c t  t o  r e l e a s e ,  e x t i n g u i s h ,  

o r  change, i n  whole o r  i n  p a r t ,  any r i g h t ,  p e n a l t y ,  o r  l i a -  
I b i l i t y ,  e i t h e r  c i v i l  o r  c r i m i n a l ,  which may have been incur -  
P
rJ 
0 red  the reunder ;  and any such  a r t i c l e ,  s e c t i o n ,  o r  p a r t  of a 
I 

s e c t i o n  s h a l l  be cons ide red  a s  remaining i n  f o r c e  f o r  t h e  

purpose of  s u s t a i n i n g  any a c t i o n ,  proceeding,  o r  p r o s e c u t i o n ,  

c i v i l  o r  c r i m i n a l ,  f o r  t h e  enforcement  of such r i g h t ,  p e n a l t y ,  

o r  l i a b i l i t y ,  a s  w e l l  a s  f o r  t h e  s u s t a i n i n g  o f  any judgment, 

dec ree ,  o r  o r d e r  which may be rendered ,  e n t e r e d ,  o r  made i n  

any such a c t i o n ,  proceeding,  o r  p r o s e c u t i o n .  

SECTION 25. 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 J u l y  1, 1967. 





B i l l  F 


A BILL FOR AN ACT 


CONCERNING CERTAIN CONTRACTS OF PURCHASE AND PROVIDING FOR THE 


CANCELLATION OF SUCH CONTRACTS UNDER CERTAIN CIRCUMSTANCES, 

I& Enacted & t h e  General Assembly of t h e  S t a t e  of Colorado: 

SECTION 1. Shor t  t i t l e .  This  a c t  may be known and c i t e d  a s  

wThe Colorado Consumer Home S a l e s  Act of 1967". 

SECTION 2. Def in i t i ons .  ( 1 )  When used i n  t h i s  a c t ,  t h e  

fol lowing words and phrases  have t h e  meanings s e t  o u t  below: 

( 2 )  ItTransient d e a l e r t t  means any person, e i t h e r  p r i n c i p a l  o r  

agent ,  who engages i n  t h e  bus iness  of s e l l i n g  o r  s o l i c i t i n g  t h e  

s a l e  of products ,  commodities, o r  s e r v i c e s  by appearing i n  person 

a t  t h e  home of t h e  consumer t o  whom such s a l e  i s  being o f f e red ,  

bu t  t h i s  term does no t  i nc lude  any person who d e l i v e r s  such goods 

a s  newspapers, milk, o r  bread where t h e  d e l i v e r y  of such i s  made 

on a r e g u l a r  r o u t e  pursuant t o  a  weekly o r  monthly o r d e r  o r  sub-

s c r i p t i o n ,  and n e i t h e r  does t h i s  term inc lude  minors o r  members 

of r e l i g i o u s ,  f r a t e r n a l ,  c h a r i t a b l e ,  o r  c i v i c  o rgan iza t ions  making 

occas iona l  s a l e s  i n  t h e i r  l o c a l  neighborhoods. 

(3) "Products,  commodities, o r  service^^^ inc lude  a l l  manu- 

f a c t u r e d  goods, wares, merchandise, and s e r v i c e s ,  except con-

t r a c t s  of insurance,  co rpo ra t e  shares ,  investment fund c e r t i f i -  

c a t e s ,  debentures ,  r e a l  p roper ty  and any f i x t u r e s  then a t t ached  

t h e r e t o ,  l i v e  animals ,  o r  any a g r i c u l t u r a l  products  except  food. 

SECTION 3. Con t r ac t s  voidable  - requirements of w r i t t e n  

25 ins t ruments .  Notwithstanding any o t h e r  p rov is ion  of law t o  t h e  

26 con t r a ry ,  un l e s s  t h e  name, address ,  and te lephone number of t h e  

27 t r a n s i e n t  d e a l e r ,  and, i f  t h e  d e a l e r  i s  an agent ,  t h e  name, 

28 address ,  and te lephone number of h i s  p r i n c i p a l  appear  on t h e  f a c e  



of any c o n t r a c t ,  promissory n o t e ,  o r  o t h e r  w r i t t e n  ins t rument  

ev idenc ing  a n  o b l i g a t i o n  of t h e  p u r c h a s e r  i n  connec t ion  w i t h  t h e  

s a l e  o f  any p roduc t ,  commodity, o r  s e r v i c e  by such t r a n s i e n t  

d e a l e r ,  s a i d  c o n t r a c t ,  promissory n o t e ,  o r  o t h e r  w r i t t e n  i n s t r u -  

ment s h a l l  n o t  be  a s s i g n a b l e ,  n e g o t i a b l e ,  o r  e n f o r c e a b l e  under  

t h e  laws o f  t h i s  s t a t e .  

SECTION 4. C o n t r a c t  b i n d i n q  - when. ( 1 )  Any c o n t r a c t  r e -  

l a t i n g  t o  t h e  purchase  of  any p roduc t ,  commodity, o r  s e r v i c e s ,  

where t h e  v a l u e  of  such p roduc t ,  commodity, o r  s e r v i c e s  e q u a l s  

o r  exceeds one hundred d o l l a r s  and i n c l u d e s  t h e  making of a 

promissory n o t e  o r  i n s t a l l m e n t  c o n t r a c t ,  s h a l l  be cons ide red  bind- 

i n g  a t  t h e  t ime of t h e  s i g n i n g  of t h e  c o n t r a c t  by a l l  p a r t i e s  

concerned;  b u t  i f  such c o n t r a c t  i s  s igned  a t  t h e  r e s i d e n c e  o f  t h e  

person c o n t r a c t i n g  f o r  t h e  purchase  of  such p roduc t ,  commodity, 

o r  s e r v i c e s ,  s a i d  p u r c h a s e r  may n o t i f y  t h e  s e l l e r ,  w i t h i n  twenty- 

f o u r  hours  a f t e r  such s i g n i n g ,  of h i s  d e s i r e  t o  c a n c e l  s a i d  con- 

t r a c t ,  and such c a n c e l l a t i o n  s h a l l  be  e f f e c t i v e  thereupon.  

Not ice  of c a n c e l l a t i o n  under  t h i s  s u b s e c t i o n  ( 1 )  s h a l l  be g iven  

t o  t h e  s e l l e r  a t  t h e  p l a c e  o f  b u s i n e s s  of  t h e  s e l l e r  a s  s e t  f o r t h  

i n  t h e  agreement and,  i n  t h e  e v e n t  t h a t  t h e  p u r c h a s e r  i s  unable 

t o  c o n t a c t  t h e  s e l l e r ,  t h e  p u r c h a s e r ' s  evidence  of  a r e a s o n a b l e  

a t t e m p t  t o  c o n t a c t  s a i d  s e l l e r  s h a l l  s u f f i c e .  

(2 )  ( a )  I n  t h e  e v e n t  of c a n c e l l a t i o n  pursuan t  t o  t h i s  sec-

t i o n ,  w i t h i n  t e n  days  a f t e r  such c a n c e l l a t i o n  t h e  s e l l e r  s h a l l  

re fund t o  t h e  p u r c h a s e r  a l l  d e p o s i t s  made, i n c l u d i n g  any down 

payment o r  goods t r a d e d  i n  t o  t h e  s e l l e r  on account  o r  i n  con- 

t e m p l a t i o n  of t h e  c o n t r a c t ,  l e s s  any t e a s o n a b l e  c o s t s  a c t u a l l y  

i n c u r r e d  by t h e  s e l l e r  i n  making t h e  product  o r  commodity ready 



f o r  s a l e  under  t h e  p r o v i s i o n s  of t h e  c o n t r a c t .  

( b )  I n  t h e  e v e n t  of c a n c e l l a t i o n  p u r s u a n t  t o  t h i s  s e c t i o n ,  

t h e  s e l l e r  s h a l l  be e n t i t l e d  t o  r e c l a i m  and t h e  p u r c h a s e r  s h a l l  

r e t u r n  o r  ho ld  a t  t h e  sel ler 's  d i s p o s a l  any product  o r  commodity, 

i f  any, r e c e i v e d  by t h e  p u r c h a s e r  under  t h e  c o n t r a c t  agreement.  

The purchase r  s h a l l  i n c u r  no a d d i t i o n a l  l i a b i l i t y  f o r  c a n c e l l a -  

t i o n  of a c o n t r a c t  pursuan t  t o  t h i s  s e c t i o n .  

( 3 )  E f f e c t i v e  J u l y  1, 1967, a l l  c o n t r a c t s  r e l a t i n g  t o  t h e  

s a l e  and purchase  of  any p roduc t ,  commodity, o r  s e r v i c e s ,  where 

t h e  v a l u e  of such p roduc t ,  commodity, o r  p e r s o n a l  s e r v i c e s  

e q u a l s  o r  exceeds  one hundred d o l l a r s  and i n c l u d e s  t h e  making of 

a  promissory n o t e  o r  i n s t a l l m e n t  c o n t r a c t  which i s  s igned  a t  t h e  

r e s i d e n c e  of  any person making t h e  purchase ,  s h a l l  c o n t a i n  a  copy 

of s u b s e c t i o n s  ( 1 )  and (2 )  of t h i s  s e c t i o n  i n  e i g h t - p o i n t  bold-

f a c e  type .  A l l  such c o n t r a c t s  s h a l l  f u r t h e r  c o n t a i n  a  p r o v i s i o n  

r e l a t i n g  t o  t h e  t ime  and d a t e  o f  t h e  s i g n i n g  of t h e  c o n t r a c t  and 

t h e  a d d r e s s  of t h e  p l a c e  where t h e  s i g n i n g  took  p l a c e ,  a l l  of 

which s h a l l  be  f i l l e d  o u t  immediately p r i o r  t o  t h e  a f f i x i n g  of t h e  

purchase r1s s i g n a t u r e  t h e r e t o .  

( 4 )  Any c o n t r a c t  made by any person,  f i r m ,  p a r t n e r s h i p ,  o r  

c o r p o r a t i o n  i n  v i o l a t i o n  of any of t h e  p r o v i s i o n s  o f  t h i s  s e c t i o n  

i s  hereby d e c l a r e d  t o  be a  vo id  c o n t r a c t ,  and no recovery  t h e r e o n  

s h a l l  be had. 

SECTION 5. F a l s e  s t a t e m e n t  - f r a u d  - p e n a l t y .  No t r a n s i e n t  

d e a l e r  s h a l l  knowingly commit any f r a u d  o r  make any misrepresen-  

t a t i o n  i r r  t h e  t r a n s a c t i o n  of h i s  b u s i n e s s  a s  a  t r a n s i e n t  d e a l e r  

such a s  t h e  making of any f a l s e  s t a t e m e n t  concerning t h e  product ,  

commodity, o r  s e r v i c e  he  i s  s e l l i n g .  Every person conv ic ted  of a 
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v i o l a t i o n  of t h i s  s e c t i o n  s h a l l  be  punished by a  f i n e  of n o t  less 

t h a n  t e n  n o r  more t h a n  one h u n d ~ e d  d o l l a r s ,  o r  by imprisonment i n  

t h e  county j a i l  f o r  n o t  less t h a n  t e n  days  n o r  more t h a n  one y e a r ,  

o r  by b o t h  such f i n e  and imprisonment.  

SECTION 6. 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  o r  t h e  a p p l i c a t i o n  t h e r e o f  t o  any person o r  c i r cumstances  i s  

h e l d  i n v a l i d ,  such i n v a l i d i t y  s h a l l  n o t  a f f e c t  o t h e r  p r o v i s i o n s  

o r  a p p l i c a t i o n s  of t h e  a c t  which can be g iven e f f e c t  wi thou t  t h e  

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

of t h i s  a c t  a r e  d e c l a r e d  s e v e r a b l e .  

SECTION 7. 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 

J u l y  1, 1967. 

SECTION 8. S a f e t y  c l a u s a .  The g e n e r a l  assembly hereby 

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  is  n e c e s s a r y  f o r  t h e  

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



B i l l  G 

A BILL FOR AN ACT 

CONCERNING CONTRACTS TO FURNISH A FINAL RESTING PLACE, PERSONAL 

PROPERTY, OR SERVICES OF ANY NATURE UPON THE DEATH OF ANY 

PERSON, DEFINING CERTAIN TERMS, AND PROVIDING FOR LIQUIDATED 

DAMAGES I N  THE EVENT OF DEFAULT OR CANCELLATION THEREOF. 

--Be It Enacted &the General  Assembly of t h e  S t a t e  of Colorado: 

SECTION 1. 14-19-2 ( 1 ) .  Colorado Revised S t a t u t e s  1963, and 

14-19-2 ( 2 )  and ( 5 ) .  Colorado Revised S t a t u t e s  1963 (1965 Supp.),  

a r e  amended t o  read:  

14-19-2. D e f i n i t i o n s .  ( 1 )  "Personnt ,  UNLESS THE CONTEXT 

OTHERWISE REQUIRES, means an  i n d i v i d u a l ,  p a r t n e r s h i p ,  f i r m ,  j o i n t  

ven tu re ,  c o r p o r a t i o n ,  company, a s s o c i a t i o n ,  o r  j o i n t  s t o c k  as -  

s o c i a t i o n .  -

(2)  t tCont rac t t t  means ANY c o n t r a c t ,  agreement,  mutual under- 

s t and ing ,  s e r i e s  o r  combination of c o n t r a c t s ,  agreements,  mutual 

unders tand ings ,  and any s e c u r i t y  o r  o t h e r  i n s t rumen t  which i s  

c o n v e r t i b l e  i n t o  a  c o n t r a c t ,  agreement,  o r  mutual  unders tand ing ,  

whereby it i s  agreed  t h a t  upon t h e  d e a t h  of a - spee i s i ed  ANY per-

son a  f i n a l  r e s t i n g  p l ace ,  p e r s o n a l  p rope r ty ,  o r  s e r v i c e s  of  any 

n a t u r e  s h a l l  be provided,  d e l i v e r e d ,  o r  performed i n  connec t ion  

w i t h  t h e  p r e p a r a t i o n  o r  c remat ion  of such pe r son ' s  body f o r  f i n a l  

d i s p o s i t i o n  o r  i n  connec t ion  w i th  t h e  in te rment ,  entombment, o r  

o t h e r  f i n a l  d i s p o s i t i o n  of such pe r son ' s  remains o r  i n  connec t ion  

w i t h  t h e  memoria l iz ing o r  marking of t h e  decedent ,  t h e  deceden t ' s  

remains ,  o r  t h e  f i n a l  r e s t i n g  p l a c e  o f  such remains;  previdedt  

CkaC BUT t h i s  term s h a l l  n o t  i n c l u d e  p o l i c i e s  o f  l i f e  i n su rance  

payable  i n  money which a r e  s u b j e c t  t o  r e g u l a t i o n  under  o t h e r  laws 

of t h i s  s t a t e ,  n o r  s h a l l  it i n c l u d e  a  s a l e  by t h e  owner t h e r e o f  



1 of a cemetery l o t ,  p l o t ,  o r  g rave  space,  o r  n iche  o r  c r y p t  i f ,  

2 upon r e c e i p t  of f u l l  payment t h e r e f o r ,  t h e  purchaser  a c q u i r e s  a 

conveyance of  and a  ves t ed  i n t e r e s t  i n  an e x i s t i n g ,  s p e c i f i c ,  and 

i d e n t i f i a b l e  l o t ,  p l o t ,  g r ave  space,  n iche ,  o r  c r y p t .  

( 5 )  "Decedentw means Che ANY person s p e c i f i e d  OR INCLUDED i n  

t h e  c o n t r a c t ,  upon whose d e a t h  a  f i n a l  r e s t i n g  p lace ,  persona l  

p roper ty ,  o r  s e r v i c e s  OF ANY NATURE s h a l l  be provided,  d e l i v e r e d ,  

o r  performed. 

SECTION 2. 14-19-8 ( 4 ) .  Colorado Revised S t a t u t e s  1963 

(1965 Supp.), i s  amended t o  read:  

14-19-8. Conten ts  of c o n t r a c t  - procedure. ( 4 )  Except i n  

c a s e  of d e f a u l t  o r  c a n c e l l a t i o n ,  a c o n t r a c t  s h a l l  c o n t a i n  no pro- 

v i s i o n  l i m i t i n g  t h e  l i a b i l i t y  of t h e  c o n t r a c t  s e l l e r  t o  less than  

f u r n i s h i n g  t h e  goods and s e r v i c e s  expressed i n  t h e  c o n t r a c t ,  o r ,  

i n  t h e  a l t e r n a t i v e ,  a t  t h e  o p t i o n  of t h e  c o n t r a c t  buyer o r  h i s  

16 l e g a l  r e p r e s e n t a t i v e  o r  nex t  of  k i n ,  t o  payment of  t h e  f u l l  amount 

1 7  ' p a i d  by t h e  c o n t r a c t  buyer  under t h e  c o n t r a c t .  I n  c a s e  of d e f a u l t  

18 o r  c a n c e l l a t i o n ,  no c o n t r a c t ,  o r  promissory no te  executed i n  con- 

19 n e c t i o n  t h e r e w i t h ,  s h a l l  provide f o r  t h e  r e t e n t i o n  by t h e  c o n t r a c t  

20 s e l l e r  of l i q u i d a t e d  damages of more than  Che FIFTEEN PER CENT OF 

21 THE TOTAL amounts pa id  by t h e  c o n t r a c t  buyer. or-4i iCee~-per-eenC 

22 e~-tke-+eha~-ee~traeh-priee~-wkiehever-ie-tke-4eeeer+ 

23 SECTION 3. App l i ca t ion  of a c t .  Th i s  a c t  s h a l l  app ly  on ly  

24 t o  c o n t r a c t s ,  a s  de f ined  h e r e i n ,  e n t e r e d  i n t o  on o r  a f t e r  t h e  

25 e f f e c t i v e  d a t e  of t h i s  a c t .  

26 SECTION 4. 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 

27 t h e  f i r s t  day of t h e  f i r s t  month fo l lowing  i t s  enactment. 

28 SECTION 5. S a f e t y  c l ause .  The g e n e r a l  assembly hereby f i n d s ,  
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CONSUMER PROBLEMS I N  COLORADO 

The inc reas ing  t r e n d  of Americans t o  l i v e  i n  urban a r e a s  has  
brought on numerous problems t h a t  d i d  not  e x i s t  f o r  most persons 20 
o r  more y e a r s  ago. Among o t h e r  t h i n g s ,  one r e s u l t  of t h i s  popula- 
t i o n  movement has  been t h e  growth of impersonal r e l a t i o n s h i p s  i n  
t h e  market p lace  between buyer and s e l l e r .  Whereas a  r e l a t i v e l y  
few y e a r s  ago many persons knew t h e  s e l l e r  w i t h  whom they  were 
dea l ing ,  today i n  most l a r g e  populat ion c e n t e r s  it i s  t h e  except ion 
r a t h e r  than  t h e  r u l e  f o r  t h e  buyer t o  be acquainted with  t h e  s e l l e r .  

Th i s  s i t u a t i o n ,  where buyers r e l y  on f a i t h  a s  t o  t h e  honesty 
of t h e  s e l l e r  r a t h e r  than  on personal  acquaintanceship o r  knowledge 
a s  t o  h i s  c h a r a c t e r  and background, has  con t r ibu ted  t o  t h e  e x i s t -  
ence of what has  been g e n e r a l l y  termed consumer problems. Recogni-
t i o n  of t h i s  s i t u a t i o n  caused t h e  Forty-fourth  General Assembly t o  
d i r e c t  t h e  L e g i s l a t i v e  Council  t o  conduct a s tudy i n  1964 of con-
sumer and f u n e r a l  problems, w i t h  a r e p o r t  and recommendations t o  be 
submitted t o  t h e  1965 ses s ion .  

The 1964 s tudy focused mainly on prohlems wi th in  t h e  fune ra l  
i ndu- - t ry ,  a l though t h e  committee conducting t h i s  s tudy developed a 
s u b s t a n t i a l  amount of pre l iminary  information concerning consumer 
problems i n  Colorado, a s  may be n t e d  i n  t h e  r e p o r t  submitted t o  
t h e  F o r t y - f i f t h  General  Assembly. ? 

In  t h e  broad sense of t h e  term, s e v e r a l  b i l l s  were passed i~ 
t h e  1965 ses s ion  t h a t  were designed t o  d e a l  wi th  consumer problems. 
Of t h e s e ,  f i v e  b i l l s  -- House B i l l s  1201 and 1202 and Senate  B i l l s  
239, 276, and 281 -- r e s u l t e d  from recommendations of t h e  1964 
L e g i s l a t i v e  Council  s tudy.  House B i l l s  1201 and 1202 amended t h e  
s t a t e ' s  s e c u r i t i e s  law; Senate  B i l l  239 r ev i sed  Colorado 's  preneed
f u n e r a l  arrangement law; Senate  B i l l  276 changed t h e  membership of 
t h e  S t a t e  Board of Funeral  D i r e c t o r s  and Embalmers t o  inc lude  two 
l a y  members a s  we l l  a s  providing f o r  c l a r i f i c a t i o n  t o  consumers a s  
t o  charges  f o r  f u n e r a l s ;  and Senate  B i l l  281 c r e a t e d  a s t a t e  
cemetery board and provided f o r  t h e  l i c e n s i n g  and r e g u l a t i o n  of 
commercial cemeter ies .  

Other  consumer-problem type  l e g i s l a t i o n  enacted i n  t h e  1965 
ses s ion  concerned such a r e a s  a s  diploma m i l l s ,  garnishment, in -
d u s t r i a l  banks, passenger c a r  t i r e s ,  brake f l u i d ,  and deb t  manage- 
ment companies. A t  t h e  same t ime, however, s e v e r a l  b i l l s  were 
proposed i n  t h e  1965 ses s ion  t h a t  were not  enacted.  S ix  of t h e s e  
b i l l s  would have changed Colorado laws t o  provide f o r  increased  
n o t i c e  t o  consumers i n  v a r i o u s  ma t t e r s ,  and s e v e r a l  b i l l s  would 

1. 	 Consumer and Funeral  Problems, Colorado L e g i s l a t i v e  Council ,  
Research P u b l i c a t i o n  NO. 94, November 1964. 
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have amended t h e  s t a t e ' s  law wi th  r e s p e c t  t o  garnishment and a t -  
tachment. Other  proposa ls  were concerned wi th  c o l l e c t i o n  agency 
p r a c t i c e s ,  p r o p r i e t a r y  schools ,  reducing i n t e r e s t  r a t e s  on loans  
f o r  more than  $1,500,subdivis ion developments, f a l s e  and misleading 
a d v e r t i s i n g ,  and door-to-door s e l l i n g .  

I n  view of t h e  i n t e r e s t  f o r  a d d i t i o n a l  l e g i s l a t i o n  dea l ing  
wi th  consumer problems and t h e  f a c t  many members of t h e  General 
Assembly f e l t  t h a t  more information was needed before  t ak ing  f i n a l  
a c t i o n  on some of t h e  proposa ls  in t roduced  i n  t h e  1965 ses s ion ,  
House J o i n t  Resolu t ion  1024, 1965 ses s ion ,  included t h e  d i r e c t i v e  
t h a t  t h e  L e g i s l a t i v e  Council  was t o  undertake "a s tudy of consumer 
problems f o r  t h e  purposes of determining i f  Colorado law i s  ade-
quate  t o  safeguard t h e  r i g h t s  of i t s  c i t i z e n s  from ques t ionable  
s a l e s  promotion dev ices  and i n d i v i d u a l s .  Sa id  s tudy  s h a l l  inc lude ,  
b u t  no t  be l i m i t e d  t o ,  t h e  problems of land  subd iv i s ions ,  d i s -
c l o s u r e ,  and amount of i n t e r e s t  r a t e s ,  c o l l e c t i o n  p r a c t i c e s ,  causes  
of bankruptc ies ,  a cont inuing  review of f u n e r a l  and preneed prac-
t i c e s ,  and o t h e r  consumer problem^.^^ 

Members of t h e  committee appointed by t h e  L e g i s l a t i v e  
Counci l  t o  c a r r y  o u t  t h i s  d i r e c t i v e  of t h e  General Assembly re-
viewed t h e i r  assignment a t  t h e  committee's f i r s t  meeting, which was 
he ld  on June 21, 1965, and t h e  members agreed t o  a t tempt  t o  con-
s i d e r  t h e  fo l lowing  s p e c i f i c  s u b j e c t s  dur ing  1965 and 1966: sub-
d i v i s i o n s ,  p r o p r i e t a r y  schools ,  t h e  f e a s i b i l i t y  of a consumer 
p r o t e c t i o n  agency, misleading a d v e r t i s i n g ,  door-to-door s a l e s ,  
d i s c l o s u r e ,  amount of i n t e r e s t  r a t e s ,  c o l l e c t i o n  p r a c t i c e s ,  causes  
of consumer bankruptc ies  i n  Colorado, and a review of preneed 
f u n e r a l  changes adopted i n  t h e  1965 ses s ion  and t h e i r  adminis t ra -  
t i o n .  By meeting a t  t h e  r a t e  of almost once a month when t h e  
General Assembly was no t  i n  s e s s i o n ,  t h e  committee was a b l e  t o  
reach  conclus ions  and recommendations on a l l  of t h e s e  s u b j e c t s  ex- 
c e p t  causes  of consumer bankruptc ies ,  where pre l iminary  information 
only was developed, and on c o l l e c t i o n  p r a c t i c e s ,  which t h e  commit- 
t e e  was unable t o  cons ider  due t o  a l a c k  of time. In  f a c t ,  
fol lowing an i n t e r i m  r e p o r t  of t h e  committee t o  t h e  1966 ses s ion ,2  
a b i l l  prepared by t h e  committee t o  r e g u l a t e  p r o p r i e t a r y  schools  
was, wi th  minor amendments, enacted by t h e  General  Assembly and 
was approved by t h e  Governor (Chapter 39, Sess ion  Laws of 1966). 

2. Proqress  Reports  .Consumer Problems., .., Colorado Leg- 
i s l a t i v e  Counci l ,  Research Pub l i ca t ion  No. 109, December 1965, 
pp. 69-86. 



Consumer P r o t e c t i o n  Aqency 

S i n c e  t h e  l a t e  1 9 t h  c e n t u r y  when f e d e r a l  a n t i t r u s t  l e g i s l a -  
t i o n  was e n a c t e d ,  p r o t e c t i o n  of t h e  buying p u b l i c  a t  a l l  l e v e l s  o f  
government h a s  deve loped ,  On t h e  s t a t e  l e v e l ,  governmental  d e p a r t -  
ments  were g i v e n  c e r t a i n  p i e c e s  o f  l aw t o  a d m i n i s t e r ,  such  a s  
w e i g h t s  and measures and f o o d  and d rug  laws,  As more l e g i s l a t i o n  
a l o n g  t h e s e  l i n e s  was e n a c t e d ,  some e x i s t i n g  a g e n c i e s  had t h e i r  
o r i g i n a l  f u n c t i o n s  expanded, and some new a g e n c i e s ,  such  a s  p u b l i c
u t i l i t i e s  commissions, banking and i n s u r a n c e  d e p a r t m e n t s ,  and 
o c c u p a t i o n a l  l i c e n s i n g  b o a r d s ,  were c r e a t e d .  

I n  r e c e n t  y e a r s ,  t h i s  consumer -p ro tec t ion  t r e n d  h a s  r e s u l t e d  
i n  t h e  c r e a t i o n  of  s e v e r a l  s t a t e  a g e n c i e s  whose f u n c t i o n s  a r e  t o  
recommend o r  e n f o r c e  consumer p r o t e c t i o n  laws.  These o f f i c e s  d i f -  
f e r  from o t h e r  e x i s t i n g  a g e n c i e s  i n  t h a t  t h e i r  scope  i s  b r o a d e r  
t h a n  t h a t  of p r o t e c t i n g  t h e  consumer from un lawfu l  p r a c t i c e s  
i n v o l v i n g  o n l y  one s e r v i c e ,  such  a s  a  b a r b e r s f  l i c e n s i n g  board ,  and 
t h e i r  pr imary  f u n c t i o n s  o f t e n  i n c l u d e  t h a t  of . recommending l e g i s l a -  
t i o n ,  

I n  one  s t a t e  -- C o n n e c t i c u t  -- a s e p a r a t e  d e p a r t m e n t - l e v e l  
agency e x i s t s  t o  p r o t e c t  consumers and r e f l e c t s  t h e  e v o l u t i o n  of 
l e g i s l a t i v e  concern  w i t h  consumer p r o t e c t i o n .  O r i g i n a l l y  c r e a t e d  
t o  e n f o r c e  food  and d a i r y  laws,  t h e  Food and D a i r y  Commission h a s  
been g i v e n  a d d i t i o n a l  d u t i e s ,  such  a s  l i c e n s i n g  a t h l e t i c  e v e n t s ,  
and h a s  been renamed t h e  Department  of Consumer P r o t e c t i o n .  

I n  two s t a t e s  -- C a l i f o r n i a  and M a s s a c h u s e t t s  -- a g e n c i e s  
w i t h i n  t h e  Governor ' s  o f f i c e  have been c r e a t e d  whose f u n c t i o n s  
i n c l u d e  t h a t  of  recommending consumer -p ro tec t ion  l e g i s l a t i o n .  
These a g e n c i e s  a l s o  a c t  a s  s t a t e - l e v e l  consumer r e p r e s e n t a t i v e s  
b e f o r e  o t h e r  s t a t e  governmenta l  bod ies .  

I n  a t  l e a s t  t e n  s t a t e s  s i n c e  1957, s t a t e  A t t o r n e y s  Genera l  
have c r e a t e d  consumer p r o t e c t i o n  b u r e a u s ,  s e c t i o n s ,  o r  d i v i s i o n s  
w i t h i n  t h e i r  o f f i c e s  t o  e n f o r c e  new consumer -p ro tec t ion  l aws  o r  t o  
a s s i s t  l o c a l  government peace o f f i c e r s  i n  t h e  d e t e c t i o n ,  appre-
hens ion ,  and p r o s e c u t i o n  of p e r s o n s  a l l e g e d l y  v i o l a t i n g  consumer 
f r a u d  laws,  o r  b o t h ,  I n  most of t h e s e  s t a t e s ,  t h e s e  bureaus ,  
s e c t i o n s ,  and d i v i s i o n s  have been c r e a t e d  t o  e n f o r c e  new consumer 
f r a u d  laws,  which r e p r e s e n t  two r e c e n t  developments  i n  t h e s e  
s t a t e s :  ( 1 )  a t r e n d  t o  p r o v i d e  o t h e r  abatement  t e c h n i q u e s ,  such  
a s  w r i t t e n  a s s u r a n c e s  of  d i s c o n t i n u a n c e ,  f o r  u s e  by enforcement  
a u t h o r i t i e s  who a l r e a d y  had c r i m i n a l ,  u a s i - c r i m i n a l ,  and c i v i l  
p e n a l t y  p r o s e c u t i o n  a l t e r n a t i v e s ;  and ?2) a t r e n d  e i t h e r  t o  re-
move consumer -p ro tec t ion  enforcement  j u r i s d i c t i o n  f rom l o c a l  
p r o s e c u t o r s  and t o  g i v e  t h i s  j u r i s d i c t i o n  t o  t h e  s t a t e f s  A t t o r n e y  
Genera l ,  o r  t o  g i v e  t h e  A t t o r n e y  G e n e r a l  c o n c u r r e n t  j u r i s d i c t i o n  
w i t h  t h e  l o c a l  a u t h o r i t i e s  i n  t h i s  a r e a  o f  enforcement .  



The g e n e r a l  r ea sons  most o f t e n  c i t e d  f o r  t h e s e  r e c e n t  de- 
velopments a r e  t h a t  t h e  g r e a t e s t  amount of consumer f r a u d  i s  
i n t r a s t a t e  i n  n a t u r e  and i s ,  t h e r e f o r e ,  a problem of p a r t i c u l a r  
concern t o  s t a t e ,  and n o t  l o c a l ,  law enforcement a u t h o r i t i e s ,  and 
t h a t  t h e  u se  o f  g e n e r a l  c r i m i n a l  s a n c t i o n s  i s  a n  i n e f f e c t i v e  remedy 
i n  consumer f r a u d  c a s e s  because of  t h e  d i f f i c u l t y  and burdens 
i n h e r e n t  i n  c r i m i n a l  p rosecu t ions .  

Each s t a t e  p r o h i b i t s  many s p e c i f i c  a c t s  and p r a c t i c e s  i n -  
vo lv ing  buying and s e l l i n g :  t h e r e  a r e  hundreds of  consumer-fraud o r  
consumer-protect ion laws i n  t h e  s t a t e s  d e a l i n g  wi th  t r a d e s  and 
s e r v i c e s  -- e.g., b a r b e r s ,  f u n e r a l  d i r e c t o r s ,  and d e b t - a d j u s t o r s ;  
commodities -- e.g., automobi les  and weigh ts  and measures; regu la -
t i o n  of h e a l t h  -- e.g.,  n a r c o t i c s ,  and milk  and meat i n s p e c t i o n ;  
and f r a u d u l e n t  p r a c t i c e s  such a s  f a l s e  a d v e r t i s i n g .  The new con- 
sumer p r o t e c t i o n  laws r e f l e c t  t h e  b e l i e f  t h a t  p r e s e n t  laws a r e  t oo  
s p e c i f i c  and, consequent ly ,  t o o  i n f l e x i b l e  t o  p r even t  new cons:rmoro 
f r a u d  schemes; t h a t  government r e g u l a t i o n ,  i f  any, i s  uncoordinated 
and, consequent ly ,  p r even t s  any sys t ema t i c  program of o v e r - a l l  
s u p e r v i s i o n  and r e s p o n s i b i l i t y ;  and t h a t  t h e  A t to rney  General  ha s  
no s p e c i f i c  s t a t u t o r y  a u t h o r i t y  t o  e n f o r c e  t h e  e x i s t i n g  laws. 

On t h e  b a s i s  of  i n f o m a t i o n  developed du r ing  1965 and 1966, 
t h e  s i t u a t i o n  w i t h  r e s p e c t  t o  s t a t e  consumer p r o t e c t i o n  agenc i e s  
may be c l a s s i f i e d  a s  fo l lows :  

A .  	 Aqencies whose primary f u n c t i o n s  a r e  recommendinq leqis-
l a t i o n  and r e p r e s e n t i n q  t h e  consumer b e f o r e  qovernmental 
bodies :  

1. 	 Agencies o r g a n i z a t i o n a l l y  l o c a t e d  i n  execu t ive  
branch o u t s i d e  of  Governor1 s o f f  i c e :  

Connec t icu t  

2. 	 Agencies l o c a t e d  w i t h i n  Governor1 s o f f  i c e :  

Massachuse t t s  
C a l i f o r n i a  

B. 	 Aqencies whose primary f u n c t i o n  i s  e n f o r c i n q  consumer- 
p r o t e c t i o n  l e q i s l a t i o n :  

1. 	 Agencies l o c a t e d  w i t h i n  At to rney  Gene ra l ' s  o f f i c e :  

a .  	 Agencies known t o  e x i s t  ( a  r e p l y  was 
r e c e i v e d  from each s t a t e 1  s At torney
General  conf i rming t h e  e x i s t e n c e  of a 
consumer f r a u d  bureau)  : 

Hawaii 
Kansas 
Michigan 



M i s s o u r i  
New J e r s i y
New Mexico 
N e w  York 
Nor th  Dakota 
Ohio 
Washington 

b.  	 Agencies  t h o u g h t  t o  e x i s t  ( a  r e p l y  was 
n o t  r e c e i v e d  from t h e  A t t o r n e y  Gen- 
e r a l )  : 

Alaska  
C a l i f o r n i a  
I l l i n o i s  
Minnesota 
Oregon
Wisconsin  

F o n n e c t i c u t  Department  of Consumer P r o t e c t i o n  

I n  C o n n e c t i c u t ,  t h e  o n l y  s t a t e  known t h a t  h a s  a consumer pro-  
t e c t i o n  depar tment  i n  t h e  e x e c u t i v e  b ranch  o f  s t a t e  government,  t h e  
Department of  Consumer P r o t e c t i o n  r e f l e c t s  t h e  e v o l u t i o n  of t h e  
s t a t e ' s  concern  w i t h  consumer p r o t e c t i o n ,  an  e a r l y  d e c i s i o n  t o  p l a c e  
food and d a i r y  p roduc t  i n s p e c t i o n  i n  a n  agency o t h e r  t h a n  t h e  a g r i -  
c u l t u r e  depar tment ,  and a l e g i s l a t i v e  concern  f o r  a d m i n i s t r a t i v e  
o r g a n i z a t i o n .  

According t o  t h e  consumer p r o t e c t i o n  d e p a r t m e n t ' s  commissioner ,  
t h e  depar tment  was o r i g i n a l l y  known a s  t h e  D a i r y  and Food Commission 
and was concerned w i t h  t h e  i n s p e c t i o n  of t h e s e  p r o d u c t s .  L a t e r ,  a f t e r  
it was g i v e n  d rug  r e s p o n s i b i l i t i e s ,  i t s  name was changed t o  t h e  Food 
and Drug Commission. S t i l l  l a t e r ,  t h e  C o n n e c t i c u t  l e g i s l a t u r e  gave 
a d d i t i o n a l  d u t i e s  t o  t h e  commission, d u t i e s  o t h e r  t h a n  food and d r u g  
i n s p e c t i o n ,  and,  i n  1959, renamed t h e  commission t h e  Department of  
Consumer P r o t e c t i o n .  The most r e c e n t  d u t i e s  g i v e n  t h e  depar tment  i n -
c l u d e  t h e  a d m i n i s t r a t i o n  of  t h e  1965 Consumer Fraud Act. 

Under i t s  p r e s e n t  l aws ,  t h i s  depar tment  h a s  t e n  d i v i s i o n s ,  n i n e  
of which -- a d m i n i s t r a t i o n ,  f o o d ,  consumer f r a u d s ,  w e i g h t s  and measures,  
d r u g s ,  a t h l e t i c s ,  and k o s h e r  meat i n s p e c t i o n  -- a r e  u n d e r  t h e  d i r e c t  
s u p e r v i s i o n  of  t h e  commissioner .  The d e p a r t m e n t ' s  commissioner  i s  
a s s i s t e d  by two v o l u n t a r y  b o a r d s ,  one  of  which c o n s i s t s  o f  a g roup  of 
Rabbis  who s e r v e  i n  a n  a d v i s o r y  c a p a c i t y  on m a t t e r s  of  k o s h e r  f o o d s ,  
and t h e  o t h e r  one  of which c o n s i s t s  o f  members of  med ica l  and pa ra -  
med ica l  s o c i e t i e s  who s e r v e  i n  a n  a d v i s o r y  c a p a c i t y  on m a t t e r s  of  food 
and d r u g s .  Under t h e  g e n e r a l  s u p e r v i s i o n  of t h e  commissioner  i s  t h e  
Pharmacy Commission, composed of f i v e  commiss ioners  a p p o i n t e d  f o r  
f i v e - y e a r  o v e r l a p p i n g  terms by t h e  Governor.  T h i s  pharmacy commission, 
i n  t u r n ,  s u p e r v i s e s  t h e  d e p a r t m e n t ' s  t e n t h  d i v i s i o n ,  t h e  pharmacy 
d i v i s i o n .  



To c a r r y  o u t  i t s  a c t i v i t i e s ,  t h e  depar tment ' s  1965-67 b i -  
e n n i a l  budget amounts t o  $1,094,350, a l l  of  which i s  app rop r i a t ed  
from t h e  gene ra l  fund.  Of t h i s  amount, approximately  $730,000 i s  
provided f o r  t h e  s a l a r i e s  of t h e  depar tment ' s  f i v e  a d m i n i s t r a t i v e ,  
57 i n s p e c t i o n a l ,  and n i n e  c l e r i c a l  employees, a l l  of whom a r e  f u l l -  
t ime employees. The b i e n n i a l  pe r sona l  expenses of t h e  f i v e  p a r t -  
t ime phamacy commissioners amounts t o  $7,000. The depar tment ' s  
c e n t r a l  o f f i c e  i s  i n  Har t ford ,  a l though  some of i t s  i n s p e c t i o n a l
employees use  t h e i r  homes a s  " o f f i c i a l - d u t y  s t a t i o n s . "  

The depar tment ' s  newest d i v i s i o n ,  t h e  consumer f r a u d  d i v i -  
s i o n ,  i s  headed by t h e  depar tment ' s  food d i v i s i o n  c h i e f ,  and con-
s is ts  of two s e c t i o n s ,  c l e r i c a l  and i n v e s t i g a t i o n .  The l a t t e r  
s e c t i o n  reviews a l l  suspec ted  i n f r a c t i o n s  of the :  

F a i r  Trade Act;  
Fraudulen t  Adve r t i s ing  Act; 
I t i n e r a n t  Vendors Act;  
C i g a r e t t e  P r i c i n g  Act;  and 
Consumer Fraud S t a t u t e s .  

Massachuset ts  Consumerst Counci l  

The Massachuset ts  Consumers' Counci l  was c r e a t e d  i n  1963 and 
r ep re sen ted  an outgrowth of e a r l y  1950 l e g i s l a t i o n  and a  1958 dec i -  
s i o n  by t h e  commonwealth~s At torney  General  t o  c r e a t e  an advisory  
consumers' c o u n c i l  and a  consumers' counse l  d i v i s i o n  w i t h i n  h i s  of- 
f i c e  by a d m i n i s t r a t i v e  a c t i o n .  According t o  one of i t s  r e c e n t  
q u a r t e r l y  r e p o r t s ,  t h e  c o u n c i l  a c t s  a s  a  channel  f o r  consumer 
op in ion  about  t h e  market p l ace ,  and a c t s  on i t s  own i n i t i a t i v e  t o  
g i v e  express ion  be fo re  p u b l i c  bod ie s  on t h e  consumer's v iewpoint  
on economic problems. 

The p r e s e n t  c o u n c i l  i s  composed of t h e  At torney General ,  
P u b l i c  U t i l i t i e s  Commission chairman, Bank Commissioner, Insurance 
Commissioner, Labor and I n d u s t r i e s  Commissioner, and e i g h t  p r i v a t e  
c i t i z e n s ,  one of whom must be a  member of t h e  Massachu5etts  S t a t e  
Labor Counci l ,  AFL-CIO, n o t  more than  f i v e  of  whom must be members 
of t h e  same p o l i t i c a l  p a r t y ,  and a l l  of whom a r e  appointed by t h e  
Governor w i th  t h e  adv ice  and consen t  of t h e  s t a t e ' s  execu t ive  
counc i l .  Counci l  members s e r m  terms t h a t  a r e  concur ren t  w i th  t h e  
Governor's and a r e  pa id  o n l y  t h e i r  necessary  expenses.  The coun- 
c i l  must meet a t  l e a s t  once each month, b u t  may meet more f r e -
quen t ly  a t  t h e  c a l l  of t h e  c o u n c i l ' s  chairman, a c o u n c i l  member 
des igna t ed  a s  such by t h e  Governor. 

The law c r e a t i n g  t h i s  c o u n c i l  d i r e c t s  it t o  c a r r y  o u t  t h e  
fo l lowing:  

( 1 )  Conduct s t u d i e s ,  i n v e s t i g a t i o n s ,  and r e sea rch ;  

(2) Advise t h e  execu t ive  and l e g i s l a t i v e  branches i n  
m a t t e r s  a f f e c t i n g  consumer i n t e r e s t s ;  



( 3 )  	 Coord ina te  consumer s e r v i c e s  c a r r i e d  on by s t a t e  de- 
par tments  and agenc ie s ;  

(4)  	 F u r t h e r  consumer educa t ion ;  

(5) 	Inform t h e  p u b l i c  through appearances  a t  f e d e r a l  and 
s t a t e  committee, commission, o r  department hea r ings ,  
of such p o l i c i e s ,  d e c i s i o n s ,  o r  l e g i s l a t i o n  a s  i s  
b e n e f i c i a l  o r  d e t r i m e n t a l  t o  consumers; 

( 6 )  	Inform t h e  Governor and t h e  At torney  General  and o t h e r  
law enforcement a g e n c i e s  of  such v i o l a t i o n s  of laws o r .  
r e g u l a t i o n s  a f f e c t i n g  consumers a s  i t s  i n v e s t i g a t i o n s
o r  s t u d i e s  may r e v e a l ;  and 

( 7 )  	Study and r e p o r t  a l l  m a t t e r s  r e f e r r e d  t o  it by t h e  
s t a t e ' s  l e g i s l a t u r e  o r  t h e  Governor. 

The c o u n c i l  i s  au tho r i zed  t o  appear ,  through i t s  chairman, 
o r  a  member o r  person des igna t ed  by him, o r  through t h e  At torney  
General ,  f o r  and i n  beha l f  of  t h e  people of t h e  commonwealth, be- 
f o r e  boards ,  commissioners, commissions, depar tments ,  o r  agenc ies  
of t h e  commonwealth i n  any hea r ing  o r  m a t t e r  a f f e c t i n g  t h e  r i g h t s  
of t h e  consuming p u b l i c  o r  i n  any proceeding seek ing  t h e  c u r t a i l -  
ment of r a i l r o a d  s e r v i c e s  o r  an i n c r e a s e  of r a t e s  o r  c o s t s  of 
s e r v i c e s  o r  commodities, and i s  deemed an aggr ieved  p a r t y  f o r  t h e  
purpose of j u d i c i a l  o r  a d m i n i s t r a t i v e  review of any d e c i s i o n  o r  
r u l i n g  i n  any such proceedings  i n  which it has  appeared.  The 
c o u n c i l  a l s o  i s  a u t h o r i z e d  t o  c a l l  upon any depar tment ,  board,  com-
miss ion,  e t c . ,  of t h e  commonwealth o r  o f  any of i t s  p o l i t i c a l  
subd iv i s ions  f o r  such in format ion  a s  it may d e s i r e  i n  t h e  cou r se  
of f u l f i l l i n g  i t s  d u t i e s  and f u n c t i o n s .  The c o u n c i l  i s  empowered 
t o  ho ld  pub l i c  hea r ings ,  and h a s  t h e  du ty  t o  e s t a b l i s h  r u l e s  o r  
procedure governing t h e  conduct  of t h e s e  h e a r i n g s ,  which must be 
made a v a i l a b l e  i n  p r i n t e d  form t o  each w i t n e s s  p r i o r  t o  h i s  t e s t i -  
mony a t  a  hear ing .  Witnesses  a t  h e a r i n g s  have t h e  r i g h t  t o  be 
r ep re sen ted  by counse l ,  and,  b e f o r e  t e s t i f y i n g ,  must be sworn. 

To a s s i s t  i n  t h e  performance of i t s  a c t i v i t i e s ,  t h e  counc i l  
i s  au tho r i zed  t o ,  and h a s  appoin ted ,  an execu t ive  s e c r e t a r y ,  out-
s i d e  t h e  s t a t e ' s  c i v i l  s e r v i c e ,  and o t h e r  employees. Cur ren t ly ,  
t h e  counc i l  h a s  t h r e e  employees -- an  execu t ive  s e c r e t a r y ,  an  
a s s i s t a n t  execu t ive  s e c r e t a r y ,  and one c l e r k  -- and a  $28,000 an-
nua l  budget .  The execu t ive  s e c r e t a r y  has  r e p o r t e d  t h a t  he was 
somewhat d i senchanted  wi th  t h e  c o u n c i l ' s  enab l ing  a c t :  

P l e a s e  b e a r  i n  mind t h a t  Massachuset ts  i s  one of 
t h e  l a r g e  i n d u s t r i a l  s t a t e s  w i th  many i n d u s t r i a l  
c i t i e s .  T h i s  magni f ies  t h e  problem wi th  which 
we a r e  conf ron ted .  I f  I were t o  r e w r i t e  t h i s  
law, I would have provided f o r  a  s t a t u t o r y  A s -
s i s t a n t  At torney General  ass igned  t o  t h i s  o f f i c e .  
While we a r e  n o t  supposed t o  be an enforcement 
agency, it i s  obvious  t o  t h e  w r i t e r  t h a t  because 



of t h e  s t r u c t u r e  of  o u r  s t a t e  government, we a r e  
ending up a s  somewhat of a c o o r d i n a t o r  of  t h e  en- 
forcement of consumer p r o t e c t i o n  laws. Th i s  
comes about  because of t h e  n a t u r a l  s p l i t  i n  func- 
t i o n s  and a u t h o r i t y  of t h e  s e v e r a l  depar tments  
of t h e  government. One agency might have one 
s p e c i f i c  law t o  a d m i n i s t e r  and en fo rce  whi le  an- 
o t h e r  agency might have a d d i t i o n a l  s t a t u t o r y  
a u t h o r i t y ,  bo th  of which a r e  t h e  answer t o  a  
ch ron ic  problem a s  f a r  a s  consumer p r o t e c t i o n  i s  
concerned. It i s  n o t  p o s s i b l e  t o  w r i t e  a  s h o r t  
memorandum t o  you t o  e x p l a i n  a l l  t h e  r ami f i ca -  
t i o n s  t h a t  have r e s u l t e d  from t h e  e s t ab l i shmen t  
of t h i s  agency. I would simply s t a t e  t h a t ,  i n  
view of t h e  c u r r e n t  developments of o u r  economy 
and s o c i e t y ,  i f  t h i s  agency d i d  n o t  e x i s t ,  some-
t h i n g  l i k e  it would have t o  be c r e a t e d .  We a r e  
i n  e f f e c t  an a u d i t i n g  body on s t a t e  laws and 
f u n c t i o n s  a s  t hey  a f f e c t  t h e  consumer. We have 
been t h e  one agency of government t h a t  o t h e r  
agenc ie s  can  t u r n  t o  f o r  suppor t  of needed con- 
sumer l e g i s l a t i o n .  

The enab l ing  a c t  does a l l ow t h e  Governor t o  r e q u e s t  t h e  At torney 
General  t o  provide t h e  c o u n c i l  w i t h  such l e g a l  a s s i s t a n c e  a s  i s  
necessary  f o r  t h e  c o u n c i l  t o  c a r r y  o u t  i t s  d u t i e s  and f u n c t i o n s ,  
however. 

The c o u n c i l ' s  a c t i v i t i e s  du r ing  A p r i l ,  May, and June of  1965, 
a s  r epo r t ed  i n  i t s  second q u a r t e r l y  r e p o r t  f o r  1965, included: 

( 1 )  	 The p roces s ing  of 414 complaints  r ece ived  by t h e  coun- 
c i l ,  of which 192 were r epo r t ed  a s  t l equ i tab ly-ad jus tedn  
compla in t s ;  and 

(2) Following t h e  p r o g r e s s  of t h e  15 b i l l s  f i l e d  by t h e  
c o u n c i l  e a r l i e r  i n  t h e  y e a r  wi th  t h e  General  Court  f o r  
c o n s i d e r a t i o n  du r ing  i t s  l e g i s l a t i v e  s e s s ion .  These 
15 b i l l s  were in tended  t o :  

a .  	 Require  t h e  annual  i n s p e c t i o n  of weights  and 
measures i n  towns of 5,000 o r  l e s s  i n h a b i t a n t s ;  

b e  	 Regulate  c e r t a i n  employment a d v e r t i s i n g ;  

c .  	 P r o h i b i t  t h e  ad jus tment  of odometers f o r  t h e  
purpose of mi s rep re sen t ing  t h e  v e h i c l e s '  
mileage ; 

d.  	 Regula te  t h e  s a l e  of motor v e h i c l e s  t h a t  can- 
n o t  pass  t h e  s t a t e  i n s p e c t i o n  s t anda rds ;  

e .  	 S e t  minimum s p e c i f i c a t i o n s  f o r  new t i r e s ;  



f .  	Regulate  t h e  s a l e  of r e t r e a d e d  t i r e s ;  

g. 	 Regulate  t h e  i d e n t i t y  and q u a n t i t y  of packaged 
commodities ; 

h. 	 Prov ide  a  pena l ty  f o r  s e l l i n g  merchandise by 
means of a r e f e r r a l  scheme; 

i. 	Regulate  t h e  o p e r a t i o n  of dancing schools ,  and 
r e q u i r i n g  t h e  r e g i s t r a t i o n  of same; 

j. 	 Provide f o r  an i n v e s t i g a t i o n  and s tudy  by a 
s p e c i a l  commission of t h e  l i c e n s i n g  and r a t i n g  
of a l l  p r i v a t e  schools ;  

k. 	 P rov ide  f o r  indemnif iqa t ion  t o  Blue Cross  sub- 
s c r i b e r s  t r e a t e d  a t  non-member h o s p i t a l s ;  

1. 	 Abol ish  t h e  Small Loans Regulatory Board, and 
e s t a b l i s h i n g  a  maximum charge on loans  of 
$3,000, o r  l e s s ;  

m. 	 Require  t h e  d i s c l o s u r e  of f i n a n c e  charges  i n  
connect ion w i t h  ex t ens ions  of c r e d i t ;  

n. 	 Require  a  cool ing-of f  per iod  i n  i n s t a l l m e n t  con-
t r a c t s ;  and 

o. 	 Regulate  a d v e r t i s i n g  r e l a t i v e  t o  t h e  s a l e  o r  
o f f e r i n g  f o r  s a l e  of merchandise, commodities 
o r  s e r v i c e s  a t  s p e c i a l  p r i c e s ,  which s a l e  o r  
o f f e r  i s  s u b j e c t  t o  l i m i t a t i o n s  on t h e  q u a n t i t y  
t h a t  may be purchased o r  condi t ioned  on t h e  
purchase of  o t h e r  merchandise o r  commodities. 

The c o u n c i l i s  a c t i v i t i e s  du r ing  t h e  f i r s t  h a l f  of 1965, a s  
r epo r t ed  i n  t h e  same q u a r t e r l y  r e p o r t ,  included the :  

( 1 )  	 I n i t i a t i o n  of a c t i o n  a g a i n s t  a  t o u r  f i r m  t h a t  would not  
r e t u r n  refund moneys and whose planned t o u r s  had been 
cance l l ed  a s  a  r e s u l t  of l i t i g a t i o n  between t h e  f i r m  
and i t s  a i r  l i n e  c a r r i e r .  This  a c t i o n  recovered 
$152,000 f o r  t h e  f i r m i s  customers,  and was i n i t i a t e d  
by t h e  Massachuset ts  At torney General  a f t e r  t h e  counc i l  
d i scovered  t h e  customers were no t  being r ep re sen ted  
i n  t h e  l i t i g a t i o n ;  

(2)  	 P r e s e n t a t i o n  of evidence on behalf  of  i t s  s u b s c r i b e r s  
t h a t  enabled t h e  Commissioner o f  Insurance t o  o r d e r  a 
much lower r a t e  i n c r e a s e  a f t e r  Blue Cross-Blue S h i e l d  
had a p p l i e d  f o r  a  r a t e  i n c r e a s e ;  and 

(3) 	A s s i s t i n g  i n  t h e  adjustment  of c i t i z e n  complaints .  I n  
one ca se ,  an  adjustment  r e s u l t e d  i n  a  refund t o  a  



complainant of  $200 on a f u n e r a l  b i l l ,  and, i n  another  
ca se ,  a r educ t ion  of $1,000 on a f inance  company no te  
involv ing  a home-improvement loan.  

C a l i f o r n i a  's Off i c e  of Consumer Counsel 

The only  o t h e r  consumer p r o t e c t i o n  agency n o t  a l r eady  d i s -  
cussed and not  1oca ted .wi th in  a s t a t e  At torney Genera l ' s  o f f i c e  is  
C a l i f o r n i a '  s Off i c e  of Consumer ~ o u n s e l . 3  In  t h e  words of Mrs. 
Helen Nelson, t h e  C a l i f o r n i a  Consumer Counsel, she i s  t h e  consumerst 
n lookoutw i n  t h e  market p l ace ,  and t h e  consumers' advocate before  
l e g i s l a t i v e  and r e g u l a t o r y  government bodies.  In  a sense,  t h e  
C a l i f o r n i a  Consumer Counsel i s  a one-woman Massachusetts  Consumer 
Council .  

According t o  t h i s  o f f i c e ' s  enabl ing a c t ,  t h e  Consumer Coun- 
s e l  must: 

(1 )  	 Advise t h e  Governor a s  t o  a l l  m a t t e r s  a f f e c t i n g  t h e  
i n t e r e s t s  of t h e  people a s  consumers; 

(2) Recommend t o  t h e  Governor and t o  t h e  C a l i f o r n i a  leg-  
i s l a t u r e  t h e  enactment of such l e g i s l a t i o n  a s  i s  deemed 
necessary t o  p r o t e c t  and promote t h e  i n t e r e s t s  of t h e  
people a s  consumers; and 

(3 )  	 Make such s t u d i e s  a s  t h e  Counsel cons ide r s  necessary,  
o r  a s  d i r e c t e d  by t h e  Governor, i n  o r d e r  t o  c a r r y  o u t  
t h e  above d u t i e s ;  

and 	it may: 

( 1 )  	 Appear be fo re  governmental commissions, departments,
and agenc ies  t o  r e p r e s e n t  and be heard on behalf  of 
consumers1 i n t e r e s t s ;  ' 

( 2 )  	 Cooperate and c o n t r a c t  wi th  pub l i c  and p r i v a t e  agenc ies  
f o r  t h e  ob ta in ing  of s t a t i s t i c a l  surveys,  p r i n t i n g ,
economic in format ion ,  and such s i m i l a r  s e r v i c e s  a s  may 
be necessary  and proper;  

3. 	 According t o  M r s .  Helen Nelson, C a l i f o r n i a ' s  At torney General 
has  c r e a t e d  a consumer-protection agency w i t h i n  h i s  o f f i c e  
which supplements r a t h e r  t han  d u p l i c a t e s  h e r  o f f i c e ' s  e f f o r t s .  
No informat ion was rece ived  from t h e  Attorney General  on t h i s  
program, however. For a d d i t i o n a l  informat ion on t h e  consumer 
counsel  program i n  C a l i f o r n i a ,  s ee  pages 165 t o  167 subse- 
quent ly  he re in .  



( 3 )  	 Perform such o t h e r  a c t s  a s  may be i n c i d e n t a l  t o  t h e  
e x e r c i s e  of h e r  powers and f u n c t i o n s ;  and 

( 4 )  	 Render r e p o r t s  on t h e  s t u d i e s  i n s t i g a t e d  by h e r s e l f ,  
o r  o rdered  by t h e  Governor, t o  t h e  consumers of 
C a l i f o r n i a  . 

Once appoin ted ,  t h e  Consumer Counse l l s  term of o f f i c e  and 
s a l a r y  a r e  s e t  by t h e  Governor, who a l s o  may appo in t  and f i x  t h e  
s a l a r i e s  of  t h e  Counsel ' s  a s s i s t a n t s  and employees. The s t a t u t o r y  
maximum y e a r l y  s a l a r y  of t h e  Counsel i s  $18,000, and t h e  s a l a r i e s  
of h e r  a s s i s t a n t s  and employees, accord ing  t o  t h e  enabl ing  a c t ,  
must c l o s e l y  conform t o  t h e  s a l a r i e s  e s t a b l i s h e d  by t h e  S t a t e  Per-  
sonnel  Board f o r  comparable c l a s s e s  of p o s i t i o n s .  To a s s i s t  h e r  
i n  h e r  d u t i e s ,  t h e  enab l ing  law r e q u i r e s  a l l  s t a t e  agenc ies ,  of-
f i c e r s ,  and employees t o  coopera te  wi th  he r ,  and a l lows  t h e  Gover- 
nor  t o  c r e a t e  advisory  committees, a l l  of which a r e  t o  be under h e r  
d i r e c t i o n ,  and a l l  members of which a r e  t o  r e c e i v e  on ly  t h e i r  
a c t u a l  and necessary  expenses. 

I n  h e r  r e p l y ,  Mrs. Nelson s t a t e d  t h a t  t h e  purpose of  h e r  o f -  
f i c e  i s  "... t o  provide o f f i c i a l  consumer r e p r e s e n t a t i o n  a t  t h e  
h i g h e s t  l e v e l  of s t a t e  government. It i s  es t imated  t h a t  a t  l e a s t  
50 p e r  c e n t  of d e c i s i o n s  made wi th in  government a r e  economic 
d e c i s i o n s ,  d i r e c t l y  a f f e c t i n g  t h e  consumer i n  h i s  purchasing of 
goods and s e r v i c e s .  Many of t h e  m a t t e r s  involved a r e  complex and 
t e c h n i c a l .  Those who have an i n t e r e s t  i n  t h e s e  m a t t e r s  a r e  u s u a l l y  
i n  a p o s i t i o n  t o  s ecu re  t e c h n i c a l  and e x p e r t  advoca tes  t o  plead 
t h e i r  cause.  Consumers, f o r  t h e  most p a r t ,  a r e  no t  i n  a  p o s i t i o n
of equa l  s t r e n g t h .  Our r o l e  i s  t o  'ba lance  t h e  s c a l e s S 1  t o  advo- 
c a t e  t h e  consumer viewpoint  be fo re  t h o s e  governmental bodies  which 
have policy-ma king and law-making a u t h o r i t y .  

To accomplish t h i s  purpose dur ing  1964, f o r  example, Mrs. 
Nelson appeared be fo re  numerous p o l i c y  and lawmaking a u t h o r i t i e s  
whose hea r ings  were devoted t o :  

( 1 )  	 Proposed r a t e  i n c r e a s e  f o r  c r e d i t  l i f e  insurance ;  

(2)  	 Es t imates  of charges  and n o t i f i c a t i o n  of sh ipp ing  
d e l a y s  by commercial household goods movers; 

( 3 )  	 Prominence of q u a n t i t y  s ta tement  on package l a b e l s ;  

( 4 )  	 Te l ev i s ion  and r a d i o  r e p a i r  s e r v i c e s ;  

( 5 )  	 I n spec t ion  of s t u f f i n g  m a t e r i a l s  i n  s t u f f e d  toys ;  

( 6 )  	 P e s t i c i d e s ;  

( 7 )  	 Q u a l i f i c a t i o n s  of persons  prepar ing  income t a x  r e -
t u r n s ;  

( 8 )  	Label ing of thawed rneat ,  f i s h ,  and p o u l t r y ;  



( 9 )  Lending and c r e d i t  problems; 

(10) 	 Frauds and miarepreaenta  t ione a f f e c t i n g  e l d e r l y  
persons;  

(11)  	 Weight and l a b e l i n g  of bread; 

(12)  	 Food packaging p r a c t i c e s ;  

(13)  	 Automobile r e p a i r  s e r v i c e s ;  

(14)  	 Mechanics' l i e n s ;  and 

(15)  	 Advance n o t i c e  on r a t e  changes of pub l i c  u t i l i t i e s .  

I n  a d d i t i o n  t o  a t t e n d i n g  t h e s e  h e a r i n  s, Mrs. Nelson, o r  a member 
of h e r  s t a f f ,  r e g u l a r l y  a t t ended  meet7ngs of t h e  Board of Inves t -
ment, t h e  Department of A g r i c u l t u r e ' s  Milk Q u a l i t y  Committee, and 
t h e  S t a t e  Welfare Board. During t h i s  same yea r ,  h e r  o f f i c e  con- 
ducted s t u d i e s  on wage garnishment,  hear ing  a i d s ,  p e s t i c i d e s ,  and 
r e sea rch  needs i n  consumer economics, and publ ished s e v e r a l  pam- 
p h l e t s  and brochures  f o r  consumers. 

During f i s c a l  y e a r  1965-66, t h e  s a l a r i e s  of t h e  o f f i c e r ' s  
s i x  employees -- Mrs. Nelson, one informat ion o f f i c e r ,  one f i e l d  
r e p r e s e n t a t i v e ,  and t h r e e  c l e r i c a l  e m ~ l o y e e s  -- accounted f o r  
$64,722, o r  7 2  p e r  c e n t ,  of t h e  o f f i c e ' s  $89,998 bud e t .  Of t h e  
ba lance ,  ope ra t ing  expenses t o t a l e d  $24,526, and $75 8 was budgeted 
f o r  equipment. Appropr ia t ions  and au tho r i zed  p o s i t i o n s  s i n c e  t h e  
o f f  i c e  was c r e a t e d  a re :  

F i s c a l  Amount Ap- 
Year p r o p r i a t e d  P o s i t i o n s  Authorized 

P ro fes -
siona1 C l e r i c a l  -T o t a l  

The C a l i f o r n i a  Consumer Counsel i s  a l s o  a s s i s t e d  by a program
advisory  committee which u s u a l l y  c o n s i s t s  of 15 members. These 15 
men and women r e p r e s e n t  a  c ros s - sec t ion  of consumer i n t e r e s t s  and 
geographical  l o c a t i o n s .  



Consumer P r o t e c t i o n  Proqrams Under O f f i c e  of At torney  Genera& 

I n  a t  l e a s t  t e n  s t a t e s ,  a consumer p r o t e c t i o n  agency i s  
found wi th in  t h e  At torney  Gene ra l ' s  o f f i c e .  These agenc ie s  a r e  
known by many names, r e f l e c t i n g  t h e i r  purposes and t h e  choice  of 
d e s c r i p t v i e  words i n  t h e  s t a t e s t  a d m i n i s t r a t i v e  codes,  and gener- 
a l l y  were c r e a t e d  t o  g i v e  i nc reased  a t t e n t i o n  t o  consumer ro t ec -
t i o n  needs and wants. T h i s  i nc reased  a t t e n t i o n ,  however, Ras 
been caused by s e v e r a l  developments. 

I n  a t  l e a s t  seven s t a t e s ,  t h e  consumer p r o t e c t i o n  agenc ie s  
were i n d i r e c t l y  c r e a t e d  by l e g i s l a t i v e  enactment. I n  t h e s e  s t a t e s ,  
t h e  l e g i s l a t u r e  adopted laws a s s i g n i n g  t h e  At torney General  ce r -  
t a i n  consumer p r o t e c t i o n  a c t i v i t i e s ,  and t h e  At torney  General  
ass igned ,  by a d m i n i s t r a t i v e  o r d e r ,  s e v e r a l  a t t o r n e y s  and, perhaps,  
s e v e r a l  c l e r i c a l  employees, t o  devote  t h e i r  f u l l - t i m e  e f f o r t s  t o  
t h e s e  a c t i v i t i e s .  New J e r s e y ' s  Consumer Frauds Div i s ion  i s  an 
agency t h a t  may be c i t e d  t o  exemplify t h i s  t ype  of c r e a t i o n .  I n  
1960 New J e r s e y ' s  l e g i s l a t u r e  enac ted  a  s t a t u t e  p e r t a i n i n g  t o  con- 
sumer f r aud  and unlawful c r e d i t  p r a c t i c e s .  T h i s  s t a t u t e  gave t o  
t h e  New J e r s e y  At torney  General  c e r t a i n  enforcement powers t o  a c t  
a g a i n s t  c e r t a i n  t y p e s  of  consumer f r a u d s ,  powers t h a t  p rev ious ly  
had been t h e  powers of l o c a l  p rosecu t ing  a t t o r n e y s  on ly .  The A t -
t o rney  General ,  i n  t u r n ,  ordered t h e  c r e a t i o n  of a s p e c i a l  f o r c e  
w i th in  h i s  o f f i c e ,  known a s  t h e  Consumer Fraud Bureau, t o  c a r r y  
o u t  t h e  i n t e n t  of t h i s  law. 

Three s t a t e s  have consumer p r o t e c t i o n  agenc ie s  w i t h i n  t h e  
At torney  Gene ra l ' s  o f f i c e  t h a t  were c r e a t e d  e i t h e r  by t h e  At torney 
Genera l ' s  r e a c t i o n  t o  t h e  growing number of  compla in t s  rece ived  
by him r e l a t i v e  t o  consumer f r a u d  o r  by r e q u e s t s  from e x t e r n a l ,  
n o n - l e g i s l a t i v e  o f f i c i a l s .  Poss ib ly  bo th  causes  were p re sen t  t o  
some degree  i n  t h e s e  s t a t e s .  These agenc ie s  a c t  a s  complaint  
c e n t e r s  t o  which consumersv complaints  a r e  addressed  and from which 
they  a r e  r e f e r r e d  t o  t h e  proper  l o c a l  law enforcement agency, and 
t h e y  se rve  t o  coo rd ina t e  consumer p r o t e c t i o n  a c t i v i t i e s .  I n  t h i s  
l a t t e r  c a p a c i t y ,  t h e  At torneys  General  d i s semina te  consumer f r aud  
in format ion  e i t h e r  t o  t h e  p u b l i c  o r  t o  l o c a l  law enforcement 
agenc ies ,  and coo rd ina t e  t h e  l o c a l  e f f o r t s  t o  p revent  and a b a t e  
consumer f r aud .  For  example, t h e  Michigan At torney  General  has  
c r e a t e d  a  Ighot l i n e "  a l e r t i n g  network f o r  communications between 
vo lun ta ry  l o c a l  a c t i o n  f o r c e s  being s e t  up i n  1 6  key c o u n t i e s  t o  
f i g h t  consumer f r auds .  Fast -breaking i n t e l l i g e n c e  informat ion 
about consumer f r a u d  a c t i v i t i e s  i s  c a l l e d  i n  t o  a  s p e c i a l  te lephone 
number i n  t h e  At torney  Gene ra l ' s  o f f i c e  and i s  r e l ayed  immediately 
t o  a l l  o t h e r  county a c t i o n  u n i t s .  Th i s  network i s  intended t o  
prevent  hi t-and-run o p e r a t i o n s  used by s e v e r a l  consumer f r aud  
o p e r a t o r s .  I f  persons  i n  one county a r e  v i c t imized ,  it i s  a n t i c i -
pated t h a t  a t  l e a s t  t h e  a u t h o r i t i e s  i n  o t h e r  c o u n t i e s  w i l l  l e a r n  
of t h e  o p e r a t i o n  i n  t ime t o  t a k e  p recau t iona ry  a c t i o n .  

The Attorney Gene ra l ' s  a u t h o r i t y  t o  i n i t i a t e  such s t e p s  
wi thout  s p e c i f i c  l e g i s l a t i v e  approva l  i s  found i n  t h e  common law. 



According t o  Cor us  Juris Secundum, t h e  powers and d u t i e s  of A t -+t o rneys  Genera a r e  p r imar i ly  execut ive  and admin i s t r a t ive ,  and 
c o n s i s t  i n  those  powers and d u t i e s  expres s ly  o r  impliedly confer-  
red  by c o n s t i t u t i o n a l  o r  s t a t u t o r y  provis ions  t o g e t h e r  with,  i n  
t h e  absence of express  exc lus ion  t h e r e o f ,  t h e  powers a t tached  t o  
t h e  o f f i c e  a t  common law: 

The o f f i c e  of a t t o r n e y  gene ra l  has  e x i s t e d  from an 
e a r l y  per iod,  both i n  England and i n  t h i s  country,  
and i s  ves ted  by t h e  common law with a  g r e a t  v a r i e t y  
of d u t i e s  i n  t h e  admin i s t r a t ion  of t h e  government. 
The d u t i e s  a r e  so numerous and var ied  t h a t  it has 
not  been t h e  po l i cy  of t h e  l e g i s l a t u r e s  of t h e  s t a t e s  
of t h i s  country t o  a t tempt  s p e c i f i c a l l y  t o  enumerate 
them; and where t h e  ques t ion  has come up f o r  con- 
s i d e r a t i o n ,  it i s  g e n e r a l l y  he ld  t h a t  t h e  o f f i c e  i s  
c lo thed ,  i n  a d d i t i o n  t o  t h e  d u t i e s  expres s ly  de- 
f i n e d  by s t a t u t e ,  wi th  a l l  t h e  power p e r t a i n i n g  
t h e r e t o  under t h e  common law....As t h e  ch ie f  law of- 
f i c e r  of t h e  s t a t e ,  t h e  a t t o r n e y  gene ra l  may, i n  t h e  
absence of some express  l e g i s l a t i v e  r e s t r i c t i o n  t o  
t h e  con t ra ry ,  e x e r c i s e  a l l  such power and a u t h o r i t y  
a s  pub l i c  i n t e r e s t s  may from t ime t o  t i m e  r equ i re .  
(7 C.J.S. 1222 and 1223) 

Th i s  conclusion i s  appa ren t ly  v a l i d  f o r  Colorado, a l s o .  I n  one of 
t h e  few Colorado Supreme Court  c a s e s  bear ing on t h i s  s u b j e c t -  (88
Colo. 331) ,  t h e  c o u r t  ru l ed  t h a t  t h e  Attorney General has  only 
such d u t i e s  and powers a s  a r e  confer red  by law, t h e  term "lawtt i n -
c luding  both s t a t u t o r y  and common law, and t h a t  whatever d u t i e s  
t h e  Attorney General  had a t  t h e  common law he s t i l l  may have, 
except  i n s o f a r  a s  they  have been taken  away by l e g i s l a t i v e  enact-  
ment. 

It appears  from t h e  information suppl ied by t h e  Attorneys Gen-
e r a l  t h a t  t h e  growing amount of consumer f r aud  and t h e  growing 
demand of consumers f o r  i t s  cu r t a i lmen t ,  i f  no t  abatement, a r e  
causes  f o r  t h e  enactment of consumer f r aud  l e g i s l a t i o n .  S t a t e  leg- 
i s l a t i v e  d e c i s i o n s  t h a t  t h e r e  e x i s t s  a  need f o r  immediate and 
cent ra l ly-adminis te red  remedies perhaps i s  why t h e  admin i s t r a t ion  
of t h e s e  laws has  been ass igned t o  t h e  Attorneys General ,  t h e  
s t a t e s 1  ch ief  law enforcement o f f i c e r s .  Mrs. Ebther  Peterson,  
Spec ia l  A s s i s t a n t  t o  t h e  P r e s i d e n t  on Consumer A f f a i r s ,  had t h i s  
t o  say about t h e  need f o r  immediate remedies a t  t h e  1965 Nat ional  
Assoc ia t ion  of Attorneys General  Conference: 

A s  you know, most s t a t e s  have s t a t u t e s  a g a i n s t  con-
sumer f raud .  Unfortunately ,  however, t h e  mere e x i s t -
ence of t h e s e  s t a t u t e s  does no t  meet t h e  problem. 
Why? The d i s t r i c t  a t t o r n e y  i s  o f t e n  r e l u c t a n t  t o  
prosecute .  A c r imina l  case  i s  a tremendously burden- 
some and time-consuming e f f o r t .  The burden of proof 
must be beyond a reasonable  doubt. I n  o r d e r  t o  g e t  a  
good case  f o r  prosecut ion ,  t h e  s t a t e  must permit  t h e  



defendant  t o  cont inue  i n  o p e r a t i o n  long enough f o r  a 
good f i l e  of  complaints  t o  be b u i l t u p  a g a i n s t  him. 
Thus, many more people  a r e  allowed t o  be defrauded s o  
t h a t  a good c a s e  can be presen ted .  I n  many c a s e s ,  
t h e  p e r p e t r a t o r  f l e e s  t h e  coun t ry  o r  t h e  s t a t e  be fo re  
a c t i o n  i s  taken.  And even i f  t h e  d i s t r i c t  a t t o r n e y  
can be persuaded t o  p rosecu te ,  t h e  judge may merely 
pu t  t h e  defendant  on proba t ion  s i n c e  h i s  crime i s  
n o t  one of  v io l ence ,  b u t  i nvo lves  commercial t r ansac -  
t i o n s .  Rarely i s  t h e r e  a chance f o r  r e s t i t u t i o n .  

The r e s u l t  i s  an i n e f f e c t i v e  remedy t o  p r o t e c t  t h e  
pub l i c  i n  t h e s e  ca ses .  I n  essence ,  t h e  problem i s  
one of p rov id ing  v i c t i m s  of f r a u d  wi th  an adequate  
remedy .4 

Pennsylvania At torney General  Alessandroni  had t h i s  t o  say about  
cen t r a l l y -admin i s t e r ed  remedies du r ing  t h e  same conference;  

Even wi thout  l e g i s l a t i o n  t h e r e  i s  a g r e a t  d e a l  A t -
t o r n e y s  General  can do a s  a  p a r t  of o u r  b a s i c  
o b l i g a t i o n s .  It seems t o  me t h a t  t h e  very l e a s t  
we ought t o  do i s  t o  exchange in format ion .  I f  a 
p a r t i c u i a r  f r a u d  has  been a p a r t  of t h e  Pennsylvania 
scene,  I ought t o  make t h e  in format ion  a v a i l a b l e  t o  
my co l l eagues .  I f  t h a t  scheme moves from Pennsyl- 
van ia  t o  ano the r  s t a t e  a s  p r e s s u r e  i s  brought  i n  
Pennsylvania ,  i s n ' t  t h e  p u b l i c  a t  l e a s t  e n t i t l e d  t o  
know i n  advance t h e  k inds  of schemes t h a t  a r e  being 
~ e r ~ e t r a t e d ' ?Also shou ldn ' t  t h e  f e d e r a l  aovernment 
it t h e  v e r y - l e a s t  o f f e r  a  c e n t r a l  d e p o s i t o r y  i n t o  
which t h i s  in format ion  could  be s e n t ?  I n  t u r n ,  it 
should be t r a n s m i t t e d  n o t  only  t o  At torneys  General  
b u t  t o  d i s t r i c t  a t t o r n e y s  and bus ines s  i n t e r e s t s  of 
each community a s  wel l .  

Th i s  advance in format ion  a lone ,  wi thout  more, w i l l  do 
much t o  s t o p  and prevent  f r a u d u l e n t  a c t i v i t i e s .  
There is  no o t h e r  s i n  l e  group of s t a t e  o f f i c i a l s  who 
have more exper ience  Pn t h i s  f i e l d  t han  At torneys  
General ,  even though t h e y  may n o t  have s p e c i f i c  l eg-  
i s l a t i o n  on t h i s  s u b j e c t .  

The common law r e s p o n s i b i l i t i e s  and powers which 
Louis Lefkowitz has  t a l k e d  about  w i th  o u r  respons i -  
b i l i t i e s  under p a r e n s  p a t r i a e ,  make it o b l i g a t o r y  

4. Proceedinqs  of t h e  59 th  Annual Meetinq, Nat iona l  Associa t i o n  
of At torneys  General ,  p. 46. 



t h a t  we g i v e  every thought  and cons ide ra t ion  i n  our  
own shops t o  t h i s  problem. 

Shouldn ' t  we  a t  t h e  very l e a s t  a s s i g n  t h i s  job  t o  
some deputy t o  seek o u t  a l l  t h a t  i s  being done i n  
o t h e r  s t a t e s  t o  make a  de te rmina t ion  a s  t o  whether 
( a )  s u f f i c i e n t  ( j o b )  i s  be ing  done i n  o u r  own s t a t e? .  

I th ink  t h a t  increased  concern wi th  consumer R roblems 
w i l l  be upon us  a s  c e r t a i n  a s  day fo l lows  n i g  t. The 
p o i n t  a t  which it reaches  l e g i s l a t i v e  e f f o r t  i s  
merely a  ques t ion  of t ime. 

A s  t h i s  atmosphere b u i l d s ,  wouldn't  it be b e t t e r  i f  
it, too ,  occurs  i n  t h e  shops of t h e  c h i e f  law o f f i c e r  
of each s t a t e  where wi th  t h e  mature jud 
lend  o u r  b e s t  exper ience ga thered  from Pment we can 

i k e  a c t i v i -  
t i e s ,  r a t h e r  than wa i t  f o r  t h e  emotional  screaming 
head l ines  t h a t  w i l l  demand immediate l e g i s l a t i o n ?  
Under t h e s e  c i rcumstances ,  t h e  l e g i s l a t i o n  might be 
qu ick ly  d r a f t e d  without  due thought.  It could h u r t  
l e g i t i m a t e  bus ines s  and by h u r t i n g  bus ines s  a l s o  
h u r t  t h e  consumer. 

There i s  a way t o  do t h i s  e f f i c i e n t l y  and proper ly .  
The bus iness  community and t h e  chambers of  commerce 
must be a  p a r t  of it, bu t  we should supply t h e  
l eade r sh ip .  

I sugges t  t h a t  t h e  Attorney General  and h i s  s t a f f  
can perform t h i s  func t ion  b e t t e r  than any o t h e r  
group. The r e q u e s t s  of t h e  Federa l  Trade Commission 
f o r  l i m i t e d  funds t o  make t h e i r  in format ion  a v a i l a b l e  
t o  t h e  At torneys  General  and t o  o t h e r  law enforce-  
ment o f f i c e r s  i s  a s t e p  i n  t h e  r i g h t  d i r e c t i o n . 5  

S ince  an At torney  General  can d i r e c t  t h a t  h i s  o f f i c e  a c t  a s  
a complaint  c e n t e r ,  and s i n c e  t h e  l e g i s l a t u r e  can d i r e c t  him t o  
enforce  a  consumer law wi thout  t h e  Attorney General  e s t a b l i s h i n g  a  
consumer p r o t e c t i o n  agency, it i s  n o t  known how many s t a t e s ,  i n  
a d d i t i o n  t o  t h e  t e n  included h e r e i n ,  have consumer p r o t e c t i o n  
agenc ies  w i th in  t h e  o f f i c e  of t h e  Attorney General .  Colorado's  
At torney General ,  f o r  example, performs some of t h e  func t ions  t h a t  
a r e  performed by At torneys  General  who have consumer p r o t e c t i o n  
o f f i c e s  wi th in  t h e i r  o f f i c e s ,  b u t  Colorado i s  n o t  l i s t e d  i n  t h e  
usua l  compila t ion of s t a t e s  having consumer f r a u d  agenc ies  w i th in  
t h e  o f f  i c e  of At torney General .  

5. Ib id . ,  p. 49. 



Where a v a i l a b l e ,  a summary of t h e  powers, d u t i e s ,  a c t i v i t i e s ,  
budget,  etc.,  of At torney General  consumer p r o t e c t i o n  agenc ies  i s  
conta ined  in t h e  fo l lowing  paragraphs,  based on informat ion sup- 
l i e d  by t h e  Attorney Genera l ' s  o f f i c e  i n  t h e s e  t e n  s t a t e s .  

Hawaii. The F a i r  Business  P r a c t i c e s  Div is ion  was c rea t ed  
i n  0cto-964, w i t h i n  t h e  Department of t h e  Attorney General  by 
a d m i n i s t r a t i v e  a c t i o n .  The d i v i s i o n ' s  o b j e c t i v e  i s  t o  provide 
p r o t e c t i o n  t o  t h e  consuming publ ic  a s  well a s  t o  t h e  honest  busi-  
nessmen from unscrupulous businessmen who r e s o r t  t o  u n f a i r  and 
decept ive  bus iness  p r a c t i c e s  i n  d e a l i n g  wi th  t h e  consumer. The d i -  
v i s i o n  c o n s i s t s  of two s e c t i o n s ,  a n t i t r u s t  and consumer p ro t ec t ion .  

The d i v i s i o n  i s  p r i m a r i l y  concerned with  t h e  enforcement of 
t h r e e  laws -- t h e  s t a t e ' s  f a l s e  a d v e r t i s i n g  s t a t u t e s  and two 1965 
a c t s  r e l a t i n g  t o  a n t i t r u s t  and consumer p ro t ec t ion :  

A. F a l s e  Adver t i s inq .  Hawaii 's f a l s e  a d v e r t i s i n g  s t a t u t e  
d e c l a r e s  t h a t  c e r t a i n  a d v e r t i s i n g  p r a c t i c e s ,  such a s  b a i t  and 
switch,  f a l s e  and misleading,  and f a l s e  and misleading comparative 
p r i c e  a d v e r t i s i n g ,  a r e  unlawful,  and provides  t h r e e  approaches t o  
fo l low i n  o r d e r  t o  a b a t e  t h e  unlawful p r a c t i c e s :  c r i m i n a l  a c t i o n s ,  
i n j u n c t i v e  a c t i o n s ,  and acceptances  of w r i t t e n  assurances  of d i s -  
continuance.  With r e s p e c t  t o  a  c r i m i n a l  a c t i o n ,  a  defendant  con- 
v i c t e d  of v i o l a t i n g  t h e  f a l s e  a d v e r t i s i n g  laws can be f i n e d  i n  an 
amount n o t  exceeding $500, imprisoned f o r  n o t  more than  t h r e e  
months, o r  f i n e d  and imprisoned. I n j u n c t i v e  a c t i o n s  can be sought 
by persons,  f i r m s ,  p r i v a t e  c o r p o r a t i o n s ,  municipal  o r  o t h e r  pub l i c  
co rpora t ions ,  t r a d e  a s s o c i a t i o n s ,  county a t t o r n e y s ,  and, s i n c e  
1963, t h e  Attorney General .  The t h i r d  approach was au tho r i zed  by 
t h e  1963 l e g i s l a t u r e ,  and empowers t h e  Attorney General  and county 
a t t o r n e y s  t o  accep t  w r i t t e n  assurances  of d i scont inuance  which a r e  
o f f e r e d  by t h e  persons a g a i n s t  whom t h e  v i o l a t i o n s  a r e  a l l eged .  
An assurance  of d i scont inuance  must be s igned by t h e  a l l e g e d  vio-  
l a t o r ,  must con ta in  a  s ta tement  d e s c r i b i n g  t h e  a c t s  o r  p r a c t i c e s  
f o r  which it i s  being g iven  and t h e  s p e c i f i c  s e c t i o n s  of t h e  law 
p r o h i b i t i n g  t h e  a c t s  o r  p r a c t i c e s ,  and must be f i l e d  with  t h e  c l e r k  
of t h e  c i r c u i t  c o u r t  of t h e  county i n  which t h e  a l l e g e d  v i o l a t o r  
r e s i d e s  o r  has  h i s  p r i n c i p a l  p l a c e  of bus iness .  The s t a t u t e  a l s o  
s t a t e s  t h a t  a  v i o l a t i o n  of t h e  assurance  c o n s t i t u t e s  a  r e b u t t a b l e  
presumption of a v i o l a t i o n  of t h e  s e c t i o n s  des igna ted  i n  t h e  as -  
surance.  

B. Consumer Counsel Desiqnat ion.  One of t h e  1965 a c t s  
d e s i q n a t e s  t h e  Attorney General a s  t h e  Consumer Counsel f o r  t h e  
s t a t e  and r e q u i r e s  h im- to :  

( 1 )  	 Represent  and p r o t e c t  t h e  s t a t e ,  t h e  r e s p e c t i v e  
c o u n t i e s ,  and t h e  gene ra l  p u b l i c  a s  consumers; 

(2) 	I n v e s t i g a t e  r epor t ed  o r  suspected v i o l a t i o n s  of 
laws and r u l e s  and r e g u l a t i o n s  f o r  t h e  purpose 
of consumer p r o t e c t i o n ;  and 



( 3 )  	 Enforce t h e  consumer-protection laws, r u l e s  and 

*
r e g u l a t i o n s ,  


C. A n t i t  u s t .  The second 1965 a c t  amended Hawaiite exist-

ing  a n t i t r u s t  aws y  t h e  a d d i t i o n  of two new s e c t i o n s .  One sec-
t i o n  d e c l a r e s  t h a t  u n f a i r  methods of compet i t ion and u n f a i r  o r  
decep t ive  a c t s  o r  p r a c t i c e s  i n  t h e  conduct of any t r a d e  o r  commerce 
a r e  unlawful,  and t h e  second s e c t i o n  s t a t e s  t h a t  it i s  t h e  i n t e n t  
of t h e  l e g i s l a t u r e  t h a t ,  i n  cons t ru ing  t h e  f i r s t  s e c t i o n ,  t h e  
c o u r t s  w i l l  be guided by t h e  i n t e r p r e t a t i o n  given by t h e  Federal  
Trade Commission and t h e  f e d e r a l  c o u r t s  t o  a  s i m i l a r  s e c t i o n  of t h e  
Federa l  Trade Commission Act. ( ~ a w a i is u n f a i r  and decept ive  
p r a c t i c e s  a c t  i s  s u b s t a n t i a l l y  t h e  same a s  t h e  F.T.C. Act.) 

The reason given f o r  t h i s  a n t i t r u s t  law amendment is  t h a t  it 
g i v e s  t h o  Attorney General  broad powers i n  i n v e s t i g a t i n g  u n f a i r  
and decep t ive  a c t s  and p r a c t i c e s .  Th i s  a c t  i s  enforced i n  t h e  f o l -  
lowing manner: 

(1 )  	 I n  enforc ing  t h e  p rov i s ions  of  t h e  u n f a i r  and 
decep t ive  p r a c t i c e s  a c t ,  s u b s t a n t i a l l y  a l l  of t h e  
m a t t e r s  reviewed come t o - t h e  Attorney Genera l ' s  
a t t e n t i o n  by way of complaints  from t h e  consuming 
pub l i c .  Complaints have a l s o  been r e f e r r e d  t o  
t h i s  o f f i c e  by t h e  Legal Aid Soc ie ty  and t h e  
B e t t e r  Business Bureau. 

A f t e r  t h i s  o f f i c e  h a s  been made aware of  an a l -  
leged unlawful p r a c t i c e ,  it conducts a  p re l iminary  
i n v e s t i g a t i o n  and i f ,  a f t e r  t h a t  i n v e s t i g a t i o n ,  
it is  found t h a t  f u r t h e r  informat ion i s  necessary
f o r  a  f i n a l  de te rmina t ion  of t h e  l e g a l i t y  of t h e  
r epor t ed  p r a c t i c e ,  a n  i n v e s t i g a t i v e  demand, pur-
suan t  t o  t h e  i n v e s t i g a t i v e  powers gran ted  t o  t h e  
Attorney General ,  i s  i s sued  and served upon t h e  
bus ines s  concern a g a i n s t  which t h e  complaint  has  
been made. 

(3) 	 I f ,  a f t e r  reviewing t h e  m a t e r i a l ,  it i s  d e t e r -
mined t h a t  a v i o l a t i o n  has  occurred,  t h i s  o f f i c e  
may b r i n g  an i n j u n c t i v e  a c t i o n  a g a i n s t  t h a t  
bus ines s  concern o r ,  i n  t h e  a l t e r n a t i v e ,  a con-
s e n t  dec ree  arrangement may be en te red  i n t o .  
( I n  those  s i t u a t i o n s ,  whether involv ing  t h e  f a l s e  
a d v e r t i s i n g  s t a t u t e  o r  t h e  u n f a i r  and decept ive  
bus ines s  p r a c t i c e s  a c t ,  wherein t h e  g r a v i t y  of 
t h e  problem i s  minimal, a less formal  s o l u t i o n  t o  
t h e  problem i s  worked o u t  .) 

The d i v i s i o n ' s  head i s ,  of course ,  t h e  Attorney General ,  bu t  
t h e  a d m i n i s t r a t i v e  r e s p o n s i b i l i t i e s  have been a s s i  ned t o  a  deputy 9a t t o r n e y  g e n e r a l  who has been des igna ted  t h e  Admin s t r a t i v e  A s -
s i s t a n t  i n  charge of t h e  F a i r  Business P r a c t i c e s  Divis ion.  Th i s  
deputy,  who i s  a s s i s t e d  by one law c l e r k ,  a l s o  has  t h e  working 



r e s p o n s i b i l i t y  f o r  t h e  A n t i t r u s t  S e c t i o n ,  and two o t h e r  d e p u t i e s  
have been a s s i g n e d  t o  t h e  Consumer P r o t e c t i o n  S e c t i o n .  

Kansas. The Consumer P r o t e c t i o n  Un i t  wa s o rgan i zed  under  
t h e  d i r e c t i o n  of t h e  Kansas A t t o r n e y  Genera l  i n  June ,  1962, because  
of t h e  growing problem i n  t h e  a r e a  o f  consumer f r a u d  i n  t h e  s t a t e .  
The purpose  of t h i s  u n i t  i s  t o  p r even t ,  r a t h e r  t h a n  p ro secu t e ,  
f r a u d  by a s s i s t i n g  l o c a l  law enforcement  a g e n c i e s  and l e g i t i m a t e  
businessmen of t h e  community i n  combating t h e  p e r p e t r a t i o n  of v a r i -
ous  t y p e s  of  f r a u d s  on t h e  people  of Kansas. 

Among t h e  u n i t ' s  a c t i v i t i e s  a r e  i n v e s t i g a t i o n  and t h e  acqu i -  
s i t i o n  and d i s s e m i n a t i o n  of i n fo rma t ion  p e r t a i n i n g  t o  consumer 
f r a u d s .  S p e c i f i c a l l y ,  t h e  u n i t  a c t s  a s  a  c l e a r i n g  house f o r  consu- 
mer comp la in t s  from a l l  o v e r  t h e  s t a t e .  (The u n i t  i s  n o t  s p e c i f i-
c a l l y  a u t h o r i z e d  t o  p r o s e c u t e  consumer f r a u d ,  a l t h o u g h  it has  
common law and s t a t u t o r y  a u t h o r i t y  t o  i n v e s t i g a t e  any c r i m i n a l  o f -  
f e n s e  and t o  c o n s u l t  w i t h  and a d v i s e  county  a t t o r n e y s . )  It a l s o  
a d m i n i s t e r s  a  program of  p u b l i c  e d u c a t i o n  th rough  t h e  r e l e a s e  o f  
consumer f r a u d  b u l l e t i n s  which a r e  d e l i v e r e d  t o  t h e  v a r i o u s  news-
pape r s ,  r a d i o  and t e l e v i s i o n  s t a t i o n s ,  and chambers of commerce 
th roughout  t h e  s t a t e .  The u n i t  r e q u e s t s  a  wide d i s s e m i n a t i o n  of 
t h e  m a t e r i a l  f o r  g r e a t e r  coverage  o f  t h e  g e n e r a l  p u b l i c ,  and pro- 
v i d e s  s p e a k e r s  f o r  s e r v i c e  and s o c i a l  o r g a n i z a t i o n s  t o  e n l i g h t e n  
t h e  c i t i z e n s  on t h e  t y p e s ,  methods, scope,  and c h a r a c t e r  of  t h e  
f r a u d u l e n t  schemer. The u n i t  a t t e m p t s  t o  f a m i l i a r i z e  t h e  p u b l i c  
w i th  a c t i v i t i e s  of  t h e  door - to -door  sa lesmen,  b a i t  a d v e r t i s i n g ,  and 
t h e  sample su rvey  methods of s e l l i n g .  

A t  t h e  p r e s e n t  time, t h e  budget  f o r  t h i s  u n i t  i s  approx i -
mate ly  $8,500 annua l l y .  T h i s  f i g u r e  i n c l u d e s  t h e  c o s t  o f  o b t a i n i n g  
and m a i n t a i n i n g  a  s t a t e  au tomobi le .  One i n v e s t i g a t o r  on t h e  A t -
t o r n e y  G e n e r a l ' s  s t a f f  i s  a s s i g n e d  t o  i n v e s t i g a t e  consumer f r a u d ,  
and h e  works w i t h  an  a s s i s t a n t  a t t o r n e y  g e n e r a l  who a c t s  i n  an  
a d v i s o r y  c a p a c i t y .  The s e c r e t a r i a l  s t a f f  of t h e  A t to rney  Genera l  
is  u t i l i z e d ,  and t h e  workload can  be  hand led  a d e q u a t e l y  w i t h o u t  
a d d i t i o n a l  expense  unde r  t h i s  ar rangement .  

Michiqan. I n  1960,  t h e  Consumer P r o t e c t i o n  D i v i s i o n  was 
c r e a t e d  w i t h i n  t h e  o f f i c e  of  t h e  Michigan A t to rney  Genera l  by ad- 
m i n i s t r a t i v e  a c t i o n .  Among t h e  r e p o r t e d  a c t i v i t i e s  of t h e  d i v i s i o n  
a r e  t h e  fo l l owing :  

( 1 )  	 I t  s e r v e s  a s  a  c l e a r i n g  house f o r  i n fo rma t ion  
g a t h e r e d  from a l l  o v e r  t h e  s t a t e  conce rn ing  i m -
p r o p e r  b u s i n e s s  a c t i v i t i e s ;  

( 2 )  	 It  c o n s u l t s  w i t h  and a d v i s e s  b o t h  p r i v a t e  and 
p r o s e c u t i n g  a t t o r n e y s  conce rn ing  l e g a l  t h e o r i e s  
and approaches  t h a t  may be used i n  d e a l i n g  w i t h  
b u s i n e s s  f i r m s  t h a t  have improper  b u s i n e s s  
p r a c t i c e s ;  



It t a k e s  e v e r y  p o s s i b l e  o p p o r t u n i t y  t o  inform 
consumers of such  p r a c t i c e s  and what t h e y  c a n  do 
t o  p r o t e c t  themse lves .  A b iweek ly  news r e l e a s e  
i s  s e n t  t o  newspapers  and r a d i o  and t e l e v i s i o n  
s t a t i o n s  f o r  d i s t r i b u t i o n .  Moreover, t h e  d i v i s i o n  
h a s  a  " h ~ t - l i n e ~ ~a l t e r i n g  network f o r  communica- 
t i o n s  between . v o l u n t a r y  l o c a l  a c t i o n  f o r c e s  be ing  
s e t  u p  i n  s e v e r a l  of  Mich igan ' s  c o u n t i e s  t o  f i g h t  
consumer f r a u d .  F a s t - b r e a k i n g  i n t e l l i g e n c e  i n f o r -  
ma t ion  a b o u t  consumer f r a u d  a c t i v i t i e s  w i l l  b e  
c a l l e d  i n  t o  a  s p e c i a l  t e l e p h o n e  number i n  t h e  
A t t o r n e y  G e n e r a l ' s  o f f i c e  and w i l l  be r e l a y e d  i m -
m e d i a t e l y  t o  a l l  o t h e r  coun ty  a c t i o n  groups .  T h i s  
" h o t - l i n e a a  program i s  i n t e n d e d  t o  p r e v e n t  h i t - and-  
r u n  o p e r a t i o n s  u t i l i z e d  by s e v e r a l  consumer f r a u d  
o p e r a t i o n s .  I f  p e r s o n s  i n  one coun ty  a r e  v i c t i m i -  
zed ,  a t  l e a s t  t h e  a u t h o r i t i e s  i n  o t h e r  c o u n t i e s  
w i l l  l e a r n  of  t h e  o p e r a t i o n  i n  time t o  t a k e  neces-  
s a r y  measures ;  and 

( 4 )  	 It r e q u e s t s  e x p l a n a t i o n s  from b u s i n e s s e s  accused  
of  u n e t h i c a l  b u s i n e s s  p r a c t i c e s .  (The d i v i s i o n  
does  n o t  have t h e  a u t h o r i t y  t o  f o r c e  a  s e t t l e m e n t . )  

Dur ing  t h e  p r e c e d i n g  y e a r ,  t h e  d i v i s i o n  p r o c e s s e d  1 ,054 compla in ts .  
Of t h i s  number, 250 were s e t t l e d  s a t i s f a c t o r i l y ,  b u t ,  o c c a s s i o n a l l y ,  
t h e  c o m p l a i n t s  r e s u l t e d  i n  l e g a l  a c t i o n .  

The d i v i s i o n  d o e s  n o t  o p e r a t e  on a  s e p a r a t e  budget ;  i t s  
budge t  i s  a p a r t  of  t h e  o v e r - a l l  budge t  of t h e  A t t o r n e y  G e n e r a l ' s  
o f f i c e .  However, t h e  a n n u a l  s a l a r i e s  o f  t h e  d i v i s i o n ' s  employees --
one a t t o r n e y ,  one f i e l d  r e p r e s e n t a t i v e ,  and one f u l l - t i m e  and one 
p a r t - t i m e  s e c r e t a r y  -- c u r r e n t l y  amount t o  $31,280. 

M i s s o u r i .  I n  February  of 1962,  t h e  M i s s o u r i  A t t o r n e y  Gen- 
e r a l  c r e a t e d  t h e  Consumer P r o t e c t i o n  D i v i s i o n  w i t h i n  h i s  o f f i c e .  
The p r i n c i p a l  r e a s o n  f o r  t h i s  a c t i o n  was t o  a s s i s t  t h e  many p e r s o n s  
who were w r i t i n g  t h e  A t t o r n e y  G e n e r a l  t o  compla in  of  d e c e p t i v e  
s e l l i n g  p r a c t i c e s  o f  some r e t a i l e r s .  ( I n  1965,  H.B. 51, p a t t e r n e d
a f t e r  t h e  p r e s e n t  I l l i n o i s  Consumer P r o t e c t i o n  Ac t ,  d i e d  i n  t h e  
Sena te .  T h i s  b i l l ,  had it been a d o p t e d ,  would have empowered t h e  
A t t o r n e y  Genera l  t o  t a k e  d i r e c t  l e g a l  a c t i o n  i n  t h e  absence  of  
c l e a r l y  c r i m i n a l  a c t i v i t y  by (1) a u t h o r i z i n g  t h e  A t t o r n e y  Genera l  
t o  conduct  f o r m a l  i n v e s t i g a t i o n s  o f  d e c e p t i v e  s a l e s  p r a c t i c e s  and, 
where a p p r o p r i a t e ,  t o  s e e k  i n j u n c t i o n s  i n  c i r c u i t  c o u r t  t o  h a l t  
such p r a c t i c e s ,  and ( 2 )  empowering t h e  A t t o r n e y  Genera l  under  c e r -  
t a i n  c i r c u m s t a n c e s  t o  s e e k  c o u r t  o r d e r s  compel l ing  r e s t i t u t i o n  t o  
de f rauded  buyers . )  The d i v i s i o n  p r e s e n t l y  h a s  no s p e c i f i c  s t a t u -  
t o r y  power and a u t h o r i t y .  

The purposes  o f  t h e  d i v i s i o n  a r e :  

( 1 )  	 To s c r e e n  c o m p l a i n t s  f o r  p o s s i b l e  v i o l a t i o n s  of 
c r i m i n a l  l aws ,  and,  where i n d i c a t e d ,  t o  b r i n g  



such m a t t e r s  t o  t h e  a t t e n t i o n  of t h e  p rosecu t ing  , 

a t t o r n e y  concerned o r  o t h e r  law enforc.ement 
agenc ies ;  

(2) To mainta in  permanent f i l e s  of 'complaints ,  list-
ings  of s e l l e r s  who a r e  s u b j e c t  of complain ts ,
and t o  record  t h e  d i s p o s i t i o n  of such complaints;  

( 3 )  	 To promote amicable s e t t l e m e n t  of d i s p u t e s  between 
buyers and sellers;  

( 4 )  	 To p u b l i c i z e  m a t t e r s  r e l a t i n  t o  consumer f r auds ,  
the reby  warning t h e  pub l i c  o? such p r a c t i c e s ;  and 

( 5 )  	To coopera te  wi th  s i m i l a r  a  e n c i e s  of o t h e r  s t a t e s  
and t h e  f e d e r a l  government 9 n a  f r e e  exchange of 
in fo rmat ion  r e l a t i n g  t o  consumer ma t t e r s .  

The a c t i v i t i e s  of t h e  d i v i s i o n  i n c l u d e  c a l l i n g  a t t e n t i o n  t o  
businessmen whose p r a c t i c e s  a r e  t h e  s u b j e c t  o f  w r i t t e n  complain ts  
s e n t  t o  t h e  At torney General ,  and r e p o r t i n g  known c r i m i n a l  a c t i v i t y  
t o  t h e  p rosecu t ing  a t t o r n e y  o f  t h e  county i n  which t h e  v i o l a t i o n s  
have occurred,  s i n c e  t h e  commencement of c r i m i n a l  p rosecu t ion  is  t h e  
exc lu s ive  p r e roga t i ve  of t h e  l o c a l  p rosecu t ing  a t t o r n e y  i n  Missouri .  

New Jerse . New J e r s e y ' s  Consumer Fraud Bureau was c r e a t e d  
i n  1960 ---%w i t h i n  t e  Department of Law and P u b l i c  S a f e t y  by t h e  A t -
to rney  General ,  fo l lowing  t h e  enactment of a consumer f r a u d  law 
which au tho r i zed  t h e  At torney General  t o  t a k e  c e r t a i n  d i r e c t  a c t i o n  
i n  c a s e s  of consumer f raud .  Both t h e  law and t h e  bureau a r e  re -  
por ted  t o  have r e s u l t e d  f m m  t h e  compla in t s  r e ce ived  by members of 
t h e  l e  i s l a t u r e ,  t h e  At torney Genera l ,  t h e  Governor, t h e  Department 
of Bani:i ng  and Insurance ,  and o t h e r s ,  p e r t a i n i n g  t o  t r a n s a c t i o n s  
invo lv ing  home r e p a i r s  and automobi les .  

E s s e n t i a l l y ,  t h e  a c t i v i t i e s  of  t h e  bureau c e n t e r  on t h e  admin- 
i s t r a t i o n  and enforcement of t h e  s t a t e ' s  consumer f r a u d  law. S ince  
1960, t h e  b u r e a u - r e p o r t s ,  i t  has  been a b l e  t o  a s s i s t  consumers v i a  
re funds  and cance l l ed  and f u l f i l l e d  c o n t r a c t s  i n  t h e  approximate 
amount of $1,700,000. 

Three deputy a t t o r n e y  g e n e r a l s ,  f i v e  s t enographers  and 
t y p i s t s ,  and one i n v e s t i g a t o r  comprise t h e  bureau ' s  s t a f f .  Approxi-
mately $70,000 p e r  y e a r  i s  spen t  f o r  t h e i r  s e r v i c e s ,  and t h i s  
amount i s  a l l o c a t e d  a t  an average  of  $11,500 f o r  each of t h e  t h r e e  
deputy a t t o r n e y  g e n e r a l s ,  $7,000 f o r  t h e  head c l e r k ,  $8,500 f o r  
t h e  one i n v e s t i g a t o r ,  and $4,000 f o r  each of t h e  f o u r  s t enographers  
and t y p i s t s .  Other  expenses a r e  no t  a v a i l a b l e  a s  t h e s e  a r e  i n -  
cluded i n  t h e  At to rney  Genera l ' s  gene ra l  a d m i n i s t r a t i v e  expenses. 
Annual expenses,  i nc lud ing  s a l a r y  expenses,  have r i s e n ,  according 
t o  t h e  bureau, and t h i s  has  been due t o  t h e  need f o r  a d d i t i o n a l  o f -  
f i c e  space and personne l .  



New Mexico. New Mexico's At torney General  c r e a t e d  t h e  Con-
sumer Fraud S e c t i o n  w i t h i n  h i s  o f f i c e  by a d m i n i s t r a t i v e  a c t i o n  i n  
1965, fo l lowing  t h e  enactment of s e v e r a l  consumer p r o t e c t i o n  laws. 
The 1965 l e g i s l a t u r e  r e fused  t o  c r e a t e  t h e  s e c t i o n  by s t a t u t e ,  b u t  
app ropr i a t ed  an a d d i t i o n a l  $7,000 t o  t h e  Attorney Genera l ' s  o f f i c e  
so t h a t  he  could h i r e  an a d d i t i o n a l  employee t o  a s s i s t  i n  t h e  
a d m i n i s t r a t i o n  of t h e s e  laws. 

The new s e c t i o n  i s  i n  charge of en fo rc ing  t h e s e  1965 laws,  
two of which p e r t a i n  t o  f a l s e  a d v e r t i s i n g  and r e t a i l  i n s t a l l m e n t  
s a l e s ,  and t h e s e  laws empower t h e  Attorney General  t o  medi ta te ,  
c o n c i l i a t e ,  and, i f  necessary ,  commence c i v i l  a c t i o n s  a g a i n s t  
t hose  whose a c t s  have been c a l l  d  t o  t h e  a t t e n t i o n  of t h e  Attorney 
General  by consumer complaints .  f 

New York. New York's Bureau of Consumer Frauds and Protec-  
t i o n  was e s t a b l i s h e d  wi th in  t h e  Department of Law i n  1957 by t h e  
s t a t e ' s  At torney  General .  The reason r epor t ed  f o r  i t s  c r e a t i o n  
was t h e  need t o  supply t h e  defrauded consumer wi th  some governmen- 
t a l  agency t h a t  would r e p r e s e n t  t h e  pub l i c  a s . a  w h o l e .  The i n t e n t  
of t h e  bureau i s  t o  o p e r a t e  i n  gene ra l  a r e a s  of  consumer problems 
r a t h e r  t han  become involved i n  i n d i v i d u a l - c i v i l  a c t i o n s  f o r  which 
p r i v a t e  a t t o r n e y s  would be used. 

According t o  t h e  bu reau ' s  1964 annual  r e p o r t ,  i ts  work i n -
volves  mediat ion,  educa t ion ,  l e g i s l a t i o n ,  and l i t i g a t i o n .  The 
bureau d r a f t s  l e g i s l a t i o n  t o  p r o t e c t  t h e  consuming publ ic  and t h e  
l e g i t i m a t e  bus ines s  community, where a c t i v i t i e s  cannot  be ade- 
qua te ly  c o n t r o l l e d  by s e l f - p o l i c i n g  o r  a r e  prone t o  cont inu ing  
f r a u d u l e n t  p r a c t i c e s ,  and t h e  bureau i n s t i g a t e s  l e g a l  proceedings 
where f r a u d u l e n t  and i l l e g a l  a c t i v i t i e s  a r e  such t h a t  t h e  b e s t  
i n t e r e s t s  of t h e  pub l i c  would be served by c o u r t  a c t i o n .  

A t  l e a s t  s i x  bodies  of c o d i f i e d  law -- bus ines s  co rpora t ion ,  
execu t ive ,  gene ra l  bus ines s ,  pe r sona l  p roper ty ,  penal ,  and a g r i -  
c u l t u r e  and markets codes -- provide t h e  s t a t u t o r y  p rov i s ions  from 
which t h e  bureau r e c e i v e s  t h e  a u t h o r i t y  t o  engage i n  i t s  a c t i v i -
t i e s .  During 1964, t h e  bureau ' s  o f f i c e  was v i s i t e d  by 11,800 mem-
b e r s  of t h e  pub l i c ,  and i t s  s t a f f  opened more than  25,000 p i e c e s  
of mail  and rece ived  and made ove r  60,000 phone c a l l s .  The 
bureau opened 10,862 f i l e s ,  c losed  10,043, and c a r r i e d  2,204 f i l e s  
ove r  i n t o  1965. In  cash ,  goods, and s e r v i c e s ,  $1,237,468 was re -  
t u rned  t o  consumers a s  a  r e s u l t  of t h e  bureau 's  mediat ive  and 
c o u r t  a c t i o n s .  

The bureau ' s  1964 annual  r e p o r t  l i s t s  s e v e r a l  c a s e s  t h a t  
i t s  au tho r s  b e l i e v e  i l l u s t r a t e  t h e  bureau 's  a c t i v i t i e s .  Among 
t h e s e  a r e  t h e  fol lowing:  

6 .  	 For a d d i t i o n a l  in format ion  on New Mexico's program, s e e  pages 
167 t o  168 subsequent ly  he re in .  



(1) A Supreme Cour t  o r d e r  d i s s o l v e d  a Long I s l a n d  
Corpo ra t i on  which s o l d  hundreds of homeowners a 
c e n t r a l  vacuum c l e a n i n g  sys tem th rough  a  decep-
t i v e  r e f e r r a l  s a l e s  p l an .  The o r d e r  a l s o  pro- 
v ided  f o r  a $25,000 escrow fund f o r  t h e  a d j u s t -  
ments of comp la in t s  of t h e  company's cus tomers .  
S e c u r i t y  A d v e r t i s i n g  Company, Inc . ,  consented  t o  
t h e  e n t r y  of judgment, and ag reed  t o  pay $2,000 
a s  c o s t s .  

(2)  	 A Wes t ches t e r  f i r m  which a l l e g e d l y  a t t r a c t e d  
cus tomers  th rough  a d v e r t i s e d  s a l e s  of  Itreposses -
s e d w  sewing machines and t h e n  d i spa r aged  t h e s e  
machines i n  an e f f o r t  t o  s e l l  o t h e r  models agreed  
t o  d i s c o n t i n u e  t h i s  b a i t  and sw i t ch  s a l e s  ap- 
proach by e n t e r i n g  i n t o  an  a s s u r a n c e  of d i s c o n t i n u -
ance .  The f i r m  pa id  $500 i n  c o s t s .  

(3) A year - long  i n v e s t i g a t i o n  was b rought  t o  a  con-
c l u s i o n  a f t e r  a p r o t r a c t e d  Supreme Cour t  t r i a l ,  
w i t h  t h e  e n t r y  of a judgment a g a i n s t  s e v e r a l  i n -
d i v i d u a l s  and c o r p o r a t i o n s  s e l l i n g  t h e  Compact 
vacuum c l e a n e r  t h rough  t h e  r e f e r r a l  s e l l i n g  scheme. 
Evidence adduced r e v e a l e d  t h a t  more t h a n  500 
cus tomers  had been v i c t i m s  o f  h i g h  p r e s s u r e  s a l e s  
t a c t i c s ,  many i n  t h e  lower  income b r a c k e t s  and 
w i t h  Eng l i sh  l anguage  d i f f i c u l t i e s .  The respond- 
e n t  appea l ed  from t h i s  sweeping i n j u n c t i o n  and 
t h e  A p p e l l a t e  D i v i s i o n ,  F i r s t  Department ,  modif ied  
t h e  judgment on new f i n d i n g s  and d i r e c t e d  t h e  
submiss ion of an  o r d e r  based on t h e i r  f i n d i n g s .  
The A t to rney  Gene ra l  ha s  submi t t ed  such an  o r d e r  
which i s  b e f o r e  t h e  c o u r t .  

North Dakota. During t h e  1965 s e s s i o n ,  two laws were en-
a c t e d  by t h e  North Dakota L e g i s l a t u r e  -- one law p e r t a i n e d  t o  con-
sumer f r a u d  and un lawfu l  c r e d i t  p r a c t i c e s  and - the  o t h e r  r e q u i r e d  
t h e  A t to rney  G e n e r a l ' s  C r imina l  I d e n t i f i c a t i o n  Bureau t o  a c t  a s  a  
consumer f r a u d  bureau .  These l aws ,  a cco rd ing  t o  t h e  counse l  f o r  
t h e  A t to rney  G e n e r a l ' s  Consumer Fraud D i v i s i o n ,  r e s u l t e d  from t h e  
v a r i o u s  compla in t s  r e c e i v e d  by t h e  A t t o r n e y  Genera l  from p r i v a t e  
c i t i z e n s ,  and were concerned w i t h  s a l e s  of  h e a r i n g  a i d s ,  sewing 
machines, vacuum c l e a n e r s ,  s i d i n g ,  and g r o c e r y  and correspondence  
s choo l  c o n t r a c t s .  The m a j o r i t y  of t h e s e  c a s e s  invo lved  t e c h n i q u e s  
by salesmen c a l l i n g  on t h e  consumer a t  h i s  r e s i d e n c e .  A s  a r e s u l t  
of t h i s  consumer f r a u d  a c t ,  t h e  A t t o r n e y  Genera l  e s t a b l i s h e d  t h e  
Consumer Fraud D i v i s i o n  i n  h i s  o f f i c e .  

The Nor th  Dakota consumer f r a u d  a c t  c o n f e r s  upon t h e  s t a t e ' s  
At to rney  Genera l  c e r t a i n  powers t o  a b a t e  an  un lawfu l  p r a c t i c e  and 
d e f i n e s  an  un l awfu l  p r a c t i c e  a s :  

The a c t ,  u s e ,  o r  employment by any person  of 
any d e c e p t i v e  a c t  o r  p r a c t i c e ,  f r a u d ,  f a l s e  



p r e t e n s e ,  f a l s e  promise, o r  m i s r e p r e s e n t a t i o n ,  
w i th  t h e  i n t e n t  t h a t  o t h e r s  r e l y  t he reon  i n  
connec t ion  wi th  t h e  s a l e  o r  adver t i sement  of 
any merchandise, whether  o r  no t  any person 
has  i n  f a c t  been mis lead,  deceived,  o r  damaged 
thereby, . . .  

The words "adver t i sement , "  wmerchandise,u erson,I1 and " s a l e N  
used i n  t h i s  d e f i n i t i o n  a r e  de f ined  i n  ano t  "ger  s e c t i o n  of t h e  a c t ,  
and owners and p u b l i s h e r s  of  newspapers, magazines, e t c . ,  and 
owners and o p e r a t o r s  of  r a d i o  and t e l e v i s i o n  s t a t i o n s  a r e  excluded 
from t h e  a c t ' s  scope i n  a t h i r d  s e c t i o n .  

The consumer f r a u d  a c t ,  fo l lowing  t h e  a c t ' s  d e f i n i t i o n  sec-
t i o n s ,  c o n f e r s  upon t h e  At torney  General  t h e  fo l lowing  powers: 

A .  I n v e s t i q a t o r v  Powers. When it appears  t h a t  a  person i s  
engaging i n  c e r t a i n  p r a c t i c e s  t h a t  a r e  deemed unlawful  by t h e  a c t ,  
o r  i n  o t h e r  s e c t i o n s ,  o r  when it i s  be l i eved  t h a t  an i n v e s t i g a t i o n  
should be made t o  a s c e r t a i n  whether a person i n  f a c t  i s ,  has ,  o r  
i s  about  t o  engage i n  t h e s e  unlawful  a c t s ,  t h e  At torney General  
may: 

( 1 )  	 Require  such person t o  f i l e  on such forms a s  he 
p r e s c r i b e s  a s t a t emen t  o r  r e p o r t  i n  w r i t i n g ,  under 
o a t h  o r  o therwise ,  a s  t o  a l l  t h e  f a c t s  and circum- 
s t a n c e s  concerning t h e  s a l e  o r  adver t i sement  of 
merchandise by such person,  and such o t h e r  d a t a  
and in format ion  a s  he may deem necessary;  

(2) Examine under  o a t h  any person i n  connect ion wi th  
t h e  s a l e  o r  adver t i sement  of any merchandise; 

(3) 	 Examine any merchandise o r  sample t h e r e o f ,  record ,  
book, document, account ,  o r  paper  a s  he may deem 
necessary ;  and 

(4 )  	 Pursuant  t o  an o r d e r  of a d i s t r i c t  c o u r t ,  impound 
any record ,  book, document, account ,  paper, o r  
sample of merchandise m a t e r i a l  t o  such p r a c t i c e  
and r e t a i n  t h e  same i n  h i s  possess ion  u n t i l  t h e  
completion of a l l  proceedings  undertaken under 
t h i s  s e c t i o n  o r  i n  t h e  c o u r t s .  

To a s s i s t  t h e  At torney  General  i n  t h e  e x e r c i s e  of t h e s e  powers, 
t h e  law a l s o  empowers him t o  i s s u e  subpoenas, 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 ,  conduct  hea r ings ,  p r e s c r i b e  forms, and promulgate 
r u l e s  and r e g u l a t i o n s .  

Upon f a i l u r e  o r  r e f u s a l  of any person t o  f i l e  any s ta tement  
o r  r e p o r t ,  o r  d i sobey  any subpoena i s s u e d  by t h e  At torney General ,  
and u n t i l  t h e  person f i l e s  t h e  s ta tement  o r  obeys t h e  subpoena, 
t h e  At torney General  may r e q u e s t  a d i s t r i c t  c o u r t ,  a f t e r  n o t i c e  t o  
t h e  person,  t o :  



(1)  	 Grant  i n j u n c t i v e  r e l i e f ,  r e s t r a i n i n g  t h e  sale  o r  
adver t i sement  of any merchandise by such person; 

Vacate ,  annul ,  o r  suspend t h e  c o r p o r a t e  c h a r t e r  
of  a  	c o r p o r a t i o n  c r e a t e d  by o r  under t h e  laws of 
North Dakota, o r  revoke o r  suspend t h e  c e r t i f i c a t e  
of a u t h o r i t y  t o  do bus ines s  i n  North Dakota of a 
f o r e i g n  c o r p o r a t i o n ,  o r  revoke o r  suspend any 
o t h e r  l i c e n s e s ,  pe rmi t s ,  o r  c e r t i f i c a t e s  i s sued  
t o  such person which a r e  used t o  f u r t h e r  t h e  a l -  
l e g e d l y  unlawful p r a c t i c e ;  o r  

( 3 )  Grant  such o t h e r  r e l i e f  a s  may be r equ i r ed .  

B. Abatement Powers. I n  a d d i t i o n  t o  h i s  i n v e s t i g a t o r y  
powers, t h e  At torney  General ,  whenever it appears  t o  him t h a t  a  per-
son h a s  engaged i n  o r  i s  engaging i n  any p r a c t i c e  d e c l a r e d  t o  be- 
unlawful by t h i s  a c t  o r  r e l a t e d  a c t s ,  may seek and o b t a i n  an  in junc-
t i o n  i n  a  d i s t r i c t  c o u r t  p r o h i b i t i n g  t h e  person from con t inu ing  
such p r a c t i c e s  o r  engaging t h e r e i n  o r  doing any a c t s  i n  f u r t h e r a n c e  
the reo f  a f t e r  a p p r o p r i a t e  n o t i c e  t o  t h e  person.  I f  it appears  t o  
t h e  At torney  General  t h a t  t h e  p e r s o n - i s  about  t o  concea l  h i s  a s s e t s  
o r  h i s  person o r  l eave  t h e  s t a t e ,  he may app ly  t o  t h e  d i s t r i c t  
c o u r t  f o r  an o r d e r  appo in t ing  a  r e c e i v e r  o f  t h e  person ' s  a s s e t s .  

The 1965 Cr imina l  I d e n t i f i c a t i o n  Bureau Act c r e a t e s  a  bureau 
by t h i s  name w i t h i n  t h e  At torney  Gene ra l ' s  o f f i c e ,  and d i r e c t s  
t h i s  bureau a l s o  t o  a c t  a s  a  consumer f r aud  bureau. T h i s  bureau i s  
charged wi th  t h e  d u t i e s  o f  making i n v e s t i g a t i o n s ,  and main ta in ing  
f a c i l i t i e s  f o r  f i l i n g  r e p o r t s ,  examining persons  and merchandise, 
s t o r i n g  impounded books, r eco rds ,  accounts ,  papers ,  and samples of 
such merchandise. 

The 1965 l e g i s l a t u r e  a p p r o p r i a t e d  $21,000 t o  provide f o r  an 
a t t o r n e y  t o  handle  consurnor f r a u d ,  an agent  of t h e  crime bureau,  
and a  s e c r e t a r y ,  b u t  it was r e p o r t e d  t h a t  t h i s  amount i s  n o t  suf-
f i c i e n t  t o  cover  c o s t s  f o r  t h e  biennium f o r  which it was appropr i -  
a t e d .  The counse l  f o r  t h e  d i v i s i o n  handles  m a t t e r s  f o r  s e v e r a l  
o t h e r  s t a t e  depar tments  i n  a d d i t i o n  t o  h i s  consumer f r a u d  d u t i e s .  

Ohio. I n  January  of 1963, t h e  Ohio At torney  General  c r e -  -
a t e d  t h e  Consumer Frauds and Crimes S e c t i o n  w i t h i n  h i s  o f f i c e .  One 
of t h e  primary r ea sons  l ead ing  t o  t h i s  a d m i n i s t r a t i v e  a c t i o n  was 
t h e  p u b l i c a t i o n  of a s tudy  t h a t  showed Ohioans were being b i l k e d  of 
an e s t ima ted  annua l  $300 m i l l i o n  by s h a r p  o p e r a t o r s .  

The purpose of t h e  s e c t i o n  i s  t o  f u n c t i o n  a s  a  coo rd ina t ing
f o r c e  and c l e a r i n g  house t o  a s s i s t  s t a t e  and l o c a l  governmental 
agenc ie s  i n  combating f r a u d u l e n t  p r a c t i c e s  i n  a d v e r t i s i n g ,  s a l e s ,  
and r e l a t e d  f i e l d s .  Among t h e  s e v e r a l  a c t i v i t i e s  of  t h e  s e c t i o n  
a r e  t h e  fo l lowing:  

( 1 )  	 A b u l l e t i n  s e r v i c e  i s  maintained t o  promptly d i s -  
seminate  in format ion  t o  governmental agenc ies  and 



o t h e r  g r o u p s  and a s s o c i a t i o n s ,  i n c l u d i n g  t h e  
p r o s e c u t i n g  a t t o r n e y s ,  s h e r i f f s ,  c i t y  s o l i c i t o r s ,  
c h i e f s  of p o l i c e ,  Ohio S t a t e  Highway P a t r o l ,  
p o s t a l  i n s p e c t o r s ,  chambers of  commerce, and b e t -  
t e r  b u s i n e s s  bureaus .  S u b j e c t s  of  r e c e n t l y -
p r i n t e d  b u l l e t i n s  i n c l u d e  b a i t  a d v e r t i s i n g  and 
s o l i c i t a t i o n ,  d i s t i n c t i o n  between c i v i l  and 
c r i m i n a l  a c t i o n s ,  B l i n d  A s s o c i a t e s ,  Inc . ,  door- to-
d o o r  s o l i c i t a t i o n s ,  magazine sa lesmen,  f r e e  home 
i n s p e c t i o n s ,  c r e d i t  c a r d s  and t h e  l a r c e n y - b y - t r i c k  
s t a t u t e ,  t e l e p h o n e  communicat ions,  " f r e e w  r e a l  
e s t a t e  p romot ions ,  and s i g n i n g  o f  p a p e r s ;  

(2) Communications have been i n s t i t u t e d  between t h e  
s e c t i o n  and o f f i c e s  of A t t o r n e y s  G e n e r a l  i n  o t h e r  
s t a t e s ,  t h e  F e d e r a l  Trade  Commission, U. S. P o s t a l  
A u t h o r i t i e s ,  and o t h e r  s o u r c e s  f o r  i n f o r m a t i o n  
c o n c e r n i n g  f r a u d u l e n t  m a t t e r s ;  

( 3 )  	 C o n t i n u a l  examina t ion  of ways i n  which government 
and b u s i n e s s  can  work t o g e t h e r  i n  t h e  a r e a  of  
consumer f r a u d s  t o  p r o t e c t  t h e  c i t i z e n s ;  

( 4 )  	 Encouragement of t h e  f o c u s i n g  o f  a t t e n t i o n  on t h e  
consumer l s  r e s p o n s i b i l i t y  t o  h e l p  h i m s e l f ,  t h rough
c o n t i n u i n g  e d u c a t i o n a l  e f f o r t s ;  and 

( 5 )  	 A s s i s t i n g  t h e  p o l i c i n g  a g e n c i e s  i n  Ohio t h a t  a r e  
a u t h o r i z e d  by l a w  t o  c a r r y  on  t h e  r e s p o n s i b i l i t i e s  
o f  i n v e s t i g a t i o n  and p r o s e c u t i o n .  

The s e c t i o n  c u r r e n t l y  i s  o p e r a t i n g  on an  a n n u a l  a p p r o p r i a -  
t i o n  of $55,000. T h i s  amount i n c l u d e s  t h e  s e r v i c e s  o f  a s e c t i o n  
c h i e f ,  who i s  r e s p o n s i b l e  t o  t h e  F i r s t  A s s i s t a n t  A t t o r n e y  Genera l ;  
two f u l l - t i m e  i n v e s t i g a t o r s ;  one  s e c r e t a r y ;  and one  l e g a l  a i d e .  
O t h e r  p e r s o n n e l  a v a i l a b l e  t o  t h e  ' s e c t i o n  when needed a r e  a s s i s t a n t  
a t t o r n e y  g e n e r a l s  and f i e l d  i n v e s t i g a t o r s .  A l l  a c t i v i t i e s  a r e  
c a r r i e d  on i n  t h e  s e c t i o n l s  o n l y  o f f i c e ,  l o c a t e d  i n  Columbus. 

Washinqton. The Consumer P r o t e c t i o n  D i v i s i o n  i n  Washington 
S t a t e  i s  an  outgrowth of a 33-man consumer c o u n c i l  composed of  
d o c t o r s ,  t e a c h e r s ,  b e t t e r  b u s i n e s s  bureau managers,  businessmen,  
e t c . ,  which made s e v e r a l  recommendations t o  t h e  1961 Washington 
l e g i s l a t u r e .  These recommendations, i n c l u d i n g  t h e  s u g g e s t i o n  t o  
e n a c t  a  consumer p r o t e c t i o n  and a f a l s e  a d v e r t i s i n g  law,  were 
adop ted  i n  1961,  and t h e  c o u n c i l  was a b o l i s h e d .  Upon i t s  a b o l i s h -
ment, Washingtont  s A t t o r n e y  G e n e r a l  c r e a t e d  t h e  Consumer P r o t e c t i o n  
D i v i s i o n  w i t h i n  h i s  o f f i c e .  

I n  a  r e p l y  t o  a n  i n q u i r y  on b e h a l f  o f  t h e  Committee on Con- 
sumer Problems,  M r .  Donald Navoni,  c h i e f  o f  t h e  d i v i s i o n ,  submit-
t e d  a p a p e r  which he had r e a d  a t  t h e  1965 a n n u a l  meeting of  t h e  
Western Conference  of  t h e  C o u n c i l  of S t a t e  Governments. T h i s  p a p e r  



r e p r e s e n t s  t h e  most e x h a u s t i v e  answer t o  t h e  commi t t e e t s  i n q u i r y  
concern ing  a c t i v i t i e s ,  d u t i e s ,  expenses ,  e tc . ,  of  consumer pro- 
t e c t i o n  a g e n c i e s  w i t h i n  o f f i c e s  of  A t to rneys  Genera l ,  and a  major  
p o r t i o n  of  t h i s  paper  f o l l ows :  

"We now t u r n  o u r  a t t e n t i o n  t o  a b r i e f  d i s c u s s i o n  of consumer 
p r o t e c t i o n  laws i n  t h e  S t a t e  o f  Washington. 

"A, Consumer P r o t e c t i o n  Act  o f  1961: RCW 19,86.010 e t  seq .  
There a r e  rough ly  t h r e e  c a t e g o r i e s  o f  conduct  which t h i s  a c t  pro- 
s c r i b e s .  

" F i r s t ,  S e c t i o n  -020 d e a l s  w i t h  t h e  same t y p e s  of b u s i n e s s  
a c t i v i t y  a s  a r e  covered by S e c t i o n  5 of t h e  Fede ra l  Trade  Commis- 
s i o n  Act and r e a d s  a s  fo l lows :  ' U n f a i r  methods o f  compet i t ion  and 
u n f a i r  o r  d e c e p t i v e  a c t s  o r  p r a c t i c e s  i n  t h e  conduct  of any t r a d e  
o r  commerce a r e  hereby d e c l a r e d  unlawful . '  Th i s  d e l i b e r a t e l y  broad 
language i s  i n t ended  t o  embrace a  p e r s i s t e n t  epidemic o f  p r a c t i c e s  
which, under  t h e  g u i s e  of l e g i t i m a t e  commerce, t a k e  an  u n f a i r  ad- 
van tage  of  compe t i t o r s  and 'consumers a l i k e  and range from t h e  use  
of over -zea lous  s e l l i n g  t e c h n i q u e s  t o  o u t r i g h t  f r a u d  and swindle .  

"The second c a t e g o r y  compr i ses  p r i n c i p a l l y  a n t i - c o m p e t i t i v e  
a c t s  which a r e  made i l l e g a l  p e r  se. These i n c l u d e  a c t s  which be- 
cause  of t h e i r  p e r n i c i o u s  e f f e c t  on compe t i t i on  and l a c k  of any 
redeeming v i r t u e  a r e  made i l l e g a l  r e g a r d l e s s  o f  t h e i r  a c t u a l  impact 
upon compe t i t i on ,  T h i s  c a t e g o r y  i n c l u d e s  c o n t r a c t s ,  combinat ions  
and c o n s p i r a c i e s  i n  r e s t r a i n t  o f  t r a d e  and monopol iza t ion  o r  a t -  
tempts t o  monopolize and i s  covered i n  S e c t i o n s  -030 and -040 of  
t h e  a c t  modeled a f t e r  S e c t i o n s  I and 11 of t h e  Sherman Act ,  

"The t h i r d  c a t ego ry ,  S e c t i o n s  -050 and -060 d e a l s  w i th  con-
d u c t  which expe r i ence  ha s  i n d i c a t e d ,  i f  l e f t  t o  f l o u r i s h ,  eventu-
a l l y  w i l l  r e s u l t  i n  t h e  r e s t r a i n t  o r  e l i m i n a t i o n  of compet i t ion .  
These two s e c t i o n s  p r o h i b i t  t h e  a c q u i s i t i o n  of s t o c k  of one corpo- 
r a t i o n  by a n o t h e r  and e x c l u s i v e  d e a l i n g  c o n t r a c t s  i f ,  and on ly  i f ,  
such a c q u i s i t i o n s  and c o n t r a c t s  may r e s u l t  i n  a  r e s t r a i n t  of t r a d e  
o r  commerce o r  a  s u b s t a n t i a l  l e s s e n i n g  of  compet i t ion .  The 
s t a t u t o r y  language i s  based on S e c t i o n s  3 and 7 of  t h e  Clay ton  
Act .  

V"e a c t  i s  c i v i l  i n  n a t u r e ,  n o t  c r i m i n a l ,  c o n s i s t e n t  w i th  
i t s  purpose of f o s t e r i n g  p u b l i c  p r o t e c t i o n  r a t h e r  t h a n  pun i sh ing  
f o r  v i o l a t i o n s .  However, i n  t h e  c a s e  of  o u t r i g h t  swind les  where 
p u b l i c  p r o t e c t i o n  would d i c t a t e  t h e  n e c e s s i t y  of  punishment, t h e  
p ro secu t i ng  a t t o r n e y s  w i l l  c o n t i n t i n u e  t o  b r i n g  c r i m i n a l  proceed- 
i ngs .  

"The enforcement  t o o l s  a v a i l a b l e  t o  t h e  A t to rney  Genera l  
a r e  t he se :  

"(1) I n j u n c t i o n .  

11(2) Assurance of Discon t inuance  -- a w r i t t e n  agreerrrent 



t o  d i s c o n t i n u e  p r a c t i c e s  deemed t o  b e i n  v i o l a t i o n ,  i n  l ieu  of 
formal  law s u i t s ,  and f i l e d  i n  t h e  s u p e r i o r  c o u r t .  

tt ( 3 )  C i v i l  I n v e s t i q a t i v e  Demand -- a u t h o r i z e s  t h e  At torney 
General  t o  compel p roduc t ion  of documentary m a t e r i a l  dur ing  t h e  
precomplaint  s t a g e  of a n t i t r u s t  i n v e s t i g a t i o n s .  

" ( 4 )  C i v i l  Pena l ty  -- n o t  more than  $25,000 f o r  v i o l a t i o n  
of an i n  afi);ld;irunction 

t h e  a c t .  
i s s u e d  under t h e  a c t  o r  f o r  v i o l a t i o n  of Sec t ions  

.030 an 

" ( 5 )  C o r ~ o r a t e  D i s s o l u t i o n  -- c o r p o r a t e  c a p i t a l  punish- 
ment -- upon p e t i t i o n  by t h e  At torney  General  f o r  v i o l a t i o n  of any 

pursuant  t o  t h e  a c t  o r  f o r  v i o l a t i o n  of S e c t i o n s  

@*Be The F a l s e  Adve r t i s inq  S t a t u t e  of  1961: RCE 9.050 e t  
seq. T h i s  s t a t u t e  p r o h i b i t s  i n  subs tance  f a l s e ,  mis leading o r  
decep t ive  a d v e r t i s i n g ,  no m a t t e r  what form it t a k e s ,  where- the  ad- 
v e r t i s e r  has  knowledge of  t h e  f a c t s  which r e n d e r  t h e  a d v e r t i s i n g  
f a l s e ,  decep t ive  o r  mis leading.  A s p e c i f i c  exemption i s  provided
r a d i o  o r  t e l e v i s i o n  b r o a d c a s t e r s ,  p u b l i s h e r s ,  p r i n t e r s ,  and d i s -  
t r i b u t o r s ,  e t c . ,  who p u b l i s h  o r  d i s t r i b u t e  a d v e r t i s i n g  i n  good 
f a i t h  wi thout  knowledge o f  any f a l s e ,  mis leading o r  decep t ive  
c h a r a c t e r .  

"The enforcement t o o l s  i nc lude  i n j u n c t i o n ,  assurance  of 
d iscont inuance ,  and a  c i v i l  p e n a l t y  up t o  $5,000 f o r  v i o l a t i o n  of 
any o r d e r  o r  i n j u n c t i o n  i s s u e d  under t h e  a c t .  

%. I n s t a l l m e n t  C r e d i t  D i sc losu re  Act of 1963: RCW 63.14. 
010 e t  seq.  Th i s  i s  e s s e n t i a l l y  a  ' f u l l  d i s c l o s u r e 1  law which 
p r o h i b i t s  hidden charges  and r e q u i r e s  t h a t  a l l  r e t a i l  i n s t a l l m e n t  
c o n t r a c t s  and r e t a i l  charge  agreements s e t  f o r t h  f u l l y ,  f a i r l y  and 
complete ly ,  a l l  t h e  terms of  t h e  agreement o r  c o n t r a c t  i n  a  manner 
which r e a d i l y  can be understood by t h e  average buyer. It i s  n o t  a  
r e g u l a t o r y  law a s  such,  and p l a c e s  no l i m i t  on t h e  amount o r  r a t e  
of s e r v i c e  charge which may be made on a  r e t a i l  i n s t a l l m e n t  s a l e .  
The a c t  a l s o  ou t laws  f i n e  p r i n t ,  t h e  execut ion  of c o n t r a c t s  i n  
blank o r  con ta in ing  blank spaces ,  and provides  t h a t  customers s h a l l  
o b t a i n  a  copy of t h e  c o n t r a c t .  

"The remedies i nc lude ,  i n  u n c t i v e  r e l i e f ,  assurance  of d i s -
cont inuance,  c i v i l  pena l ty  up t o  +I--,000 f o r  v i o l a t i o n  of an in junc-  
t i o n ,  o r  i n t e n t i a l  v i o l a t i o n  of t h e  a c t ,  and a  novel ,  se l f -execut -
ing  p rov i s ion  i n  Sec t ion  .180 which p reven t s  a  noncomplying s e l l e r  
from recovery of t h e  s e r v i c e  charge,  f e e s ,  o r  any r e l a t e d  d e l i n -  
quency o r  c o l l e c t i o n  charges .  

"Attorney General  OIConnell  pe r sona l ly  conducted a  s e r i e s  
of t r a d e  conferences  throughout  t h e  S t a t e  of Washington wi th  a f -  
f e c t e d  i n d u s t r y  members i n  o r d e r  t o  f a c i l i t a t e  adap ta t ion  of 
t h e i r  c o n t r a c t s  i n  conformity w i th  t h e  new law. An a n a l y s i s  of 
t h e  s u b s t a n t i v e  p rov i s ions  of t h i s  a c t  was provided i n t e r e s t e d  in -  
d u s t r y  members. 



"Any law enforcement  program i n  t h e  s p e c i a l i z e d  a r e a  o f  con-
sumer p r o t e c t i o n  o r  t r a d e  r e g u l a t i o n  n e c e s s a r i l y  i n v o l v e s  v a r i o u s  
t y p e s  of a c t i v i t y .  We have d i v i d e d  o u r  f u n c t i o n s  i n t o  t h e  fo l low-  
i n g  a r e a s :  

"1. Complaint  P roce s s inq .  Over 6 ,000 compla in t s  have been 
r e g i s t e r e d ,  i n v e s t i g a t e d  and i n c o r p o r a t e d  i n t o  o u r  permanent f i l e s .  
Each i s  acknowledged and a  summary of p e r t i n e n t  f a c t s  is  f u r n i s h e d  
t h e  f i r m  complainted  a g a i n s t ,  u s u a l l y  by l e t t e r ,  i n  o r d e r  t o  o b t a i n  
t h e i r  views o f  t h e  t r a n s a c t i o n ,  Such i n fo rma l  p r o c e s s i n g  o f t e n  
p rov ide s  f i r m s  w i t h  a  g r e a t e r  awareness  of  t h e i r  sa lesmen ' s  conduct  
o r  misconduct ,  s t i m u l a t e s  s e l f - r e g u l a t i o n ,  and o f t e n  b r i n g s  abou t  
an ad jus tment  t o  t h e  i n j u r e d  compla inan t ,  a l t hough  t h e  At to rney  
Genera l  does  n o t  r e p r e s e n t  compla inan t s  i n  t h e i r  p r i v a t e  c a p a c i t y .  
It i s  p o s s i b l e  t o  de t e rmine  a  growing p a t t e r n  of misconduct  imme- 
d i a t e l y  by a  qu i ck  check of o u r  a l p h a b e t i c a l  f i l e s .  T h i s  f u n c t i o n  
a l o n e  i s  r e s p o n s i b l e  f o r  c o n t r a c t  c a n c e l l a t i o n s  and r e f u n d s  amount- 
i ng  t o  w e l l  o v e r  a  m i l l i o n  d o l l a r s  and ha s  p u t  an  e a r l y  end t o  
hundreds o f  un lawfu l  p r a c t i c e s .  

"2. I n v e s t i q a t i v e  S e c t i o n .  T h i s  s e c t i o n  i s  r e s p o n s i b l e
f o r  p r e - l i t i g a t i o n  i n v e s t i g a t i o n  of  t h o s e  firms where a  p a t t e r n  of 
misconduct  h a s  developed i n d i c a t i n g  a  breakdown of s e l f  - r e g u l a t i o n  
and i n  which t h e  p u b l i c  i n t e r e s t  i s  b e s t  se rved  by commencing 
c i v i l  i n j u n c t i v e  p roceed ings  unde r  t h e  s t a t u t e s .  I n v e s t i g a t i o n s
o f t e n  a r e  i n i t i a t e d  by t h e  D i v i s i o n  p r i o r  t o  t h e  r e c e i p t  of com-
p l a i n t s ,  p a r t i c u l a r l y  where l e a d s  have been provided by o t h e r  law 
enforcement  a g e n c i e s ,  c o m p e t i t o r s ,  B e t t e r  Bus ine s s  Bureaus, o r  
Chambers of  Commerce. 

"3.  L i t i q a t i o n  -- Formal and In formal ,  Formal i n j u n c t i v e  
p roceed ings  a r e  i n s t i t u t e d  w i t h i n  t h e  framework of s t a t u t o r y  
a u t h o r i t y  where i n v e s t i g a t i o n  r e v e a l s  such a c t i o n  i s  a p p r o p r i a t e .  
In fo rmal  a s s u r a n c e s  o f  d i s c o n t i n u a n c e  a r e  execu ted  by f i r m s ,  
a ccep t ed  by t h e  A t to rney  Genera l  and f i l e d  i n  s u p e r i o r  c o u r t  i n  
l i e u  of fo rmal  i n j u n c t i v e  p roceed ings  where i n v e s t i g a t i o n  i n d i c a t e s  
such a c t i o n  i s  s u f f i c i e n t l y  e f f e c t i v e  t o  p r even t  f u r t h e r  abuses ,  
and i s  i n  t h e  p u b l i c  i n t e r e s t .  

'I4.. L e s i s l a t i o n .  Where a c t i v i t i e s  canno t  be c o n t r o l l e d  
ade!qua t e l,y  by s e l f - p o l i c i n g  and may e scape  t h e  purview of  e x i s t i n g  
s t a t u t e s ,  proposed l e g i s l a t i o n  i s  d r a f t e d  and recommended by t h e  
A t t,orney Genera l  t o  p r o t e c t  t h e  consuming p u b l i c  and t h e  l e g i t i -  
mate b u s i n e s s  community. A r e c e n t  example i s  t h e  A t to rney  Gen- 
e r a l ' s  l e g i s l a t i v e  recommendation r e q u i r i n g  t h e  r e g i s t r a t i o n  and 
r e p o r t i n g  of  c h a r i t a b l e  fund s o l i c i t a t i o n s  and a p u b l i c  r e g i s t e r  
and p e r i o d i c  r e p o r t i n g  system f o r  a l l  c h a r i t a b l e  t r u s t s .  These 
measures f a i l e d  of  passage  i n  t h e  1965 s e s s i o n  of t h e  l e g i s l a t u r e ,  
and i t  i s  planned t o  recommend them i n  t h e  n e x t  l e g i s l a t i v e  s e s -  
s i o n ,  

lt5. Consumer Educat ion.  An impor t an t  r e s p o n s i b i l i t y  of 
making known t o  t h e  p u b l i c  t h e  many s o p h i s t i c a t e d  t e c h n i q u e s  of 
p resen t -day  consumer f r a u d  i n  o r d e r  t h a t  t h e y  may be b e t t e r  a b l e  
t o  p r o t e c t  themse lves .  



" A s  t h e  r e s u l t  of complaints  f i l e d  w i th  t h e  Divis ion,  which 
i n d i c a t e d  a  p a t t e r n  of misconduct,  and t h e  r e s u l t i n g  i n v e s t i g a t i v e  
r e p o r t s ,  fo rmal  i n j u n c t i v e  proceedings  were brought t o  r e s t r a i n  
u n f a i r  o r  decep t ive  t r a d e  p r a c t i c e s  i n  such f i e l d s  a s  home improve- 
ment, aluminum s i d i n g ,  used automobi les ,  home intercoms,  and f i r e  
a larms,  c h i n c h i l l a  b reed ing  s t o c k  promotions, f r e e z e r  food p l ans  
and d i r e c t  s a l e s  of  sewing machines, vacuum c l e a n e r s  and r e l a t e d  
merchandise. Less  formal  a s su rances  of d i scont inuance  were 
en t e red  i n  t h e  s u p e r i o r  c o u r t s  o f  t h e  s t a t e ,  a t t a c k i n g  such con- 
duc t  a s  m i s r e p r e s e n t a t i o n ,  d e c e i p t i v e  t r a d e  p r a c t i c e s ,  b a i t  and 
swi tch  methods of s a l e ,  f a l s e  c ~ m p a r a t i v e ~ p r i c i n g ,  phony p r i z e s  o r  
c o n t e s t s ,  decep t ive  gua ran tees ,  f a l s e  a d v e r t i s i n g ,  and u n f a i r  
methods of compet i t ion.  These p r a c t i c e s  i n  a d d i t i o n  t o  t h e  t r a d e  
a r e a s  mentioned were r e l a t e d  t o  correspondence and t r a i n i n g  schools ,  
magazine s u b s c r i p t i o n  s o l i c i t a t i o n s ,  t e l e v i s i o n  r e p a i r s ,  phony 
n t r a d e w  p u b l i c a t i o n s ,  w r i s t  watches and jewelry .  

"Apart from t h e  formal  a c t i o n s  o u t l i n e d  above, a l l  of  t h e  
complaints  r e g i s t e r e d  w i t h  t h e  D iv i s ion  i n  t h e  l a s t  biennium were 
c losed  i n  t h e  fo l lowing  manner: Approximately 6% were c lo sed  
s a t i s f a c t o r i l y  i n  informal  ad jus tment  conferences ,  wherein t h e  
bus ines s  concern is  advised  of t h e  t r a d e  p r a c t i c e  i n v e s t i g a t e d  even 
though it may be an i s o l a t e d  o r  a  s i n g l e  t r a n s a c t i o n .  Inves t iga -
t i o n  revea led  t h a t  @ of t h e  compla in t s  should be c lo sed  wi th  no 
a c t i o n .  Th i s  d e c i s i o n  u s u a l l y  i s  made when it i s  determined t h e  
m a t t e r  was e s s e n t i a l l y  a  p r i v a t e  cont roversy ,  n o t  involved i n  
' t r a d e  o r  commerce1 o r  was o the rwi se  exempt from t h e  terms of t h e  
s t a t u t e  o r  t h e  m a t t e r  d i d  n o t  i n d i c a t e  a  v i o l a t i o n  of t h e  s t a t u t e s .  

*Following a r e  t h r e e  examples of p lead ings ,  (which a r e  pub- 
l i c e  r e c o r d )  and r e p r e s e n t a t i v e  of o u r  formal enforcement a c t i v i t y .  
F i r s t  i s  a -f ina1,judqment en t e red  upon s t i p u l a t i o n  of t h e  p a r t i e s  
a g a i n s t  a l a r g e  home improvement concern,  c h a r t e r e d  i n  C a l i f o r n i a ,  
fo rmer ly  headquar tered i n  P o r t l a n d ,  Oregon and which opera ted  i n  22 
c o u n t i e s  i n  t h e  S t a t e  of Washington s imul taneously .  You w i l l  no te  
t h a t  t h e  permanent i n j u n c t i o n  runs  a g a i n s t  i n d i v i d u a l  defendants  
who were jo ined  because of t h e i r  a l l e g e d  involvement i n  t h e  d i r e c -  
t i o n ,  management and c o n t r o l  of t h e  a c t s  and p r a c t i c e s  complained 
a g a i n s t .  Also s i g n i f i c a n t  i s  S e c t i o n  V, which provides  pos t  judg- 
ment d i scovery  t o  t h e  At torney General  i n  o r d e r  t o  f a c i l i t a t e  corn-
p l i a n c e  checking wi th  t h e  i n j u n c t i v e  prov is ions .  The Attorney 
General  recovered i n v e s t i g a t i v e  c o s t s  i n  t h e  amount of $1,500. 

"The most r e c e n t  complaint  f i l e d  by Attorney General  O1Con- 
n e l l  i nvo lves  a  used automobile d e a l e r  engaged i n  t h e  "system 
s e l l i n g "  method of ope ra t ion .  Th i s  complaint  i s  s i g n i f i c a n t  i n  
t h a t  it c o n t a i n s  27 a l l e g a t i o n s  of t h e  t h r e e  s t a t u t e s  d i scus sed  
above. 

"Third ,  an assurance  of d i scon t inuance ,  which was f i l e d  i n  
Thurs ton County Supe r io r  Court ,  concerns  a  f i r m  engaged i n  t h e  
s a l e  of f r e e z e r s  and f r eeze r - food  p lans .  The assurance  provides
t h e  l e g a l  d e s c r i p t i o n  of respondents ,  i d e n t i f i e s  t h e  type of 
bus ines s  i n  which they  engaged, t h e i r  p r i n c i p a l  p l ace  of bus ines s ,  



and t h e  s p e c i f i c  t y p e s  of conduc t  t h e y  make a s s u r a n c e  w i l l  be d i s -  
c o n t i n u e d .  The agreement  s p e c i f i c a l l y  r ec i t e s  t h a t  it i s  execu ted  
f o r  s e t t l e m e n t  purposes  o n l y  and d o e s  n o t  c o n s t i t u t e ' a d m i s s i o n  by 
r e s p o n d e n t s  t h a t  t h e y  have v i o l a t e d  t h e  law. 

"While t h e  D i v i s i o n  h a s  been r e s p o n s i b l e  f o r  r e f u n d s  and 
c o n t r a c t  c a n c e l l a t i o n  a s  d e s c r i b e d  above,  more i m p o r t a n t l y  w e  have 
been a b l e  t o  p u t  a n  e a r l y  end t o  consumer r a c k e t s  which, i f  a l -  
lowed t o  r u n  unchecked,  would have  c o s t  o u r  c i t i z e n s  s e v e r a l  m i l -
l i o n s  of d o l l a r s .  

"Consumer e d u c a t i o n  i s  based upon t h e  premise  t h a t  t h e  w e l l  
i n f ormed consumer needs  t h e  l e a s t  government p r o t e c t i o n .  The 
consumer, who i s  r e a l l y  t h e  f i r s t  l i n e  of d e f e n s e  a g a i n s t  f r audu-  
l e n t  and d e c e p t i v e  t a c t i c s  i n  t h e  a r e n a  o f  t h e  marke t -p lace ,  shou ld  
be  armed a t  l e a s t  w i t h  knowledge and i n f o r m a t i o n .  H i s  vweaponsff 
can be f o r g e d  from t h e  a r t  and s c i e n c e  of  consumer e d u c a t i o n  r a t h e r  
t h a n  from t h e  h a r d  and c o s t l y  l e s s o n s  l e a r n e d  a s  a  v i c t i m  of con-
sumer f r a u d .  

n A t  t h e  o u t s e t ,  it s h o u l d  b e  s t a t e d  t h a t  t h e r e  i s  a  wide 
range  of b u s i n e s s  conduc t  which, w h i l e  n o t  i n  v i o l a t i o n  of any . 
p a r t i c u l a r  f r a u d ,  u s u r y  o r  consumer p r o t e c t i o n  s t a t u t e s ,  i s  never-
t h e l e s s  o v e r r e a c h i n g  and works s e r i o u s  h a r d s h i p  upon t h e  uninformed 
members of  t h e  p u r c h a s i n g  p u b l i c .  One such example i n c l u d e s  t h e  
p r a c t i c e s  by c e r t a i n  second mortgage b r o k e r s  who, a f t e r  t h e  i n i t i a l  
agreement  i s  e x e c u t e d ,  t a c k  on ' f i n d e r ' s  f e e s , '  ' escrow f e e s , '  'ap-
p r a i s a l  f e e s , '  ' i n v e s t i g a t i v e  f e e s , '  e tc. ,  and f a i l  t o  p r o v i d e  
borrowers  w i t h  a copy. Also ,  consumers a r e  s a d l y  l a c k i n g  i n  t h e  
knowledge r e q u i r e d  t o  compute i n t e r e s t  o r  t o  d i s t i n g u i s h  between 
s imple  a n n u a l  i n t e r e s t ,  add-on i n t e r e s t  o r  d i s c o u n t  i n t e r e s t .  I n  
Washington it seems t h a t  eve ryone  e x c e p t  t h e  consumer r e a l i z e s  t h a t  
c o n d i t i o n a l  s a l e  c o n t r a c t s  have been h e l d  n o t  t o  come w i t h i n  t h e  
purview of  o u r  u s u r y  s t a t u t e  which p r e s c r i b e s  a maximum of 12% i n -
t e r e s t  p e r  annum. 

"1wonder j u s t  how many consumers r e a l i z e  t h a t  'documentary 
and b r o k e r a g e  f e e s '  on t h e  purchase  of a used  au tomobi le  a r e  o f t e n  
j u s t  a n o t h e r  s o u r c e  of  income t o  t h e  se l l e r ,  o r  t h a t  ' b u s i n e s s  and 
o c c u p a t i o n  t a x '  a p p e a r i n g  on r e t a i l  s a l e s  c o n t r a c t s -  f a l l  i n  t h e  
same c a t e g o r y , a n d  t h a t  t h e  t a x i n g  s t a t u t e  e x p r e s s l y  p r o h i b i t s  t h e  
r e t a i l  s e l l e r  from p a s s i n g  a l o n g  t h e  t a x  i n  t h a t  manner. 

"We might  c o n s i d e r  t h e  needs ,  impor tance  and e f f e c t s  of  con-
sumer e d u c a t i o n :  

l f ( l )  P r o v i d e s  i n c r e a s e d  s e l f - p r o t e c t i o n  t o  t h e  consumer. 
The consumer i s  l e s s  l i k e l y  t o  b e  d e c e i v e d  when he i s  informed of  
t h e  t e c h n i q u e s  of  a p a r t i c u l a r  f r a u d  o r  b u s i n e s s  gimmick. The 
consumer, f o r  example, who r e a l i z e s  t h a t  t h e  $3.00 p e r  month TV 
r e n t a l  o f f e r  o r  home s e r v i c e  c a l l  i s  i m p o s s i b l e  and i s  mere ly  b a i t  
would n o t  be  t a k e n  i n  by such  o f f e r s .  

~ ( 2 )P u r c h a s e r  r e c e i v e s  more v a l u e  f o r  d o l l a r s  s p e n t .  The 
informed consumer who r e a l i z e s  t h a t  t h e  ' f r e e '  g i f t s  a r e  r e a l l y  



inc luded  i n  t h e  t o t a l  purchase  p r i c e  w i l l  spend h i s  time shopping 
f o r  merchandise i n s t e a d  of  p r i z e s ;  o r  t h a t  t h e  h i g h e r  p r i ced  of t h e  
double  t i c k e t s  i n  c e r t a i n  l i n e s  of  merchandise a r e  f i c t i t i o u s  t o  
e l l u s t r a t e  s av ings  which a r e  nver  r e a l i z e d ,  w i l l  be more a p t  t o  
shop compara t ive ly  t o  de te rmine  t h e  b e s t  p r i c e .  

18(3) Warns f r a u d u l e n t  p r a c t i t i o n e r s .  When it becomes known 
t h a t  t h e  A t to rney  General  t a k e s  l e g a l  a c t i o n  a g a i n s t  c e r t a i n  t y p e s  
of  b u s i n e s s  conduc t ,  a d e t e r r e n t  e f f e c t  r e s u l t s  th roughout  t h e  
p a r t i c u l a r  i n d u s t r y .  I n  1961 it was e s t ima ted  t h a t  $11m i l l i o n  an- 
n u a l l y  were t aken  from v i c t i m s  of consumer f r a u d  i n  Washington 
S t a t e .  Today's  e s t i m a t e s  a r e  c l o s e r  t o  $3 m i l l i o n ,  which i l l u s -  
t r a t e s  t h e  v a l u a b l e  d e t e r r e n t  e f f e c t  of  a v igorous  law enforcement 
program. 

(4)  P r o t e c t i o n  of t h e  l e g i t i m a t e  merchants from u n f a i r  
compe t i t o r s  and u n f a i r  methods of compet i t ion .  

"(5) Promotes t r u t h  i n  a d v e r t i s i n g  and s t i m u l a t e s  improved 
s e l f - r e g u l a t i o n .  

"The l a s t  two e f f e c t s  a r e ,  of  - cou r se ,  somewhat l e s s  d i r e c t  
b u t  f o l l o w  a s  a  neces sa ry  consequence. 

I1We t u r n  now t o  s o u r c e s  of in format ion  and a p a r t i a l  l i s t i n g  
fo l l ows :  

18(1) Bus iness -or iq ina ted :  ( a )  F a c t  s h e e t s ,  b u l l e t i n s  and 
pamphlets  pub l i shed  by t h e  n a t i o n a l  and l o c a l  B e t t e r  Business  
Bureaus th roughout  t h e  United S t a t e s .  ( b )  Trade a s s o c i a t i o n  pub- 
l i c a t i o n s .  ( c )  P u b l i c a t i o n  of b u s i n e s s  of  b u s i n e s s  and profes -  
s i o n a l  c l u b s  and s o c i e t i e s  and Chambers of  Commerce. 

18(2) Government-oriqinated:  ( a )  Departments of Agricul-  
t u r e ,  Commerce, Hea l th ,  Educat ion and Welfare,  I n t e r i o r , ' J u s t i c e ,  
Labor, e t c . ,  a l l  p u b l i s h  numerous b u l l e t i n s  and r e p o r t s  of  g r e a t  
i n t e r e s t  and b e n e f i t  t o  t h e  consumer. ( b )  Enforcement news r e -
l e a s e s  from t h e  P o s t  O f f i c e  Department, Fede ra l  Trade commission, 
United S t a t e s  S e c u r i t i e s  and Exchange Commission Fede ra l  Bureau 
of I n v e s t i g a t i o n ,  and Department of J u s t i c e .  ( c! P u b l i c a t i o n s  
from cor responding  government depar tments  a t  t h e  s t a t e  and l o c a l  
l e v e l .  

" ( 3 )  P r i v a t e  consumer p u b l i c a t i o n s :  -- t h e s e  a r e  t o o  nu-
merous t o  i d e n t i f y  bu t  they  i n c l u d e  Consumers1 B u l l e t i n  and Con- 
sumers' Repor t  which d e a l  p r i m a r i l y  w i t h  comparat ive  q u a l i t y  i n  
competing l i n e s  o f  merchandise. 

T u r n i n g  t o  some of o u r  e f f o r t s  i n  t h e  f i e l d  of consumer 
a t t e n t i o n ,  your  a t t e n t i o n  i s  i n v i t e d  t o  t h e  pamphlet e n t i t l e d  "A 
Guide t o  Consumer P r o t e c t i o n n  publ i shed  by At torney  General  John 
O'Connell. Over 60,000 of t h e s e  have been d i s t r i b u t e d  throughout  
t h e  s t a t e  by bus ines s  f i r m s ,  banks,  i n d u s t r y ,  l a b o r  unions ,  t r a d e  
a s s o c i a t i o n s ,  Chambers of  Commerce and B e t t e r  Business  Bureaus. 



N e a r l y  e v e r y  one of t h e  complaints  r e g i s t e r e d  i n  o u r  D i v i s i o n  i n -  
vo lved  a  f a i l u r e  t o  o b s e r v e  No. 1 which p r o v i d e s  ' N e v e r s i g n  any- 
t h i n g  you have n o t  r e a d  and u n d e r s t ~ o d . ~  

" A d d i t i o n a l  t y p e s  of consumer e d u c a t i o n  i n c l u d e  news r e -  
l e a s e s ,  t r a d e  c o n f e r e n c e s ,  s p e a k i n g  engagements by t h e  A t t o r n e y  
Genera l  and h i s  s t a f f  b e f o r e  Kiwanis ,  Ro ta ry ,  PTA1s, p r o f e s s i o n a l  
and commercial c l u b s  and s o c i e t i e s ,  h i g h  s c h o o l s  and u n i v e r s i t i e s .  

"Recen t ly  concluded was a series of 135 th ree -minu te  s p o t
r a d i o  p r e s e n t a t i o n s  i n  a  program c a l l e d  'Con Man O u t l '  which ap-  
peared  o v e r  K V I  r a d i o  i n  S e a t t l e  and t h r o u g h o u t  t h e  s t a t e  i n  coop- 
e r a t i o n  w i t h  l o c a l  s t a t i o n s .  We have p a r t i c i p a t e d  i n  t h e  p repara -  
t i o n  of s e v e r a l  30-minute d o c u m e n t a r i e s  i n c l u d i n g  o u t - o f - s t a t e  
s w i n d l e s ,  phony cor respondence  and t r a i n i n g  s c h o o l s  and used c a r  
r a c k e t s .  We have had much s u c c e s s  i n  r e a c h i n g  a  p a r t i c u l a r  segment 
of t h e  p u r c h a s i n g  p u b l i c  by means o f  a comic s t r i p  which h a s  been 
c a r r i e d  i n  one o f  t h e  prominent  l a b o r  papers .  

"Our most r eward ing  e x p e r i e n c e s  have come from t h e  A t t o r n e y  
G e n e r a l ' s  h i g h  s c h o o l  a p p e a r a n c e s .  A t  l e a s t  once  monthly he  a p p e a r s  
a t  one of  t h e  p u b l i c  o r  a p p e a r s  a t  one  of  t h e  p u b l i c  o r  p r i v a t e  
h i g h  s c h o o l s  t h r o u g h o u t  t h e  s t a t e ,  u s u a l l y  b e f o r e  a combined a s -  
sembly of h i s t o r y ,  c i v i c s ,  home economic, contemporary a f f a i r s  and 
b u s i n e s s  l aw c l a s s e s .  There  i s  a p r e s s i n g  need t o d a y  t o  incorpo-
r a t e  i n t o  t h e  h i g h  s c h o o l  c u r r i c u l u m  some form o f  consumer educa- 
t i o n ,  p a r t i c u l a r l y  i n  v iew o f  t h e  f a c t  t h a t  n e a r l y  one  i n  t h r e e  
t e e n a g e r s  h a s  a c r e d i t  c a r d .  C e r t a i n l y  a g r e a t  p e r c e n t a g e  a r e  
i n v o l v e d  i n  buying new o r  used  a u t o m o b i l e s ,  motor  s c o o t e r s ,  c l o t h - . 

i n g  and m i s c e l l a n e o u s  merchandise .  

"A b r i e f  s k e t c h  of t h e  o r g a n i z a t i o n  and c o s t  o f  o p e r a t i o n  
w i l l  be  of g e n e r a l  i n t e r e s t .  P e r s o n n e l  s t a f f i n g  s i n c e  t h e  incep-  
t i o n  of t h e  D i v i s i o n  i n  J u n e ,  1961,  seems t o  have remained c o n s t a n t  
w i t h  a p p r o x i m a t e l y  f o u r  a s s i s t a n t  a t t o r n e y s  g e n e r a l ,  t h r e e  i n v e s t i -  
g a t o r s ,  one l a w  c l e r k  and two and a  h a l f  s e c r e t a r i e s .  Two a s s i s t -  
a n t s  a r e  a s s i g n e d  t o  t h e  S e a t t l e  O f f i c e ,  w i t h  one f u l l - t i m e  
a s s i s t a n t  i n  t h e  Spokane O f f i c e ,  and one a s s i s t a n t  each  i n  Tacoma 
and Olympia w i t h  p a r t - t i m e  r e s p o n s i b i l i t i e s  t o  t h e  Consumer 
P r o t e c t i o n  D i v i s i o n .  

"Of h i s t o r i c a l  i n t e r e s t  o n l y  i s  t h e  f a c t  t h a t  t h e  1961 
L e g i s l a t u r e  a p p r o p r i a t e d  $25,000 t o  t h e  A t t o r n e y  G e n e r a l ' s  budget
t o  e n f o r c e  t h e  consumer p r o t e c t i o n  s t a t u t e s .  T h i s  amount, c o i n c i -
d e n t a l l y ,  was t h e  same amount budgeted  by t h e  d e f e n d a n t s  i n  t h e  
f i r s t  major  l aw s u i t  b r o u g h t  by t h e  D i v i s i o n .  I n  t h e  1963-65 
biennium a  t o t a l  of  $160,702 was expended on consumer p r o t e c t i o n  
a c t i v i t i e s .  Of t h i s  amount, a l i t t l e  more t h a n  $80,000 was 
expended i n  e a c h  f i s c a l  y e a r  w i t h i n  t h e  biennium. The a p p r o p r i a -  
t i o n  f o r  1965-67 was o n l y  $303 g r e a t e r  t h a n  t h e  amount expended i n  
t h e  1963-65 biennium. We b e l i e v e  it is  s i g n i f i c a n t  t h a t  w i t h o u t  
any i n c r e a s e  i n  s t a f f i n g ,  en fo rcement  h a s  i n c r e a s e d  d u r i n g  t h e  
p a s t  two y e a r s  o v e r  t h e  p r e v i o u s  biennium. 



"Jus t  a  word on t h e  system of p r i o r i t i e s  and t h e  d i r e c t i o n  
of enforcement. We have found t h a t  because it i s  impossible  t o  sue 
every v i o l a t o r  i n  any i n d u s t r y  a rea  and r a t h e r  t han  simply move 
a g a i n s t  i s o l a t e d  o f f ende r s ,  t h e  Div is ion  i n s t e a d  a t tempts  t o  e f f e c t  
an industry-wide clean-up by moving formal ly  a g a i n s t  t h e  l a r g e s t  
and t h e  worst  o f f ende r s  i n  t h e  indus t ry .  These law s u i t s  serve 
n o t i c e  t o  t h e  lesser o f f e n d e r s ,  and wi th  t h e  a s s i s t a n c e  of t r a d e  
groups we a r e  a b l e  t o  provide t h e  i n d u s t r y  w i t h  a code of conduct 
o r  s tandards  and a s s i s t  t h e  l e g i t i m a t e  members i n  e f f e c t i v e l y  
e l imina t ing  decep t ive  p r a c t i c e s  and u n f a i r  methods of compet i t ion 
i n  t h a t  p a r t i c u l a r  i ndus t ry .  

#'The foregoing  remarks r e p r e s e n t  merely a  s k e l e t a l  o u t l i n e  
of t h e  Div i s ion ' s  exper ience  i n  t h e  l a s t  f o u r  years .  Consumer pro- 
t e c t i o n  a s  a  concept i n  government's r e s p o n s i b i l i t y  t o  t h e  governed, 
g e n e r a l l y  coord ina ted  with  a  law enforcement program i s  only  awak- 
ening i n  ou r  s o c i e t y .  Various s t a t e  governments and t h e  f e d e r a l  
government a r e  l i s t e n i n g  t o  t h e  vo ice  of t h e  consumer a s  t h e  l a t t e r  
i s  becoming more organized and a r t i c u l a t e .  P r e s i d e n t  Kennedy, who 
saw f i t  t o  become t h e  f i r s t  consumer l o b b y i s t ,  l e n t  t h e  power and 
p r e s t i g e  of h i s  high o f f i c e  t o  t h e  p re s s ing  problems which a f f e c t  
t h e  l e a s t  of us. A s  a r e s u l t  t h e  consumerts vo ice ,  f i r s t  heard i n  
t h e  h a l l s  of t h e  execut ive  mansion, now i s  being heard i n  l e g i s l a -  
t i v e  assembl ies  throughout  t h e  n a t i o n .  The c i r c l e  of governmental
involvement w i l l  be complete a s  t h e s e  vo ices  a r e  echoed i n  t h e  
j u d i c i a l  forums of o u r  land .  The r e a c t i o n  by i n d u s t r y  t o  t h e  
r ecogn i t ion  and p r o t e c t i o n  by government of t h e  consumerts h i s t o r i c  
r i g h t s  w i l l  have fa r - reaching  consequences. J u s t  a s  t h e  i n d u s t r i a l  
r e v o l u t i o n  i r r e v o c a b l y  a l t e r e d  t h e  economic, p o l i t i c a l ,  l e g a l  and 
s o c i a l  p a t t e r n s  of i t s  day, so ,  t o o ,  w i l l  t h e  r e v o l t  of t h e  consu- 
mer a g a i n s t  t h e  encroaching epidemics of t h e  marketplace i r r evo-  
cab ly  a l t e r  t h e s e  same p a t t e r n s  i n  ou r  t ime. 

"Few a r e a s  of governmental a c t i v i t y  provide t h e  deep s a t i s -  
f a c t i o n  t o  those  involved wi th  enforcement r e s p o n s i b i l i t i e s  a s  
does t h e  cha l lenging  a r e a  of consumer p ro t ec t ion .  When we t a l k  of 
consumer p r o t e c t i o n  we a r e  concerned a t  t h e  very  l e a s t  about t h e  
r i g h t  of t h e  people t o  have economic and governmental i n s t i t u t i o n s  
and processes  work f o r  t h e i r  b e n e f i t .  We t a l k  of t hose  fundamental 
not ions  of f a i r n e s s  and e q u a l i t y ,  t h e  r e a l i z a t i o n  of which i s  v i t a l  
t o  t h e  growth, and u l t i m a t e l y  t o  t h e  s u r v i v a l  of t h e  f r e e  e n t e r -  
p r i s e  s o c i e t y .  A s  a  s o c i e t y  we w i l l  be judged no t  n e c e s s a r i l y  by 
our  a f f l u e n c e  o r  o u r  power bu t  by how we have d e a l t  wi th  each 
o the r . "  

Other  S t a t e s .  I n  a d d i t i o n  t o  those  t e n  s t a t e s  having con- . 

sumer-protection agenc ies  w i th in  t h e  Attorney Genera l ' s  o f f i c e  t h a t  
have been reviewed h e r e i n ,  va r ious  sources  i n d i c a t e  t h a t  s e v e r a l  
o t h e r  s t a t e s  have such agenc ies .  These s t a t e s  -- Alaska,  Ca l i -  
f o r n i a ,  I l l i n o i s ,  Minnesota, Oregon, and Wisconsin -- were a l s o  . 
requested t o  provide informat ion on t h e i r  programs, bu t  no re-  
sponses were rece ived  therefrom.  



Summary of  Committee Meet inqs  

A consumer p r o t e c t i o n  agency program f o r  Colorado was t h e  
s u b j e c t  of c o n s i d e r a t i o n ,  a l o n g  w i t h  o t h e r  m a t t e r s ,  a t  f i v e  o f  t h e  
mee t ings  h e l d  by t h e  Committee on Consumer Problems d u r i n g  1965 and 
1966. A s  a r e s u l t  of  t h e s e  mee t ings ,  t h e  members were a b l e  t o  
deve lop  more s p e c i f i c  i n f o r m a t i o n  on consumer p r o t e c t i o n  programs 
i n  C a l i f o r n i a  and New lvlexico a s  w e l l  a s  e x p r e s s i o n s  of  s e n t i m e n t  
on t h e  p a r t  of  C o l o r a d o ' s  A t t o r n e y  Genera l  and v a r i o u s  i n t e r e s t e d  
a s s o c i a t i o n s  and i n d i v i d u a l s  w i t h  r e s p e c t  t o  t h e  n e c e s s i t y  of a 
consumer p r o t e c t i o n  program f o r  Colorado.  

C a l i f o r n i a  Consumer Counsel  Proqram. A t  two o f  t h e  commit- 
t e e P s  mee t ings ,  Mrs. Helen Nelson,  C a l i f o r n i a  Consumer Counsel ,  
and M r .  D a n i e l  Weston, c h i e f  o f  C a l i f o r n i a P s  Bureau of E l e c t r o n i c  
R e p a i r ,  r e p o r t e d  on consumer p r o t e c t i o n  a c t i v i t i e s  i n  t h e i r  s t a t e .  

I n  r ev iewing  t h e  h i s t o r y  o f  h e r  o f f i c e  s i n c e  i t s  e s t a b l i s h -
ment i n  1959, Mrs. Nelson r e p o r t e d  t h a t ,  i n  t h e  f i r s t  y e a r  o r  two, 
more t i m e  was s p e n t  on l a w  enforcement  f o r  consumers t h a n  on any 
o t h e r  a s p e c t .  The o f f i c e  h e l d  r e g i o n a l  c o n f e r e n c e s  on t h e  m a t t e r  
of c r e d i t ,  meet ing  w i t h  consumers,  b a n k e r s ,  r e t a i l e r s ,  and o t h e r s .  
Under i t s  a u s p i c i e s ,  t h e  o f f i c e  j o i n e d  w i t h  s t a t e  c o l l e g e s  t o  
a s s i s t  i n  t r a i n i n g  l o c a l  law enforcement  p e r s o n n e l  t o  be  b e t t e r  
a b l e  t o  i d e n t i f y  f a l s e  a d v e r t i s i n g  and t o  p r o s e c u t e  t h e  r e s p o n s i b l e  
p a r t i e s .  The O f f i c e  of  Consumer Counsel  i s  now much less invo lved  
w i t h  l aw enforcement  t h a n  it was i n i t i a l l y ,  and l o c a l  law e n f o r c e -  
ment p e r s o n n e l  a r e  now c a r r y i n g  t h i s  program forward  on t h e i r  own. 

Mrs. Nelson i n d i c a t e d  t h a t  a g r e a t  d e a l  of  t h e  e f f o r t s  of 
h e r  o f f i c e  t o d a y  a r e  devo ted  t o  p a r t i c i p a t i n g  i n  governmental  
mee t ings  where d e c i s i o n s  may be  made a f f e c t i n g  consumers.  She 
s t a t e d  t h a t  t h e s e  e f f o r t s  a r e  n o t  l i m i t e d  t o  l e g i s l a t i v e  b o d i e s ,  
where proposed laws a r e  under  c o n s i d e r a t i o n ,  b u t  i n c l u d e  r e g u l a t o r y  
and rule-making a g e n c i e s  i n  t h e  e x e c u t i v e  b ranch  of s t a t e  govern- 
ment. Another  f u n c t i o n  of  t h e  o f f i c e  i s  p r e p a r i n g  and i s s u i n g  
pamphlets  t o  a i d  consumers,  such  a s  two r e c e n t l y - p u b l i s h e d  pamph-
l e t s  e n t i t l e d  t l W i l l  You Be Fooled by A and "How To Use TheF r a ~ d ? ~  
Smal l  Cla ims Court.I1 The o f f i c e  a l s o  p r e p a r e s  monthly news re-
l e a s e s  f o r  u s e  by t h e  v a r i o u s  communications media. 

I n  r e s p o n s e  t o  committee q u e s t i o n i n g ,  Mrs. Nelson s t a t e d  
t h a t ,  i n  C a l i f o r n i a ,  t h e  O f f i c e  o f  Consumer Counsel  works c l o s e l y  
w i t h  B e t t e r  B u s i n e s s  Bureau o f f i c e s  t h r o u g h o u t  t h e  s t a t e .  The 
Counsel  and BBB o f f i c e s  a r e  complementary t o  one a n o t h e r ,  and t h e  
Counsel  does  n o t  a t t e m p t  t o  r e c o n c i l i a t e  o r  a d j u s t  consumer- 
b u s i n e s s  d i s p u t e s  s i n c e  t h i s  i s  a BBB f u n c t i o n .  She t h o u g h t  t h a t  
t h e  c r e a t i o n  of h e r  o f f i c e  had h e l p e d ,  n o t  h u r t ,  t h e  BBB o f f i c e s  
i n  C a l i f o r n i a .  

With r e s p e c t  t o  r e p r e s e n t i n g  t h e  consumer b e f o r e  p u b l i c  
b o d i e s ,  Mrs. Nelson s a i d  t h a t  h e r  o f f i c e  t r i e s  t o  f o l l o w  a  p o l i c y
of  d e a l i n g  w i t h  i s s u e s  of  s t a t e w i d e  concern ,  o r  a t  l e a s t  of be ing  



concerned o n l y  w i t h  m a t t e r s  t h a t  a f f e c t  t h e  m a j o r i t y  of t h e  s t a t e ' s  
consumers. It t r i e s  n o t  t o  become concerned w i t h  l o c a l  consumer 
problems and she  c i t e d  t h i s  a s  a n o t h e r  reason  why l o c a l  b e t t e r  
b u s i n e s s  bureaus  a r e  nece s sa ry .  Moreover, where t h e r e  i s  a m a t t e r  
i n v o l v i n g  a  d i f f e r e n c e  of op in ion  among consumers themse lves ,  t h e  
o f f i c e  would p o i n t  o u t  t h e  v a r i o u s  p o s i t i o n s  w i thou t  t a k i n g  a 
p o s i t i o n  i t s e l f .  

A f t e r  be ing  r eques t ed  f o r  h e r  op in ion  a s  t o  t h e  approach she  
would sugges t  f o r  a  s t a t e  t h a t  ha s  n e i t h e r  a  consumer counse l  no r  
a  consumer p r o t e c t i o n  s e c t i o n  w i t h i n  t h e  A t to rney  G e n e r a l ' s  O f f i c e ,  
Mrs. Nelson r e p l i e d  t h a t  t h e  f i r s t  s t e p  shou ld  be  one of enforce -
ment of e x i s t i n g  laws.  For t h i s  purpose t h e  A t to rney  Genera l  ha s  
t h e  power and a u t h o r i t y  t h a t  i s  needed. T h i s  i s  n o t ,  however, an 
a l t e r n a t i v e  t o  consumer r e p r e s e n t a t i o n  a t  t h e  confe rence  t a b l e .  
I n  o t h e r  words, a s t a t e  needs b o t h  t y p e s  of  programs. A s t a t e  needs 
law enforcement,  of c o u r s e ,  b u t  t h e  A t to rney  Genera l ,  because  of 
t h e  n a t u r e  of  h i s  o f f i c e ,  i s  r e s t r i c t e d  t o  e n f o r c i n g  t h e  laws and 
canno t  i n c r e a s e  t h e  a b i l i t y  of consumers t o  f u n c t i o n  on t h e i r  own; 
he canno t  a p p e a r  b e f o r e  r e g u l a t o r y  bod i e s  t o  p r e s e n t  t h e  consumer 's  
p o i n t  of view. 

A s  examples of  s av ings  t o  consumers r e s u l t i n g  from t h e  work 
of t h e  Counsel ,  Mrs. Nelson c i t e d  e s t i m a t e d  s a v i n g s  of $11 m i l l i o n  
i n  t h e  f i r s t  y e a r  f o l l o w i n g  enactment  of l e g i s l a t i o n  d e a l i n g  w i th  
f r a u d u l e n t  t e l e v i s i o n  r e p a i r s .  Another  example invo lved  changing 
t h e  s t a t e r s  law on t h e  method o f  computing s a l e s  t a x  payments by 
r e t a i l e r s  s i n c e  some $8 m i l l i o n  was e s t i m a t e d  t o  be  t h e  overcharge  
t o  consumers. S i m i l a r l y ,  a s  a  r e s u l t  of appea r ing  b e f o r e  t h e  
i n s u r a n c e  commissioner on a. p roposa l  t o  r a i s e  t h e  premiums on c r e d i t  
l i f e  i n s u r a n c e  from 5 0  c e n t s  t o  80  c e n t s  p e r  $100, t h e  i n c r e a s e  was 
h e l d  t o  a premium f i g u r e  of  65 c e n t s  p e r  $100, t he r eby  ach i ev ing  an  
e s t ima t ed  s a v i n g s  of $400,000 t o  i n s t a l l m e n t  buyers .  

I n  h i s  meeting w i t h  t h e  committee, M r .  Weston r e p o r t e d  much 
of t h e  same i n fo rma t ion  a s  t h a t  d i s c u s s e d  by Mrs. Nelson. He 
i n d i c a t e d  t h a t  t h e  most s i g n i f i c a n t  advan tage  o f  having a  consumer 
counse l  o f f i c e  i s  t h a t  consumers have a  f o c a l  p o i n t  f o r  c o l l e c t i n g  
and d i s s e m i n a t i n g  i n fo rma t ion ,  and C a l i f o r n i a  ha s  ob t a ined  some 
ve ry  impor tan t  r e s u l t s  from t h i s  p roce s s .  The counse l  can  d e t e r -  
mine what a r e  t h e  problems of consumers, t h e  deg ree  of  t h e s e  
problems, whether  one i s  a s t a t e  o r  a  l o c a l  problem, what t h e  f e e l -  
i n g  of t h e  e l e c t o r a t e  i s  on a  s p e c i f i c  problem, and d a t a  is  pro-
v ided  f o r  c r e a t i v e  r e s e a r c h  i n t o  t h e  problems o f  consumers. Some-
t imes  t h e  conc lu s ion  would be reached  t h a t  a  new law e i t h e r  was o r  
was n o t  needed, o r  even t h a t  t h e  nece s sa ry  law was a l r e a d y  i n  ef-

. 

f e c t  t h a t  cou ld  be  used t o  c o r r e c t  a  problem s i t u a t i o n  b u t  was 
b u r i e d  i n  t h e  s t a t u t e s .  

M r .  Weston concluded h i s  remarks t o  t h e  committee by say ing  
t h a t  he t hough t  any c o n s i d e r a t i o n  of r e a sons  f o r  p rov id ing  a 
consumer counse l  o f f i c e  cou ld  n o t  be s e p a r a t e d  from t h e  ph i losoph i -  
c a l  r e a sons  unde r ly ing  such an  o f f i c e .  I n  o u r  f r e e  e n t e r p r i s e  



system, no man i s  f r e e  t o  engage i n  un inh ib i t ed  behavior ;  i n s t ead ,
s o c i e t y  r e q u i r e s  a  man t o  behave and a c t  respons ib ly .  Thus, he 
r epo r t ed ,  t h e  consumer counse l  program i s  supported by t h e  C a l i f -  
o r n i a  l e g i s l a t u r e  because it s t r e n g t h e n s  t h e  f r e e  e n t e r p r i s e  
system. 

New Mexico Consumer P r o t e c t i o n  Proqram. M r .  Boston W i t t ,  
New Mexico At torney  General ,  met wi th  t h e  committee t o  review h i s  
exper ience  wi th  t h e  newly-formed Consumer Fraud Sec t ion  wi th in  h i s  
o f f i c e .  M r .  W i t t  s a i d  t h a t  s e v e r a l  reasons  had caused him t o  sug- 
g e s t  t h a t  t h e  consumer p r o t e c t i o n  f u n c t i o n  i n  New Mexico should be 
placed i n  t h e  At torney  Gene ra l ' s  O f f i c e ,  a s  fo l lows:  

" F i r s t :  The Na t iona l  Assoc i a t i on  of At torneys  General ,  
which has  s t u d i e d  and been a c t i v e  i n  consumer a f f a i r s  f o r  many 
y e a r s ,  s t r o n g l y  recommends t h i s  method -- a s  a  m a t t e r  of f a c t  it 
passed a r e s o l u t i o n  a t  i t s  annual  meeting i n  San Antonio, Texas, 
l a s t  June (1965) recommending t h i s  approach. 

"Second: It was my f e e l i n g  t h a t ,  a t  l e a s t  i n  New Mexico, 
t h e  cost-ministering t h e  program would be l e s s  i f  placed under 
t h e  At torney Gene ra l ' s  O f f i c e  r a t h e r - t h a n  c r e a t i n g  a  new agency. 
T h i s  has  proved t r u e  s o  f a r  i n  New Mexico. Only one new employee 
has  been h i r e d  t o  a d m i n i s t e r  t h e  program wi th  t h e  remainder of t h e  
s t a f f  l end ing  a s s i s t a n c e  when needed. 

"Third: I n  t h e  l a s t  a n a l y s i s  an e f f e c t i v e  consumer protec-  
t i o n  program r e q u i r e s  a t  l e a s t  some c o u r t  a c t i o n .  This  has  been 
t h e  p a t t e r n  throughout  t h e  na t ion .  It seemed t o  me t o  be a  d u p l i -
c a t i o n  of e f f o r t  t o  e s t a b l i , s h  a  new agency which would u l t i m a t e l y  
have t o  r e l y  upon t h e  At torney  Genera l ' s  O f f i c e  f o r  l e g a l  a c t i v i t y .  

"Fourth: Most of t h e  day-to-day problems of admin i s t e r ing  
a  consumer p r o t e c t i o n  program involve  a c a r e f u l  a n a l y s i s  of f a c t s  
a s  t hey  r e l a t e  t o  extremely t e c h n i c a l  l e g a l  terminology -- a s  any 
consumer p r o t e c t i o n  s t a t u t e  must c o n t a i n .  I f e l t  and cont inue  t o  
f e e l  t h a t  a lawyer i s  more q u a l i f i e d  f o r  t h i s  f u n c t i o n  than  i s  a 
layman. 

" F i f t h :  While a sound consumer p r o t e c t i o n  program must con-
t a i n  an  e f f e c t i v e  e d u c a t i o n a l  program w i t h i n  it, it was my opin ion  
and it con t inues  t o  by my opin ion  t h a t  t h e  At torney  Genera l ' s  Of-
f i c e  i s  j u s t  a s  competent t o  under take such an a c t i v i t y  a s  i s  any 
one. (The Booklet  'Know Your R igh t s  When You Buy On Time' i s  t h e  
f i r s t  i n  a  s e r i e s  of e d u c a t i o n a l  pam h l e t s  t o  be produced by t h e  
Consumer Fraud S e c t i o n  of my o f f i c e .  7 

"Sixth:  The c r i t i c i s m  has  been advanced t h a t  a consumer 
p r o t e c t i o n  program must have a layman's touch r a t h e r  t han  a 
lawyer ' s  touch.  T h i s  may have some v a l i d i t y ;  however, t o  overcome , 

t h i s  p o s s i b l e  d i sadvantage  I have appointed an At torney  Genera l ' s  
Advisory Committee on Consumer Problems composed of t h i r t y - s e v e n  
women throughout  t h e  s t a t e  who c o n s u l t  and adv i se  w i th  me f r e q u e n t l y  



on consumer problems, I b e l i e v e  t h a t  t h i s  committee has  overcome 
t h a t  o b j e c t i o n  whi le  r e t a i n i n g  t h e  e s s e n t i a l  l e g a l  a b i l i t y  of t h e  
At torney  Gene ra l ' s  Of f i ce .  

"Seventh: By having t h e  power and d i g n i t  of t h e  At torney 
(3eneralt-s?Rfie behind such a program many prob 1ems can  be solved 
and p r a c t i c e s  stopped by r e c o n c i l i a t i o n  and mediat ion -- t h e  'come, 
l e t  u s  reason  t o g e t h e r '  approach,  i f  you w i l l ,  I do no t  f e e l  t h a t  
such a  t o o l  would be a s  e f f e c t i v e  under some o t h e r  department.  

" E i  h th:  Complaints r ece ived  from consumers can be i n v e s t i - .  
ga t ed  by -f-t e s t a f f  of t r a i n e d  p r o f e s s i o n a l  i n v e s t i g a t o r s  i n  my 
i n v e s t i g a t i o n  s e c t i o n  of t h e  Department of Justice,  

"Ninth: The Fede ra l  Trade Commission has  j u s t  e s t a b l i s h e d  
a program of coopera t ion  wi th  t h e  s t a t e s  on consumer problems, 
T h i s  i s  a very f i n e  program. It w i l l  a l l ow  immediate d i ssemina t ion  
of f r a u d  p r a c t i c e s  throughout  t h e  count ry  and w i l l  make a v a i l a b l e  
t o  t h e  s t a t e s  t h e  v a s t  r e s o u r c e s  of t h a t  commission. T h i s  proce- 
dure  was suggested by t h e  Na t iona l  Assoc i a t i on  of At torneys  General  
and t h a t  a s s o c i a t i o n  has  e s t a b l i s h e d  a c l o s e  working r e l a t i o n s h i p  
wi th  t h e  commission t h a t  o t h e r  agenc ie s  do no t  have. ... 

" F i n a l l y ,  l e t  u s  say a  few words about  t h e  performance of 
t h e  Consumer Fraud Sec t ion  g e n e r a l l y .  It i s  my b e l i e f  t h a t  t h e  
reason we have no t  had more a c t i v i t y  nationwide on consumer problems 
i s  because t h e  program has  no t  been s o l d  t o  t h e  bus ines s  community. 
When I f i r s t  undertook such a  program and s t a r t e d  d r a f t i n g  proposed 
l e g i s l a t i o n  l a s t  y e a r ,  I contac ted  a l l  i n t e r e s t e d  p a r t i e s  i n  t h e  
a f f e c t e d  i n d u s t r i e s  and showed them t h e  proposed d r a f t s  and he ld  
ex t ens ive  d i s c u s s i o n s  wi th  them on t h e  impact of such l e g i s l a t i o n .  
A s  a r e s u l t  of t h i s  approach,  t h e  B e t t e r  Business Bureau, t h e  New 
Mexico R e t a i l  Assoc i a t i on ,  t h e  Small Loans Assoc i a t i on ,  and many 
r e l a t e d  bus ines s  a s s o c i a t i o n s  unanimously endorsed t h e  program and 
were of g r e a t  a s s i s t a n c e  i n  o b t a i n i n g  passage of t h e  l e g i s l a t i o n .  
When t h e  bus ines s  community i s  p rope r ly  informed of t h e  goa l  of 
such l e g i s l a t i o n ,  t hey  a lmost  always h e a r t i l y  endorse  t h e  program, 
It only makes sense  -- t h e  l e g i t i m a t e  and e t h i c a l  d e a l e r  can only  
b e n e f i t  by having t h e  unscrupulous and u n e t h i c a l  d e a l e r  pu t  o u t  of 
b ~ s i n e s s .  

Colorado At torney  General .  M r .  Duke W. Dunbar, Colorado 
Attorney General ,  provided t h e  committee wi th  in format ion  developed 
by t h e  ~ a t i o n a l  ~ s s o c i a t i o n  of At torneys  General  on s t a t e  consumer 
p r o t e c t i o n  programs, i nc lud ing  a copy of t h e  r e s o l u t i o n  adopted by 
t h e  a s s o c i a t i o n  a t  i t s  1965 annual  meeting urg ing  " t h e  e s t a b l i s h -  . 

ment of consumer f r aud  bureaus  w i t h i n  t h e  o f f i c e  of At torney Gen- 
e r a l  of t h e  s e v e r a l  s t a t e s  and t h e  adopt ion of l e g i s l a t i o n  t o  
provide law enforcement wi th  a d d i t i o n a l  remedies,  inc lud ing  injunc-  
t i o n ,  i n  consumer f r aud  cases . "  

M r .  Dunbar pointed o u t  t h a t  any Attorney General ,  u s ing  h i s  
common-law powers, could e s t a b l i s h  a  consumer f r aud  s e c t i o n  w i t h i n  
h i s  o f f i c e .  However, he be l i eved  t h a t  it would be much b e t t e . r  f o r  



a s t a t e ' s  l e g i s l a t u r e  t o  c r e a t e  s u c h  a  s e c t i o n  t h r o u g h  s t a t u t o r y  
a c t i o n .  

O t h e r  Comments. M r .  Rudolph Gonzales ,  a s  chairman of t h e  
Denver War on  P o v e r t y  Board, r e p o r t e d  t h a t  he b e l i e v e d  consumer 
problems and t h e  war on p o v e r t y  program a r e  d i r e c t l y  r e l a t e d .  The 
p o o r l y  e d u c a t e d  o f t e n  a r e  v i c t i m s  of v a r i o u s  r a c k e t s ,  and he f e l t  
consumers shou ld  have a c c e s s  t o  knowledge and t o  have t h e i r  v iews 
e x p r e s s e d .  It was h i s  e x p e r i e n c e  t h a t  i n  most committee mee t ings  
b u s i n e s s  and i n d u s t r y  a r e  u s u a l l y  r e p r e s e n t e d  b u t  n o t  consumers a s  
such.  Also ,  t h e  l a c k  of knowledge on t h e  p a r t  of consumers can  
r e s u l t  i n  t h e i r  becoming s u s p i c i o u s  o r  d i s t r u s t f u l  o f  a l l  bus ines -  
ses when t h e y  f e e l  t h a t  t h e y  a r e  b e i n g  t a k e n  advan tage  of i n  one 
a r e a ,  such  a s  au tomobi le  r e p a i r s ,  f o r  example, and t h i s  c a u s e s  a  
c h a i n  r e a c t i o n  which i s  d e t r i m e n t a l  t o  o u r  whole s o c i e t y .  M r .  
Gonzales  concluded h i s  remarks t o  t h e  committee by s a y i n g  t h a t  
p r o v i d i n g  a s s i s t a n c e  t o  consumers r e p r e s e n t s  one of  t h e  most i m -
p o r t a n t  a r e a s  i n  t h e  war on p o v e r t y ,  and t h e  r e s p o n s i b i l i t y  l i e s  
w i t h  t h e  s t a t e  t o  p r o v i d e  t h i s  governmenta l  s e r v i c e .  

M r .  W. Dan B e l l ,  g e n e r a l  manager of  t h e  Rocky Mountain Bet-
t e r  B u s i n e s s  Bureau, s u g g e s t e d  t h a t  t h e r e - i s  no need f o r  a n o t h e r  
agency of government t o  be e s t a b l i s h e d  t o  d e a l  w i t h  consumer prob- 
lems. Among M r .  B e l l ' s  remarks  t o  t h e  committee were t h e  f o l l o w -  
i n g : 

" A s  t h e  committee a l s o  knows from i t s  v i s i t  t o  t h e  B e t t e r  
B u s i n e s s  Bureau o f f i c e s ,  t h e  s e r v i c e s  b e i n g  p rov ided  d i r e c t l y  f o r  
t h e  p r o t e c t i o n  of consumers i n  t h i s  s t a t e  a r e  s u b s t a n t i a l ,  c o s t l y ,  
and b e n e f i c i a l .  The committee viewed o f f i c e  equipment  approx i -  
mat ing  $60,000 i n  v a l u e  and hous ing  of an  e q u a l  v a l u e .  Some 24,000 
f i l e s  of  consumer e x p e r i e n c e s  r e p r e s e n t  a n  e x p e n d i t u r e  by b u s i n e s s  
of n e a r l y  $1m i l l i o n  d u r i n g  t h e  p a s t  13 y e a r s  t o  accumula te .  
During t h i s  p e r i o d ,  t h i s  v o l u n t a r y  agency of b u s i n e s s  h a s  s e r v e d  
hundreds  of  t h o u s a n d s  of  consumer problems f r e e  of  c h a r g e ;  h a s  
d i s t r i b u t e d  hundreds  of  t h o u s a n d s  o f  pamphle ts  c o n c e r n i n g  more t h a n  
6 0  consumer problems;  h a s  c l e a n e d  o u t  of t h e  a r e a  t h e  m a j o r i t y  of 
h e a l t h  and medica l  quacks  t h a t  e x i s t e d  p r i o r  t o  t h e  B B B 1 s  opera-
t i o n ;  h a s  v i g o r o u s l y  f o u g h t  TV r a c k e t e e r s  and saved m i l l i o n s  of 
d o l l a r s  f o r  consumers when t e l e v i s i o n  came t o  Denver i n  1954. 
Through t h e  y e a r s  it h a s  e f f e c t i v e l y  curbed  and r o u t e d  i n v a s i o n s  
of  s p u r i o u s  s t o c k  promoters ;  u n l i c e n s e d  i n s u r a n c e  promot ions ;  
w a s t e l a n d  r e a l  e s t a t e  schemes; a b u s e s  o f  f u n e r a l  p l a n  o f f e r i n g s  --
i n  f a c t ,  t h e r e  i s  h a r d l y  a  t r a d e  o r  p r o f e s s i o n  whose problems of 
e t h i c s  and consumer r e s p o n s i b i l i t y  have n o t  f e l t  t h e  d i r e c t  i n -  
f l u e n c e  of BBB a c t i v i t y .  It h a s  worked and i s  working w i t h  t h e  
A d v e r t i s i n g  C l u b ' s  E t h i c s  Committee t o  c o r r e c t  a d v e r t i s i n g  t r a n s -  
g r e s s i o n s  and p r o t e c t  consumer c o n f i d e n c e  i n  a d v e r t i s i n g .  

"Having s e r v e d  t h e  p u b l i c  and e a r n e d  i t s  c o n f i d e n c e ;  having 
ev idenced  i t s  r e c o r d  af a s s i s t a n c e  t o  n e c e s s a r y  governmenta l  pro- 
c e s s e s ;  hav ing  proven t h e  s u b s t a n t i a l  c o s t s  of  o p e r a t i n g  t h i s  t y p e  
o f  agency;  hav ing  p r o v i d e d  a s s i s t a n c e  t o  t h i s  commit tee  toward i t s  
e f f o r t s  t o  a c h i e v e  i t s  p r e s c r i b e d  o b j e c t i v e ,  y o u r  f r i e n d ,  your  



B e t t e r  Business Bureau, r e s p e c t f u l l y  urges  you t o  avoid t he  prob-
lems t h a t  w i l l  be unnecessa r i ly  c r e a t e d  by t h e  formation of a 
s t a t e -ope ra t ed ,  tax-supported consumer f r aud  agency. Our reasons 
f o r  t h i s  p o s i t i o n  a r e  no t  p r i m a r i l y  t h e  e f f e c t  such an agency 
would have on t h e  o p e r a t i o n s  of a b e t t e r  bus iness  bureau, bu t  f o r  
more compelling reasons which would p rogres s ive ly  a f f e c t  t h e  
processes  of o r d e r l y  government, t h e  economy, t h e  ever - increas ing  
t a x  burden, and t h e  public.... 

"We say t h a t  t h e  mul t i tude  of governmental agencies  e x i s t i n g  
a t  a l l  l e v e l s  i s  adequate t o  safeguard and p r o t e c t  t h e  consumer 
i n t e r e s t .  We say t h a t  t h e  processes  of r e v i s i o n  and b o l s t e r i n g  of 
laws t o  d e t e r  and punish f r a u d  under which t h e s e  agencies  ope ra t e  
a r e  much more e f f e c t i v e  i n  p r o t e c t i n g  t h e  consumer i n t e r e s t  than  
t h e  cons tan t  c r e a t i o n  of l a y e r  upon l a y e r  of new agencies  which 
add t o  t h e  t a x  burden, t h e  f u r t h e r  complication of conducting l e -  
g i t i m a t e  bus iness ,  and t h e  confusion of t h e  consumer.... 

"We b e l i e v e  t h a t  t h e  f u n c t i o n  of government is  t o  a i d  
l e g i t i m a t e  bus iness  t o  maintain  a  hea l thy  market p lace  wherein 
consumers can e x e r c i s e  f reedon of choice -- yes ,  t o  even make an 
occas iona l  mistake.  We b e l i e v e  t h a t -  government should func t ion  t o  
punish t h e  i n t e n t i o n a l  wrong-doer -- t h e  f r aud ,  t h e  chea t ,  t h e  
swindler .  We b e l i e v e  t h a t  t h e  p lac ing  of government between busi-  
ness  and i t s  customers a s  a  gu id ing ,  d i r e c t i n g ,  i n t e r f e r i n g  i n f l u -  
ence such a s  t h e  p a t t e r n  of s t a t e -ope ra t ed  consumer f raud  agencies  
has developed i n  o t h e r  s t a t e s ,  w i l l  adverse ly  a f f e c t  our  a l r eady  
d e l i c a t e  economy, discourage t h e  growth of small  bus iness  e n t e r -  
p r i s e  i n  Colorado, and w i l l  prove t o  be an unwarranted expendi ture  
of t h e  precious t a x  funds of t h i s  s t a t e .  

NWe urge t h i s  committee t o  pursue i t s  worthy course  of f a c t -
f ind ing  and i n v e s t i g a t i o n  t o  p inpoin t  those a r e a s  of consumer 
problems t h a t  a r e  c r e a t e d  by chea t ing  and chicanery,  and t o  recoin- 
mend sound l e g i s l a t i o n  t o  punish and d e t e r  f raud .  Le t  l e g i t i m a t e  
bus iness ,  through i t s  voluntary  o rgan iza t ions  and i t s  B e t t e r  
Business Bureau, cont inue i n  p a r t n e r s h i p  wi th  you t o  c r e a t e  sound 
means f o r  t h e  p r o t e c t i o n  of t h e  publ ic  -- f o r  on ly  by serv ing  t h e  
publ ic  i n t e r e s t  can bus iness  earn  and deserve publ ic  confidence.  
Remember -- t o  l e g i t i m a t e  bus iness  -- pub l i c  confidence counts  
most." 

M r .  William Falkenberq, chairman of t h e  board of d i r e c t o r s ,  
Rocky Mountain B e t t e r  Business Bureau, added t h e  endorsement and 
support  of t h e  board and B e t t e r  Business Bureau members f o r  t h e  
views expressed by M r .  Be l l .  M r .  Falkenberg a l s o  s t r e s s e d  t h a t  it 
has been t h e  wish, op in ion ,  and dec i s ion  of t h e  board of d i r e c t o r s  
t h a t  t h e  bureau ope ra t e s  a s  a  consumer-oriented concern funded by 
bus iness .  He c i t e d  a s  an example of t h i s  p o s i t i o n  t h e  adopt ion 
of codes of e t h i c s  f o r  va r ious  bus inesses ;  t h e s e  codes were i n i t i - . 
a t e d  by t h e  BBB and, he pointed o u t ,  t h i s  has  solved t h e  TV r e p a i r
problem i n  Denver without  t h e  need, and c o s t ,  of a governmental 
program. 



M r .  Gordon R. Yates, p r e s i d e n t  of t h e  Adve r t i s ing  Club of 
Denver, a s  p a r t  of h i s  comments w i th  respect t o  f a l s e  and mislead- 
i ng  a d v e r t i s i n g ,  s a i d :  

I1The Denver B e t t e r  Business  Bureau i s  doing what we e a r n e s t l y  
b e l i e v e  t o  be an ou t s t and ing  job of e f f i c i e n t  gua rd i ansh ip  -- bloy-
ing  t h e  w h i s t l e  on obvious o f f e n d e r s ,  and o therwise  c u r t a i l i n g  
v i o l a t i o n s  of t r u t h f u l n e s s  and t a s t e .  

V"e E t h i c s  Committee of t h e  Adve r t i s ing  Club of Denver, f o r  
t h e  p a s t  t h r e e  y e a r s  e s p e c i a l l y ,  has  concent ra ted  on working 
c l o s e l y  w i th  t h e  B e t t e r  Business  Bureau. One y e a r  ago, t h e  Club 
and BBB j o i n t l y  adopted t h e  'Adver t i s ing  Code of American Business , '  
and d e t a i l e d  p l ans  f o r  i t s  l o c a l  implementation.  Brieflrcovers  a  n ine-poin t  program, involv ing  Truth ,  Responsibi  i t y ,it Tas t e  
and Decency, Disparagement, B a i t  Adve r t i s ing ,  Guarantees  and War- 
r a n t i e s ,  P r i c e  Claims, Unprovable Claims, and Tes t imonia l s .  I t s  
aim i s  t h e  encouragement of t h e  h i g h e s t  p o s s i b l e  s t anda rds  of 
t r u t h f u l n e s s ,  good t a s t e ,  and f u l l  d i s c l o s u r e  of p e r t i n e n t  f a c t s  
i n  a l l  forms of a d v e r t i s i n g .  It r e p r e s e n t s  t h e  combined e f f o r t s  
of two n a t i o n a l  groups i n  which t h e  Denver Adve r t i s ing  Club ho lds  
membership -- t h e  Adve r t i s ing  Assoc i a t i on  of t h e  West and t h e  
Adve r t i s ing  Fede ra t ion  of America. The code has  a l s o  been o f f i c i -  
a l l y  endorsed by t h e  Na t iona l  Assoc i a t i on  of B e t t e r  Business 
Bureaus. Denver i s  one of t h e  f i r s t  major c i t i e s  t o  adopt  a  formal 
program of t h i s  type .  This  i s  ano the r  l o g i c a l  and necessary  ex- 
t e n s i o n  of Ad Club and BBB a c t i v i t i e s  t o  d a t e .  

"Working wi th  t h e  B e t t e r  Business Bureau, t h e  Adve r t i s ing  
Club had a p a r t  i n  h a l t i n g  bai t -and-switch a d v e r t i s i n g  p r a c t i c e s  of 
a l o c a l  t i r e  o u t l e t ,  and we w i l l  con t inue  t o  o f f e r  t h e  adv i so ry  
s e r v i c e s  of o u r  E t h i c s  Committee f o r  use  a s  t h e  B e t t e r  Business 
Bureau may s e e  f i t .  

"The a d v e r t i s i n g  bus ines s  does no t  p re tend  t o  have a l l  t h e  
answers. We a r e  a c u t e l y  aware of  t h e  problems, because they  a f f e c t  
u s  both a s  businessmen pcJ a s  consumers. We s i n c e r e l y  b e l i e v e  
t h a t  s t eady  p rog res s  i s  being made t o  c o r r e c t  abuses ,  and t h a t  t h e  
Adve r t i s ing  Club of Denver and o t h e r  bus ines ses  and t r a d e  a s soc i a -  
t i o n s  can p lay  a h e l p f u l  r o l e ,  by s t r eng then ing  BBB a c t i v i t i e s .  

"For a l l  t h e  foregoing  reasons ,  we a r e  opposed t o  t h e  forma- 
t i o n  of a  Consumer Counci l  opera ted  by t h e  s t a t e  government and 
supported by a d d i t i o n a l  t a x  d o l l a r s  from t h e  c ~ n s u m e r . ~ ~  

F a l s e  and Mis lead ins  Adve r t i s inq  

Adve r t i s ing  r e p r e s e n t s  an e s s e n t i a l  i n g r e d i e n t  i n  t h e  market ' 
p lace  r e l a t i o n s  between buyer and s e l l e r ,  and because t h e  r o l e  of 
a d v e r t i s i n g  i s  a fundamental p a r t  of t h e  b u y e r - s e l l e r  p rocess ,  t h e  
n e c e s s i t y  of hones t  and t r u t h f u l  a d v e r t i s i n g  has  long been recog- 
n ized  i n  t h i s  count ry .  S ince  1911, when it was f i r s t  proposed, 



t h e  P r i n t e r s '  Ink Model S t a t u t e  f o r  T r u t h  i n  A d v e r t i s i n g ,  o r  c l o s e  
v a r i a t i o n s  o f  it, have been enac t ed  i n t o  law i n  some 45 s t a t e s ,  
i n c l u d i n g  Colorado where t h e  a c t  was .adopted i n  1915. 

A s  o r i g i n a l l y  proposed i n  1911, f a l s e  a d v e r t i s i n g  would be 
based on t h r e e  e lements :  ( 1 )  a n  i n t e n t  t o  s e l l  d i s p o s e  o f ,  o r  
i n c r e a s e  t h e  consumption of goods o r  s e r v i c e s ;  12) t h e  p l a c i n g  
b e f o r e  t h e  p u b l i c ,  w i t h  such  i n t e n t ,  of any t y p e  o f  a d v e r t i s i n g ;  
and ( 3 )  t h e  e x i s t e n c e ,  i n  such a d v e r t i s i n g ,  of  a s t a t emen t  t h a t  is  
un t rue ,  d e c e p t i v e ,  o r  mis lead ing .  The advoca t e s  of t h i s  p roposa l  
thought  of it more a s  a  d e t e r r e n t  t h a n  a s  an  ins t rument  of punishment 
and, based on Colorado ' s  expe r i ence  a t  l e a s t ,  t h i s  t h i n k i n g  has  
proved v a l i d .  The number o f  i n s t a n c e s  i n  which t h e  s t a t u t e  ha s  
been invoked i n  c o u r t  c a s e s  i s  q u i t e  sma l l ,  and a t  l e a s t  one d i s -  
t r i c t  a t t o r n e y  i n  Colorado w i l l  no l o n g e r  f i l e  a  c a s e  under  t h i s  
law because  o f  t h e  vague and ambiguous p r o v i s i o n s  t h a t  it c o n t a i n s .  

On t h e  o t h e r  hand, it a p p e a r s  t o  be a  common p r a c t i c e  f o r  
b e t t e r  b u s i n e s s  bureau o f f i c i a l s  t o  u s e  t h i s  law by c a l l i n g  i n  an  
o f f end ing  a d v e r t i s e r  and going th rough  t h e  s t a t u t o r y  p r o v i s i o n s  
p o i n t  by p o i n t  t o  i n d i c a t e  where h i s  a c t i o n s  a r e  i n  v i o l a t i o n  of 
t h i s  a c t .  While t h e  punishment f o r  v i o l a t i o n s  of  t h i s  law i s  
s l i g h t ,  exposure  by b r i n g i n g  a  c r i m i n a l  a c t i o n  i n  t h e  c o u r t s  re-
s u l t s  i n  p u b l i c i t y  t h a t  may be s e v e r e l y  damaging t o  an a d v e r t i s e r .  

I n  r e c e n t  y e a r s ,  two q u e s t i o n a b l e  a d v e r t i s i n g  p r a c t i c e s  --
phony p r i c e  comparisons and b a i t  a d v e r t i s i n g  -- have caused concern 
a s  t o  t h e  e f f e c t i v e n e s s  of  t h e  model s t a t u t e  prepared more t h a n  
h a l f  a  c en tu ry  ago. Fede ra l  Trade Commission l awyers  b e l i e v e  t h a t  
b o t h  p r a c t i c e s  cou ld  be t r i e d  under  t h e  model s t a t u t e  and t h e r e  
have, i n  f a c t ,  been a number o f  c a s e s  where b a i t  a d v e r t i s e r s  and 
a d v e r t i s e r s  u s ing  phony p r i c e  comparisons have been found g u i l t y  
under t h e  p r o v i s i o n s  of  t h e  model law. 

A t  t h e  same time, however, t h e  v a l i d i t y  of t h e s e  a p p l i c a t i o n s  
of  t h e  model law h a s  n o t  been f i r m l y  e s t a b l i s h e d  by a  d e c i s i o n  i n  
a c o u r t  of  appea l s .  To make c e r t a i n  t h a t  t h e r e  i s  no such loophole  
i n  t h e  law, a number o f  s t a t e s  have adopted amendments s p e c i f i c a l l y  
aimed a t  b a i t  a d v e r t i s e r s  and a t  a d v e r t i s e r s  who mi s r ep re sen t  t h e  
v a l u e  of t h e  product  a d v e r t i s e d .  Among t h o s e  sugges t i ng  t h e  updat- 
i n g  of t h e  1911 model s t a t u t e  i s  The Counci l  of S t a t e  Governments1 
Committee of  S t a t e  O f f i c i a l s  on Suggested S t a t e  L e g i s l a t i o n  when it 
recommended b a i t - a d v e r t i s i n g  l e g i s l a t i o n  i n  i t s  1955 r e p o r t .  

Summary of S t a t e  Laws on Mis leadinq A d v e r t i s i n q  

O f  t h e  laws of t h e  50 s t a t e s  and t h e  D i s t r i c t  of Columbia, 
45 g e n e r a l  f a l s e  a d v e r t i s i n g  s t a t u t e s  appea r  t o  be p a t t e r n e d  a f t e r  
t h e  o r i g i n a l  P r i n t e r ' s  Ink model p roposa l  and seven s t a t u t e s  a r e  
n o t  comparable, a s  may be no ted  by t h e  in format ion  r e p o r t e d  i n  
Table  I. ('These numbers do n o t  add t o  51, t h e  number of j u r i s d i c -
t i o n s  surveyed,  s i n c e  Arkansas and Delaware appea r  n o t  t o  have 
g e n e r a l  f a l s e  a d v e r t i s i n g  s t a t u t e s ,  wh i l e  I l l i n o i s  h a s  t h r e e  g e n e r a l  



l a w s ,  and Nor th  Dakota h a s  two. Both I l l i n o i s  and Nor th  Dakota have 
P r i n t e r s '  Ink  s t a t u t e s  i n  a d d i t i o n  t o  t h e i r  o t h e r  g e n e r a l  laws.)  

Of t h e  45 s t a t e s  having adop ted  and r e t a i n e d  a v e r s i o n  of 
t h e  o r i g i n a l  P r i n t e r s '  Ink  s t a t u t e ,  o n l y  1 2  s t a t e s  have s e e n  f i t  t o  
adop t  and r e t a i n  v e r s i o n s  of  t h i s  model s t a t u t e  t h a t  c o n t a i n  o n l y  
t h e  t h r e e  e lements  of t h e  o f f e n s e ,  i.e., (1) a n  i n t e n t  t o  s e l l ,  
d i s p o s e  o f ,  o r  i n c r e a s e  t h e  consumption o f ,  goods and s e r v i c e s ;  (2)
t h e  p l a c i n g  b e f o r e  t h e  p u b l i c ,  w i t h  such i n t e n t ,  of any t y p e  of 
a d v e r t i s i n g ;  and (3 )  t h e  e x i s t e n c e ,  i n  such a d v e r t i s i n g ,  of a  
s t a t e m e n t  o r  r e p r e s e n t a t i o n  of f a c t  which i s  u n t r u e ,  d e c e p t i v e ,  o r  
m i s l e a d i n g ,  p l u s  a  misdemeanor p e n a l t y  f o r  t h e  v i o l a t i o n  of t h i s  
o f f e n s e .  The b a l a n c e  of t h e  45 s t a t e s  have s t a t u t e s  which d i f f e r  
s u b s t a n t i a l l y  from t h e  o r i g i n a l  v e r s i o n  of t h e  model s t a t u t e .  

Knowledqe o r  D e c e i t  Required .  Four teen  s t a t e s  have s t a t u t e s  
t h a t  r e q u i r e  t h e  p r o s e c u t i o n  t o  prove ,  i n  a d d i t i o n  t o  t h e  t h r e e  
aforement ioned b a s i c  e l e m e n t s ,  t h a t  t h e  a d v e r t i s e r  had e i t h e r  a c t e d  
llknowinglytl o r  "knew o r  shou ld  have known" t h a t  an  a d v e r t i s e m e n t  
was f a l s e ,  m i s l e a d i n g ,  e t c : ,  and t e n  s t a t e s  have d e c e i t  p r o v i s i o n s ,  
i . e . ,  p r o v i s i o n s  t h a t  r e q u l r e  t h e  p r o s e c u t i o n  t o  prove  e i t h e r  t h a t  
t h e  a d v e r t i s e r  a c t e d  I1knowingly o r  w i l l f u l l y  and w i t h  i n t e n t  t o  
mis lead"  o r  t h a t  he  knew t h a t  h i s  a d v e r t i s e m e n t  was I tunt rue  and 
des igned  t o  be d e c e p t i v e  .I1 

Media Exempted From P r o s e c u t i o n .  Of t h e  45 s t a t e s  having 
v e r s i o n s  of t h e  P r i n t e r s t  Ink  s t a t u t e .  2 1  ~ r o v i d e  e i t h e r  t o t a l  o r  
p a r t i a l  exemption t o  p u b l i s h e r s  from and 13 s t a t e s  
t o t a l l y  o r  p a r t i a l l y  exempt r a d i o  and t e l e v i s i o n  b r o a d c a s t e r s .  
While t h e  m a j o r i t y  of  t h e s e  s t a t e s  p r o v i d e  t o t a l  immunity from 
p r o s e c u t i o n ,  Wisconsin exempts b r o a d c a s t e r s  and p u b l i s h e r s  o n l y  
from b a i t - a d v e r t i s e m e n t  p r o s e c u t i o n s ,  M i s s o u r i  exempts o n l y  broad- 
c a s t e r s  from b a i t -  a d v e r t i s e m e n t  p r o s e c u t i o n s ,  and Hawaii exempts 
o n l y  newspaper p u b l i s h e r s  from a l l  t y p e s  o f  f a l s e  a d v e r t i s e m e n t  
p r o s e c u t i o n s .  Seven s t a t e s  t h a t  t o t a l l y  exempt p u b l i s h e r s  do n o t  
exempt b r o a d c a s t e r s ,  e i t h e r  t o t a l l y  o r  p a r t i a l l y .  I n  one  s t a t e ,  
New York, media have been exempted from p r o s e c u t i o n  by c o u r t  i n t e r -  
p r e t a t i o n  r a t h e r  t h a n  by l e g i s l a t i v e  enactment .  

B a i t  Adver t i sements  and F a l s e  P r i c e  Comparisons. The laws 
of 1 2  of  t h e  45 s t a t e s  c o n t a i n  s p e c i a l  p r o v i s i o n s  r e l a t i n g  t o  
"worthu o r  lgvaluel l  a d v e r t i s e m e n t s ,  and 1 6  p r o h i b i t  a pe r son  from 
a d v e r t i s i n g  w i t h  t h e  i n t e n t  of n o t  s e l l i n g  t h e  items, o r  o f  n o t  
s e l l i n g  t h e  i t e m s  a t  t h e  a d v e r t i s e d  p r i c e .  

Enforcement P r o v i s i o n s .  I n  a d d i t i o n  t o  t h e  misdemeanor- 
p e n a l t y  p r o v i s i o n s  t h a t  e a c h  of t h e s e  45 P r i n t e r s '  Ink  t y p e  s t a t -  
u t e s  c o n t a i n ,  s e v e r a l  s t a t u t e s  c o n t a i n  a d d i t i o n a l  enforcement  
p r o v i s i o n s .  Ten s t a t e s  have laws c o n t a i n i n g  p r o v i s i o n s  f o r  i n -  
j u n c t i v e  p roceed ings ,  and two of t h e s e  s t a t u t e s  p r o v i d e  t h a t  t h e  
A t t o r n e y  Genera l  may a c c e p t  a  w r i t t e n  a s s u r a n c e  from a n  a l l e g e d  
v i o l a t e r  i n  l i e u  of c r i m i n a l  p r o s e c u t i o n .  C a l i f o r n i a ' s  s t a t u t e s  
a l s o  p r o v i d e  a c i v i l  p e n a l t y  i n  a d d i t i o n  t o  t h e  c r i m i n a l  prosecu- 
t i o n .  



Table I 

Summary of S t a t e  S t a t u t e s  Rela t inq  
t o  Advert is inq Generally 

I. 	 " P r i n t e r s '  Inkn  S t a t u t e s  

A. 	 S t a t u t e s  Pat terned Af te r  Model S t a t u t e  (45) .  These 
s t a t u t e s  requi re  proof of only t h r e e  elements: 1) an 
i n t e n t  t o  s e l l ,  d ispose o f ,  o r  increase  t h e  consumption 
o f ,  goods o r  se rv ices ;  2 )  t h e  placing before t h e  
publ ic ,  with such i n t e n t ,  of any type of adver t i s ing ;  
and 3 )  t h e  exis tence ,  i n  such adver t i s ing ,  of a 
statement o r  r ep resen ta t ion  of f a c t  which i s  untrue,  
decept ive,  o r  misleading. Viola t ions  a r e  misde- 
meanors. 

tit 	14, sec 211(a) ) ,  ALASKA Isec 45.50.490), 
sec 44-1481(a ) ) , CALIFORNIA Bus. and Prof.  

Code, sec 17500, 17501, 17502, 17534, and 17535), 
COLORADO (sec  40-15-1 t o  40-15-3). CONNECTICUT ( sec  
53-365), DISTRICT OF COLUMBIA ( sec  22-1411 t o  22-1413), 
FLORIDA (sec  817.40 t o  817.47). GEORGIA (sec 106-501 
to1064505), H A W A I I  ( sec  289-14 t o  289-16.3). IDAHO 

sec 18-31121, ILLINOIS (chap 1218, sec 157.21), 
I l l i n o i s  Annotated S t a t u t e s  conta ins  t h r e e  general  

adver t i s ing  s t a t u t e s ,  including one t h a t  i s  modeled 
a f t e r  the  " P r i n t e r s '  InkN s t a t u t e .  ) KANSAS (sec  
21.1112), KENTUCKY ( sec 434.270 , LOUISIANA (sec  
51:411), MAINE (tit 17, sec 1620 , MARYLAND ( a r t  27, 
sec 195 and 198) ,  MASSACHUSETTS (chap 266, sec.  91, 91A, 
and 9 2 ) ,  MICHIGAN ( sec  750.33), MINNESOTA (sec  650.52), 
MISSISSIPPI ( sec  2003.5 and 2144.3), MISSOURI ( sec  
561.660 and 561.665), MONTANA ( sec  94-1818 t o  94-1828, 
merchandise o n l y ) ,  NEBRASKA (sec  28-1235 t o  28-1236), 
NEVADA ( s e c  207.170), NEW HAMPSHIRE ( sec  580:13), NEW 
YOHK (Penal Law, sec 421) ,  NORTH CAROLINA ( sec  14-117), 
NORTH DAKOTA ( sec  51-12-01 t o  51-12-14; see below f o r  
o t h e r  genera l  s t a t u t e ) ,  OHIO ( sec  2911.41), OKLAHOMA 
(tit  21, chap 61, sec 1502),  OREGON ( sec 648.810 
PENNSYLVANIA ( t i t  18, chap 2,  sec 4857 and 4857.1 
RHODE ISLAND (sec  11-18-10 t o  11-18-12), SOUTH CAROLINA 
(sec  66-3) ,  SOUTH DAKOTA ( sec  13.4201), TENNESSEE ( sec  
39-1910 and 39-1945), TEXAS (penal  Code, a r t  1554 and 
1 5 5 4 ( a ) ) ,  UTAH ( sec  76-4- l ) ,  VERMONT (t i t  13, sec 
2005), V I R G I N I A  ( sec  18.1-131, 18.1-131.1, 18.1-131.3, 
18.1-131.4, and 18.1-131.6 t o  18.1-131.8), WASHINGTON 

Isec 9.04 .()lo),  WEST V I R G I N I A  ( sec  5979), WISCONSIN 
sec 	100.18), WYOMING ( sec  6-35). 



1, 	 S t a t u t e s  Reauirinq Knowledae (14) 

a .  	 Knowinqlv (4) 

ALASKA, NEVADA, NEW HAMPSHIRE, SOUTH 
DAKOTA. 

b. 	 Known o r  Should Have Been Known (10) 

Usual ly  r e q u i r e s  t h a t  t h e  a d v e r t i s e r  
knew o r  by t h e  e x e r c i s e  of reasonable  
c a r e  should have known, 

CALIFORNIA, FLORIDA, GEORGIA, MARYLAND, 
MASSACHUSETTS, MISSISSIPPI, NORTH 
DAKOTA, PENNSYLVANIA, TEXAS, UTAH. 

2. 	 S t a t u t e s  Requirina Decei t  (9)  

a .  Knowinqlv and With. I n t e n t  ( 6 )  

ARIZONA ( r e a l  e s t a t e ) ,  FLORIDA ( o r  
should have been known and with i n t e n t ) ,  
KENTUCKY, SOUTH CAROLINA, TENNESSEE, 
VERMONT. 

b. 	 Untrue and Desiqned t o  be D e c e ~ t i v e  (2) 

DISTRICT OF COLUMBIA, RHODE ISLAND. 

c .  	 W i l l f u l l v  and With I n t e n t  t o  Mislead (I..) 

NORTH CAROLINA. 

B. 	 Spec ia l  Fea tures  of t t P r i n t e r s l  Inktt S t a t u t e s  

1. 	 Media Exempted Usually r equ i r ing  t h a t  t h e  
b roadcas te r s  o rpub l i she r s  e i t h e r  ac ted  i n  good 
f a i t h  o r  were unaware of  t h e  f a l s i t y  of t h e  
advert isement .  

a .  	 Radio and Televis ion  Broadcasters  (13) 

ALASKA, CALIFORNIA, FLORIDA , GEORGIA, 
ILLINOIS, MINE, MICHIGAN, MISSOURI 
( b a i t  a d v e r t i s i n g  o n l y ) ,  NEVADA, OHIO, 
PENNSYLVANIA, RHODE ISLAND, WISCONSIN 
( b a i t  a d v e r t i s i n g  on ly ) .  

b. 	 Pub l i she r s  (21) 

ALASKA, CALIFORNIA, COLORADO, FLORIDA, 
GEORGIA, H A W A I I  (newspaper pub l i she r s  



o n l y ) ,  ILLINOIS,  KANSAS, MAINE, MASSA-
CHUSETTS, MICHIGAN, MISSOURI, NEVADA, 
NORTH DAKOTA, OHIO, OREGON, PENNSYLVAN-
I A ,  	RHODE ISLAND, WASHINGTON, WISCONSIN 
( b a i t  a d v e r t i s i n g  o n l y ) ,  WYOMING. 

2. 	 S p e c i a l  F e a t u r e s  

a .  	 S p e c i a l  P r o v i s i o n  R e l a t i n q  t o  "Wortht' 
and "Valuen (12) 

Usua l l y  r e q u i r e s  t h a t  t h e  worth o r  
v a l u e  of any t h i n g  a d v e r t i s e d  i s  t h e  
p r e v a i l i n g  market p r i c e ,  wholesa le  i f  
t h e  o f f e r  i s  wholesa le ,  r e t a i l  i f  t h e  
o f f e r  i s  a t  r e t a i l ,  a t  t h e  time of  
p u b l i c a t i o n  of such adve r t i s emen t  i n  t h e  
l o c a l i t y  where in  t h e  adve r t i s emen t  i s  
pub l i shed .  

CALIFORNIA, FLORIDA, GEORGIA, H A W A I I ,  
LOUISIANA., MISSISSIPPI , NEBRASKA, NORTH 
DAKOTA, SOUTH DAKOTA, TEXAS, VIRGINIA , 
WISCONSIN. 

b. B a i t  A d v e r t i s i n q  P r o v i s i o n s  ( 1 6 )  

These p r o v i s i o n s  u s u a l l y  p r o h i b i t  ad- 
v e r t i s i n g  w i t h  t h e  i n t e n t  of no t  s e l l -
i n g ,  o r  o f  n o t  s e l l i n g  a t  t h e  p r i c e  
a d v e r t i s e d .  

' CALIFORNIA, FLORIDA, GEORGIA, H A W A I I  
ILLINOIS, M I N E ,  MARYLAND, MASSACHUSETTS, 
MICHIGAN , MISSOURI, OHIO, PENNSYLVANIA , 
RHODE . ISLAND, TENNESSEE , V I R G I N I A  , WIS-
CONSIN. 

3 .  	 Enforcement P r o v i s i o n s .  P r o v i s i o n s  o t h e r  t h a n  
c r i m i n a l  p r o s e c u t i o n s  t h a t  cou ld  r e s u l t  wi th  a  
s en t ence  of  a  f i n e ,  imprisonment f o r  no t  more 
t h a n  one y e a r ,  o r  both .  

a .  	 I n j u n c t i v e  Proceed inqs  (10) 

ALASKA, CALIFORNIA, FLORIDA, GEORGIA, 
HANA 11, MINNESOTA, NEVADA, NORTH 
DAKOTA, RHODE ISLAND, V I R G I N I A  . 

b. 	 Wr i t t en  Assurance of  Discon t inuance  (2) 

ALASKA, H A W A I I .  



c. 	 Other  (1) 

CALIFORNIA ( c i v i l  pena l ty  $0-$2,500. 
I f  c i v i l  a c t i o n  i s  brought by Attorney 
General ,  one-half o f  t h e  f i n e  i s  de-
pos i t ed  i n  county t r e a s u r y ;  i f  brought 
by D i s t r i c t  Attorney,  e n t i r e  f i n e  de- 
pos i t ed  i n  county t r e a s u r y , )  

11. Other General  Advert is inq S t a t u t e s  (7 )  

A ,  	 wConsumer Fraud1# S t a t u t e s  Five s t a t e s  have r e c e n t 1  
enacted s t a t u t e s  t h a t  d i f f e r  both a s  t o  t h e  d e f i n i t  1on 
of f a l s e  advert isements  and a s  t o  t h e  na tu re  by which 
t h e  f a l s e  advert isements  a r e  t o  be discont inued.  
These s t a t u t e s  provide f o r  c i v i l ,  r a t h e r  than  cr imi-  
n a l ,  p rosecut ions  and p e n a l t i e s ,  and except f o r  North 
Dakota's s t a t u t e ,  s p e c i f i c a l l y  d e f i n e  t h e  term 
n f a l s e  advertisementt1 t o  inc lude  omissions of m a t e r i a l  
f a c t s .  I n  t h e s e  s t a t e s ,  t h e  Attorney General has  t h e  
r e s p o n s i b i l i t y  t o  enforce  t h e s e  s t a t u t e s  and has  with- 
i n  h i s  o f f i c e  a consumer f raud  d i v i s i o n  o r  consumer 
counci l .  What appears  t o  be t h e  t h r e e  major o b s t a c l e s  
t o  t h e  success fu l  enforcement of t h e  genera l  a d v e r t i s -  
i ng  s t a t u t e s ,  i . e . ,  t h e  c r imina l  n a t u r e  of t h e  sac t ion ,  
t h e  i n c l u s i o n  of requirements  of i n t e n t ,  m a t e r i a l i t y ,  
and o t h e r  r e s t r i c t i v e  elements,  and t h e  f a i l u r e  t o  
provide a d m i n i s t r a t i v e  machinery f o r  enforcement a s  t h e  
f e d e r a l  government has  done,a a r e  not  found i n  these  
s t a t u t e s .  

ILLINOIS (chap 121!5, sec  261 t o  271 (Consumer Fraud 
~ c t )), IOWA ( sec  713.24 (1963 Consumer Fraud ~ c t )  ),
NEW 	JERSEY ( sec  56:8-1 t o  56: 8-12 (consumer Fraud 
~ c t )  NEW MEXICO ( sec  49-12-1 	 Fa l se  Ad- ), t o  49-12-7; 
v e r t i s i n g  Act ) ,  NORTH DAKOTA ( sec  51-15-01 t o  51-15-10 
(consumer Fraud ~ c t )  ) . 

B. 	 Other General S t a t u t e s  Two s t a t e s  have s t a t u t e s  t h a t  
con ta in  t h e  t h r e e  e lements  p resen t  i n  t h e  " P r i n t e r s '  
Inkw s t a t u t e s ,  bu t  i n  language t h a t  r a d i c a l l y  d e p a r t s  
from t h a t  which i s  u s u a l l y  p resen t  i n  a s t a t u t e  pat-  
t e rned  a f t e r  t h e  model s t a t u t e .  Both of these  s t a t e s  
have r ev i sed  t h e i r  c r imina l  codes r e c e n t l y ,  and both 
of t h e i r  s t a t u t e s  a r e  found i n  t h e i r  rev ised  c r imina l  
codes. 

a .  "The Regulat ion of Advertising,I1 Columbia Law Review, Volume 
56, 1956, pp. 1064-1065. 



ILLINOIS (chap 38, sec 17 -1 - l ( c )  : "He knowingly makes 
o r  d i r e c t s  ano the r  t o  make a f a l s e  o r  decep t ive  s t a t e -  
ment addressed t o  t h e  pub l i c  f o r  t h e  purpose of pro-
moting t h e  s a l e  of p roper ty  o r  s e r v i c e s ; .  .." A 
v i o l a t i o n  of t h i s  subsec t ion  i s  a misdemeanor.) 
INDIANA ( s ec  10-3037 ( 3 )  : "He d i s semina te s  o r  causes  
t o  be d i ssemina ted  an adver t i sement  con ta in ing  a 
knowingly f a l s e ,  mis lead ing  o r  decep t ive  s ta tement  i n  
any form o r  through any medium, t o  t h e  publ ic ,  inc lud-
ing  door  t o  door  d i s t r i b u t i o n ,  f o r  t h e  purpose of 
promoting t h e  purchase o r  s a l e  of  p roper ty  o r  s e r v i c e s  
of any kind,  o r  t h e  acceptance of employment. In  
de te rmin ing  whether any adver t i sement  i s  un t rue ,  de-
c e p t i v e  o r  mis lead ing ,  t h e r e  s h a l l  be cons idered ,  
among o t h e r  t h i n g s ,  no t  on ly  r e p r e s e n t a t i o n s  contained 
o r  suggested i n  t h e  adver t i sement ,  by whatever means, 
i nc lud ing  dev ice  o r  sound, b u t  a l s o  t h e r e  s h a l l  be 
considered t h e  e x t e n t  t o  which t h e  adver t i sement  
f a i l s  t o  r e v e a l  m a t e r i a l  f a c t s  i n  t h e  l i g h t  of such 
r ep re sen ta t ions ; . . . "  A v i o l a t i o n  of t h i s  subsec t ion  
is  a misdemeanor.) 

Summary of Committee Meetinqs 

Various  examples of abuses  i n  a d v e r t i s i n g  were reviewed by 
t h e  committee, i nc lud ing  t h e  appearance be fo re  t h e  committee of a 
Denver a r e a  housewife who, a f t e r  responding t o  a c l a s s i f i e d  adver-  
t i s emen t  f o r  par t - t ime  employment, d i scovered  t h a t  she had signed 
a c o n t r a c t  t o  purchase a cacuum c l e a n e r  i n s t e a d  of  a r e c e i p t  f o r  a 
lasalesman's  sample." Other  t y p e s  of mis leading a d v e r t i s i n g  i n  t h e  
Denver a r e a  involved such i t ems  a s  automobile t i r e s ,  automobile 
t r ansmis s ions ,  aluminum s i d i n g ,  f r o z e n  meats, house p a i n t ,  and 
f u r n i t u r e  company l i q u i d a t i o n  s a l e s .  

M r .  B e l l  of t h e  Rocky Mountain B e t t e r  Business Bureau en-
dorsed t h e  proposal  t o  amend Coloradols  p r e s e n t  mis leading adver-  
t i s i n g  law t o  c o n t a i n  a more s p e c i f i c  d e f i n i t i o n  of f a l s e  adver- 
t i s i n g  and t o  broaden i t s  scope t o  i nc lude  b a i t  a d v e r t i s i n g  a s  a 
p r o h i b i t e d  o f f ense .  He suggested t h a t  t h i s  change should be made 
and t h a t  e x i s t i n g  s t a t e  and l o c a l  agenc ie s  should be motivated t o  
use  t h e  a v a i l a b l e  s t a t u t o r y  t o o l s  t o  c o r r e c t  problems of consumers. 

M r .  Yates ,  p r e s i d e n t  of t h e  Adve r t i s ing  Club of Denver, 
a f t e r  reviewing t h e  purpose of  h i s  a s s o c i a t i o n ,  r epo r t ed  t h a t :  

"According t o  t h e  exper ience  of t h e  Federa l  Trade Commission, 
on ly  a very smal l  percentage of a d v e r t i s i n g  can be construed a s  
f r a u d u l e n t  o r  even mis leading.  The b e s t  a v a i l a b l e  e s t i m a t e s  of 
both government and t r a d e  a s s o c i a t i o n  groups i s  t h a t  less than  one 

~ e n tof a d v e r t i s i n g  today i s  f r a u d u l e n t ,  and a s t i l l  s n e r  , 

p e r  c e n t  may be d e l i b e r a t e l y  mis leading.  I n  my b e s t  judgment, 
corresponding f i g u r e s  f o r  a c i t y  l i k e  Denver a r e  even lower. The 
a t t e n t i o n  which f l a g r a n t  v i o l a t o r s  c a l l  t o  themselves i s  always 



g r e a t l y  o u t  of proportiori t o  t h e i r  a c t u a l  volume of a d v e r t i s i n g .  

"What i s  being done t o  reduce even t h i s  sma l l  percentage of 
f a l s e  o r  mis leading a d v e r t i s i n g ?  

"Most f i r m s  who want t o  s t a y  i n  bus ines s  know t h a t  t h e  do 
so on ly  on a  r e p u t a t i o n  f o r  hones t  d e a l i n g ,  and t h a t  f ly-by-nrght  
o p e r a t o r s  a r e  under c o n s t a n t  watch from a l l  s i d e s  and must move on 
and/or e v e n t u a l l y  go o u t  of bus ines s .  

"Through membership i n  t h e  Adve r t i s ing  Club of Denver, ad-
v e r t i s i s e r s ,  agenc ie s ,  media and s u p p l i e r s  a r e  made s t i l l  more 
aware of t h e  b e n e f i t s  of honest  s a l e s  approaches,  and t h e  p r a c t i c a l  
dangers  and moral wrong of even bo rde r - l i ne  p r a c t i c e s .  With t h i s  
i n  mind, t h e  Club seeks  o u t  new memberships on t h e  broades t  pos- 
s i b l e  bus ines s  base .  

"For many y e a r s ,  t h e  Adve r t i s ing  Club of Denver Education 
Committee has  t r a v e l l e d  widely i n  and beyond Colorado conduct in  
f r e e  c l i n i c s  on e f f e c t i v e  and t r u t h f u l  a d v e r t i s i n g  f o r  t h e  smal P 
businessman. Advanced a d v e r t i s i n g  cou r se s  a r e  sponsored by t h e  
Club a t  o u r  l o c a l  c o l l e g e s  and u n i v e r s i t i e s .  We have always been 
s t r o n g  p a r t i c i p a n t s  i n  Ca ree r  Days a t  o u r  high schools .  

l lAdve r t i s e r s  and media a l i k e  t r y  t o  keep media above re-
proach, because they  r e a l i z e  t h a t  one o f f e n d e r  h u r t s  a l l  o t h e r s .  
The va r ious  media a s s o c i a t i o n s  (newspapers, magazines, ou tdoor ,  
r a d i o ,  t e l e v i s i o n ,  e t c .  ) have always worked hard a t  t i g h t e n i n g  
t h e i r  own r e s t r i c t i v e  codes on t h e  a d v e r t i s i n g  they  w i l l  accept.... 

"We a r e  acqua in ted  wi th  e x i s t i n g  s t a t e  laws a f f e c t i n g  ad- 
v e r t i s i n g ,  and wi th  t h e  v a r i o u s  agenc ie s  who have r e s p o n s i b i l i t i e s  
f o r  enforcement i n  t h e s e  and o t h e r  a r e a s .  We a r e  a l s o  f a m i l i a r  
w i th  t h e  Revised P r i n t e r s 1  Ink Model S t a t u t e ,  which we unders tand 
has  been accep ted ,  w i t h  mod i f i ca t ions ,  by some s t a t e s .  We a r e  
b a s i c a l l y  opposed t o  l e g i s l a t i o n  which would a l l ow t h e  s t a t e  
government t o  r e g u l a t e ,  r e s t r i c t ,  o r  o therwise  c o n t r o l  t h e  f r e e  
e n t e r p r i s e  a c t i v i t i e s  of hones t  bus ines s .  Such l e g i s l a t i o n  con- 
t a i n s  t h e  dangers  of  pena l i z ing  99 p e r  c e n t  of b u s i n e s s  f o r  t h e  
t r a n s g r e s s i o n s  of  one p e r  c e n t .  

"However, we a r e  always most w i l l i n g  t o  coopera te  w i th  o t h e r  
bus ines s  and t r a d e  a s s o c i a t i o n s  i n  working o u t  w i th  t h i s  committee 
an e f f e c t i v e  and e f f i c i e n t  system f o r  h a l t i n g  a d v e r t i s i n g  t h a t  i s  
c l e a r l y  a g a i n s t  t h e  p u b l i c  i n t e r e s t . . . .  

I1Advertising people can be on ly  PRO-consumer. The consumer 
i s  o u r  bus ines s .  We t a l k  w i t h  him and h e r  c o n s t a n t l y  through 
media. WE a r e  consumers, ou r se lves .  Adve r t i s ing  people a r e  t h u s  
superb ly  equipped t o  c r e a t e  and communicate a  consumer educa t ion  
program t h a t  can a s s i s t  bo th  b u s i n e s s  and government i n  ach iev ing ,  
a t  comparat ively  low c o s t ,  t h e  same g o a l s  expected of a s t a t e -
opera ted ,  tax-supported consumer counc i l .  



ltWe acknowledge w i t h  r e g r e t  t h e  one p e r  c e n t  o r  l e s s  of bad 
app le s  i n  o u r  b a r r e l ,  much a s  we condemn t h e  t i n y  minor i t  1of 
shoddy p r a c t i o n e r s  i n  o t h e r  f i e l d s  t h a t  prey upon t h e  pub i c .  We 
look forward t o  a  day w h e n d i s h o n e s t y  and decep t ion  i n  bus ines s  
and p ro fe s s ions  w i l l  be pursued w i t h  d i l igence . In  

M r .  Pau l  Blue, p r e s i d e n t  of t h e  Colorado Broadcas te rs '  A s -
s o c i a t i o n ,  informed t h e  committee t h a t ,  from t h e  viewpoint  of 
b roadcas t e r s ,  no changes were necessary  w i t h  r e s p e c t  t o  f a l s e  ad- 
v e r t i s i n g  a s  a p p l i e d  t o  them s i n c e  t h e y  a r e  adequa te ly  r egu la t ed  
now by t h e  Fede ra l  Communications Commission and t h e  Federa l  Trade 
Commission. Also,  he  s a i d ,  "The Na t iona l  Assoc ia t ion  of Broad- 
c a s t e r s  have t h e i r  own se l f -adopted  Radio and Te lev i s ion  Codes. 
These codes concern t h e  con ten t  bo th  of programs and a d v e r t i s i n g .  
T h i s  i n d u s t r y  s e l f - p o l i c i n g  a c t i v i t y  i nc ludes  f i e l d  monitoring.  
I n  essence  t h e s e  codes c a l l  f o r  t h e  i n d i v i d u a l  l i c e n s e e  t o  be on 
t h e  a l e r t  f o r  any decep t ive  a d v e r t i s i n g  so  a s  t o  avoid being an 
unwi t t ing  p a r t y  t o  i t s  t r ansmis s ion .  Although b roadcas t e r s  may n o t  
b e a r  t h e  primary r e s p o n s i b i l i t y  f o r  a d v e r t i s i n g  c la ims ,  t h e  ' pub l i c  
i n t e r e s t 1  du ty  of  a l l  s t a t i o n  l i c e n s e e s  does  r e q u i r e  t h a t  t hey  be 
f a m i l i a r  w i th  decep t ive  a d v e r t i s i n g  formats  s o  a s  t o  avoid unwit- 
t i n g l y  becoming a  p a r t y  t o  any commercial d i shones ty  d i r e c t e d  t o  
t h e  pub l i c  consumer." 

I n  a d d i t i o n  t o  r e g u l a t i o n s  of  t h e  f e d e r a l  commissions and 
i n d u s t r y  codes,  M r .  Blue r epo r t ed  ' t h a t  i n d i v i d u a l  s t a t i o n s  t a k e  
a d d i t i o n a l  s t e p s  on t h e i r  own t o  i n s u r e ,  a s  much a s  poss ib l e ,  t h a t  
a d v e r t i s i n g  they  c a r r y  i s  n o t  pu rpose fu l ly  f r a u d u l e n t  o r  mislead- 
ing.  A s  j u s t  one example, he s a i d  t h a t  n i n  Denver we have a v a i l a b l e  
t o  u s  t h e  s e r v i c e s  of  t h e  B e t t e r  Business Bureau. T h e i r  Community 
S e r v i c e  B u l l e t i n s  can prov ide  a u s e f u l .  a l e r t  t o  p o s s i b l e  problem 
a r e a s .  

M r .  Robert  Lucas, manager of g e n e r a l  a d v e r t i s i n g  f o r  The 
Denver P o s t ,  s t a t e d  t h a t  newspaper o f f i c i a l s  work c l o s e l y  w i r t h e  
B e t t e r  Business  Bureau and t h a t  t h e  P o s t  endeavors t o  e l i m i n a t e  
f a l s e  and mis leadinq a d v e r t i s i n q  s i n c e  many r e a d e r s  hold t h e  paper 
r e s p o n s i b l e  i f  an  ad i s  f a l s e  0%misleading.  M r .  Lucas i n d i c a t e d  
t h a t  t h e  number of f a l s e - a d v e r t i s i n g  complaints  lodged wi th  t h e  
-P o s t  had decreased  ove r  t h e  yea r s .  

Subdiv is ion  Requla t ion  

I n  1963, t h e  General  Assembly adopted an a c t  des igned t o  
provide f o r  t h e  r e g i s t r a t i o n  of subd iv i s ion  deve lopers  i n  Colorado. 
Among o t h e r  t h i n g s ,  t h i s  law, S e c t i o n s  118-16-1 through 118-16-7, 
Colorado Revised S t a t u t e s  1963, r e q u i r e d  a p p l i c a n t s  t o  d i s c l o s e  
t h e  names and add res se s  of t h e  p r i n c i p a l s  i n  t h e  e n t e r p r i s e  and 
l e n g t h  of t ime  engaged i n  subd iv i s ion  development t o  t h e  Colorado 
Real  E s t a t e  Commission. The law au tho r i zed  t h e  commission t o  
r e f u s e ,  revoke,  o r  suspend t h e  r e g i s t r a t i o n  of any deve loper  if,
a f t e r  an  i n v e s t i g a t i o n ,  it determined t h a t  t h e  developer :  



(1) Does n o t  have a  r e p u t a t i o n  f o r  competency, honesty ,  
and f a i r  d e a l i n g ;  

(2) Has f a i l e d  t o  comply w i t h  o r  h a s  v i o l a t e d  any p r o v i s i o n  
of  t h i s  law; 

( 3 )  Has made a  s t a t e m e n t  o r  concealment,  known by him t o  be 
f a l s e  o r  m i s l ead ing ,  i n  h i s  a p p l i c a t i o n  f o r  r e g i s t r a t i o n ;  

( 4 )  Is i n s o l v e n t ;  o r  

(5) Has engaged i n  i l l e g a l  o r  u n e t h i c a l  p r a c t i c e s  w i t h  re-
s p e c t  t o  t h e  promotion,  s a l e ,  o r  l e a s e  o f  r e a l  e s t a t e .  

I n  March of  1965, t h e  d i s t r i c t - c o u r t s  of  t h e  F i r s t  and 
Twent ie th  Colorado J u d i c i a l  D i s t r i c t s  h e l d  t h a t  t h i s  1963 a c t  was 
u n c o n s t i t u t i o n a l .  I n  t h e  a c t i o n  brouqht  i n  t h e  F i r s t  J u d i c i a l  
D i s t r i c t ,  t h e  de fendan t  was charged w i t h  a  f e l o n y  f o r  f a i l i n g  t o  
r e g i s t e r  a s  a s u b d i v i s i o n  deve lope r  under  t h e  p r o v i s i o n s  of A r t i c l e  
1 6  of Chapte r  118, C.R.S. 1963. The c o u r t  s a i d :  

''There i s  no p r o v i s i o n  i n  t h e  a r t i c l e  f o r  a  r e q u i r e d  hea r ing  
b e f o r e  t h e  commission. 118-16-5 under  subparagraph (2) provides :  
'Any hea r ing  h e l d  under  t h i s  s e c t i o n  s h a l l  be  i n  accordance w i th  
t h e  p rocedures  e s t a b l i s h e d  i n  s e c t i o n s  3-16-4 and 3-16-5, C.R.S. 
1963. ' ;  b u t  s e c t i o n  3-16-4 subparagraph  (2 )  provides :  ' I n  any such 
proceed ing  i n  which a n  o p p o r t u n i t y  f o r  agency h e a r i n g  i s  r e q u i r e d
under  t h e  c o n s t i t u t i o n  o r  by t h i s  o r  any o t h e r  s t a t u t e ,  ******' and 
t h i s  seems t o  app ly  on ly  when a  h e a r i n g  i s  r e q u i r e d .  Under a r t i c l e  
118-16 C.R.S. 1963 no such h e a r i n g  i s  r e q u i r e d .  It i s  t r u e  t h a t  i n  
118-16-5 subparagraph ( 2 )  it i s  provided t h a t  ' any hea r ing  h e l d  
under t h i s  s e c t i o n  s h a l l  be i n  accordance w i th  t h e  procedures  
e s t a b l i s h e d  i n  s e c t i o n s  3-16-4 and 3-16-5 C.R.S. 1963 , '  b u t  it does  
n o t  r e q u i r e  a hea r ing .  

" In  t h e  in format ion  f i l e d  h e r e i n  t h e  de fendan t  i s  charged 
w i t h  v i o l a t i n g  s e c t i o n  118-16-1 and t h i s  a t t e m p t s  t o  i n f l i c t  t h e  
p e n a l t y  invo lved  i n  118-16-7, i n  o t h e r  words a f e lony .  It appea r s  
t o  , t h e  Cour t  t h a t  t h e r e  i s  no p r o v i s i o n  f o r  a  hea r ing  o r  a f i n d i n g  
by t h e  commission upon which 118-1607 cou ld  be p r e d i c a t e d .  There 
i s  c o n s i d e r a b l e  doubt  i n  t h e  C o u r t ' s  mind a s  t o  t h e  c o n s t i t u t i o n -  
a l i t y  of  t h e  d e f i n i t i o n  of a  s u b d i v i s i o n ;  however, it appea r s  t o  
t h i s  Cour t  t h a t  t h e  g r a v e s t  e r r o r  i n  t h e  laws above - r e f e r r ed  t o  i s  
t h e  f a c t  t h a t  no p r o v i s i o n  i s  made f o r  a  hea r ing  b e f o r e  a cornmis-
s i o n  t o  de te rmine  t h e  v a l i d i t y  of  t h e  requ i rements  and t h e  commis- 
s i o n ' s  f i n d i n g  t h e r e o n  a s  t o  118-1603 C.R.S. 1963. F u r t h e r ,  t h e r e  
i s  no p r o v i s i o n  f o r  a  t ime  l i m i t  i n  which such  h e a r i n g  s h a l l  be 
conducted.  Conceivably  an a p p l i c a n t  f o r  a  c e r t i f i c a t e  a s  r e q u i r e d  
by Chap te r  118-16 cou ld  f i l e  h i s  a p p l i c a t i o n  w i t h  t h e  commission 
and t h e  commission cou ld  comple te ly  i g n o r e  t h e  a p p l i c a t i o n  o r  deny 
it, wi thou t  e v e r  having n o t i f i e d  t h e  a p p l i c a n t  t h e r e o f  under  t h i s  
a r t i c l e .  Apparen t ly  it i s  i n  t h e  d i s c r e t i o n  of  t h e  commission 
whether t h e y  d e s i r e  t o  ho ld  a hea r ing  o r  n o t ,  and t h e  a p p l i c a n t  is 
t o t a l l y  w i t h o u t  remedy u n l e s s  t h e  commission d e c i d e s  t o  ho ld  a 



hea r ing ,  which t h e y  a r e  no t  r e q u i r e d  t o  under  t h e  s t a t u t e .  

'"The Cour t  i s  of  t h e  o p i n i o n  t h a t  t h i s  a r t i c l e  i s  s o  vague, 
i n d e f i n i t e  and u n c e r t a i n  a s  t o  d e p r i v e  an  a p p l i c a n t  of  h i s  p rope r ty  
w i thou t  due p roce s s  o f  law; and,  f u r t h e r ,  t h a t  he may be charged 
w i t h  a  f e l o n y  if he  a t t e m p t s  t o  s e l l  o r  d i s p o s e  of h i s  p rope r ty ,  
should  he come w i t h i n  t h e  d e f i n i t i o n  set f o r t h  i n  118-16-1. T h i s  
i n  t h e  C o u r t ' s  o p i n i o n  is  i n  v i o l a t i o n  o f  t h e  C o n s t i t u t i o n  of  t h e  
Uni ted  S t a t e s  and t h e  C o n s t i t u t i o n  o f  t h e  S t a t e  o f  color ad^.^ 

These 1965 d i s t r i c t  c o u r t  r u l i n g s  were n o t  appea led  s o  t h a t  
t h e  Colorado Supreme Cour t  ha s  n o t  r u l e d  on t h e  c o n s t i t u t i o n a l i t y  
of t h e  1963 s u b d i v i s i o n  d e v e l o p e r  r e g i s t r a t i o n  law. On t h e  b a s i s  
of  committee d i s c u s s i o n  and comments of v a r i o u s  pe r sons  and l awyers  
a t t e n d i n g  t h e  commit tee ' s  mee t ings ,  however, t h e r e  seems t o  be 
l i t t l e  q u e s t i o n  b u t  t h a t  t h e  p r e s e n t  language needs  t o  be  changed 
if t h e r e  i s  t o  be any e f f e c t i v e  r e g u l a t i o n  of s u b d i v i s i o n  develop- 
ments i n  t h i s  s t a t e .  

A s  r e p o r t e d  by a committee of  t h e  N a t i o n a l  A s s o c i a t i o n  of  
Rea l  E s t a t e  Boards,  " i n  t h e i r  q u e s t  f o r  l a r g e  p r o f i t s  and because  
of l a c k  of  s u f f i c i e n t  s t a t e  s u p e r v i s i o n ,  . i f  any,  i n  some a r e a s ,  
l a n d  s p e c u l a t o r s  a r e  o f f e r i n g  l o t s  o r  p a r c e l s  of  l a n d  t o  t h e  
g e n e r a l  p u b l i c  t h roughou t  t h e  Uni ted  S t a t e s  t h rough  n a t i o n a l  news 
media and o t h e r w i s e ,  r e s o r t i n g  i n  some i n s t a n c e s  t o  m i s r ep re sen t a -  
t i o n  o r  f r a u d  i n  s e c u r i n g  c o n t r a c t s  o f  purchase  from t h e  unwary.' 

So f a r  a s  c o n d i t i o n s  i n  Colorado a r e  concerned,  M r .  B e l l  
s t a t e d  t o  t h e  Committee on Consumer Problems t h a t  it had been t h e  
expe r i ence  o f  t h e  Rocky Mountain B e t t e r  Bus iness  Bureau t h a t  
' f r a u d u l e n t  l a n d  promot ions  have been a  b i g  problem i n  t h i s  s t a t e .  
He f e l t  t h i s  t o  be a problem r e q u i r i n g  t h e  mutual  e f f o r t  o f  t h e  
Colorado Real  E s t a t e  Commission and coun ty  commissioners  t o  cor -
r e c t  s i n c e ,  on o c c a s i o n ,  t h e  l a n d  may be i n  C o s t i l l a  County, t h e  
buyer  i n  Kansas, and t h e  promoter  i n  Denver, f o r  example. 

One of  t h e  coun ty  commissioners  of Saguache County, M r .  S. 
Verne Cooper,  o u t l i n e d  some o f  tk.e p a s t  and p r e s e n t  problems 
r e s u l t i n g  from s u b d i v i s i o n s  i n  h i s  county:  

( 1 )  The s a l e  o f  l a n d  by s u b d i v i d e r s  t o  p u r c h a s e r s  p r i o r  
t o  t h e  t ime  a t  which t h e  s u b d i v i d e r s  ga ined  p o s s e s s i o n  o f  t h e  
l a n d ;  

(2) The c o s t  of  r e c o r d i n g  l o t s  above t h e  revenue r e c e i v e d  

from t a x a t i o n  of t h e  l o t s  s i n c e  some o f  t h e  l o t s  s e l l  f o r  a s  low 

a s  seven t o  t e n  d o l l a r s ;  and 


( 3 )  The d i f f i c u l t y  of n o t  knowing who a t  any one moment 
owns t h e  l a n d  o r  how many l o t s  i n  e ach  s u b d i v i s i o n  have been s o l d .  
The county  commissioner sugges ted  t h a t  t h e  Gene ra l  Assembly adop t  
a l aw g i v i n g  t h e  boards  of coun ty  commissioners  t h e  a u t h o r i t y  t o  
r e q u i r e ,  by r e s o l u t i o n ,  t h a t  a l l  p l a t s  must be  approved by t h e  
commissioners  b e f o r e  t h e y  may be  recorded .  



Mr. Wil l iam J o n e s ,  depu ty  d i s t r i c t  a t t o r n e y  f o r  t h e  F i r s t  
J u d i c i a l  D is t r i c t ,  p o i n t e d  o u t  a  problem i n  C l e a r  Creek County  
s i n c e  one  a r e a  o f  t h i s  county  canno t  b e  r eached  from t h e  county  
s e a t  w i thou t  t r a v e l i n g  t h rough  a n o t h e r  county .  If a s u b d i v i s i o n  
were t o  be  deve loped  i n  t h a t  p a r t i c u l a r  a r e a  of C l e a r  Creek County, 
he  s a i d  t h a t  t h e  coun ty  cou ld  n o t  a f f o r d  t o  m a i n t a i n  t h e  roads  
t h e r e i n .  Such a development would a l s o  pose  problems w i t h  r e s p e c t  
t o  wa t e r  and s a n i t a t i o n  and s c h o o l s .  He sugges t ed  t h a t  t h e  primary 
c o n t r o l  o f  s u b d i v i s i o n s  shou ld  be  r e t a i n e d  i n  t h e  c o u n t i e s  s i n c e  
coun ty  o f f i c i a l s  a r e  f a m i l i a r  w i t h  t h e  t e r r a i n  and t h e  l o c a l  prob- 
lems,  and a r e  h e l d  a c c o u n t a b l e  by t h e  coun ty  r e s i d e n t s ,  a l t hough  it 
might  be a d v i s a b l e  f o r  t h e  s t a t e  t o  adop t  g e n e r a l  s t a n d a r d s  and 
requ i rements .  It might  be n e c e s s a r y ,  he added, t o  make s e l l i n g  
subd iv ided  l o t s  w i thou t  t h e  app rova l  of t h e  s u b d i v i s i o n  by t h e  
county  commissioners  a f e l o n y  and make t h e  commissioners  r e q u i r e  a 
c e r t i f i c a t e  o f  t i t l e  a s  proof  o f  ownership.  

I n  Boulder  County, M r .  J o seph  M. Smith,  county  commissioner,  
r e p o r t e d ,  r oads  w i t h i n  s u b d i v i s i o n s  a r e  t h e  r e s p o n s i b i l i t y  o f  t h e  
owners u n t i l  a ccep t ed  by t h e  commissioners  and t h e y  a r e  n o t  a ccep t ed  
by t h e  commissioners  u n l e s s  and u n t i l  t h e y  meet s t a n d a r d s  o f  va lua-
t i o n  and highway c o n s t r u c t i o n .  The commissioner from Boulder  County 
mentioned f o u r  a r e a s  needing l e g i s l a t i v e  a t t e n t i o n :  

( 1 )  P e n a l t i e s  f o r  s e l l i n g  l a n d  o u t s i d e  o f  r e co rded  subd iv i -  
s i o n s  shou ld  be  much more c l e a r l y  s t a t e d  i n  t h e  p r e s e n t  law. Con-
f l i c t s  concern ing  t h e  " r e a l  e s t a t e  p r o v i s i o n s "  o f  t h e  s t a t u t e s  and 
t h e  s u b d i v i s i o n  p r o v i s i o n s  a r e  a  c a s e  i n  p o i n t .  Fur thermore ,  t h e  
f a c t  t h a t  a  p e n a l t y  can on ly  be  invoked when r e f e r e n c e  i s  made t o  
a p l a n  o r  p l a t  o f  a n  unrecorded s u b d i v i s i o n  c r e a t e s  a lmos t  i n s u r -  
mountable enforcement  problems. 

(2) The r a p i d  occupancy of  many open a r e a s  i n  t h e  s t a t e  may 
p r even t  p u b l i c  s c h o o l  and park  a g e n c i e s  from a c q u i r i n g  nece s sa ry  
l a n d  f o r  t h e i r  p u b l i c  purposes  i n  advance of  a c t u a l  p l a t t i n g .  To 
a l l o w  t h e s e  f i n a n c i a l l y - p r e s s e d  p u b l i c  a g e n c i e s  t o  a c q u i r e  "raw 
l and f t  i n s t e a d  o f  "improved l a n d , "  t h e  s t a t u t e s  shou ld  pe rmi t  pay- 
ment o f  money i n  l i e u  of  l a n d  i n  new s u b d i v i s i o n s .  Such funds  
cou ld  t h e n  be  accumulated  from a number of  s m a l l  s u b d i v i s i o n s  and 
used t o  purchase  c e n t r a l  s i t e s  which would pe rmi t  f u t u r e  s choo l  
and park  developments t o  s e r v e  t h e s e  new a r e a s .  

(3) S t a t e  laws do n o t  p r o v i d e  any means f o r  c o u n t i e s  t o  
g u a r a n t e e  t h e  i n s t a l l a t i o n  o f  p u b l i c  improvements such  a s  nece s sa ry  
w a t e r  and sewer  l i n e s  ( i n  a r e a s  where t h i s  i s  p o s s i b l e ) ,  cons t ruc -
t i o n  o f  b r i d g e s  and dra inageways ,  and paving o f  s t r e e t s .  The 
p o s t i n g  of  an  improvement bond o r  some t y p e  o f  nescroww a r r ange -  
ment f o r  county  s u b d i v i s i o n s  would be  u s e f u l  i n  a s s u r i n g  f u t u r e  
l a n d  owners t h a t  n e c e s s a r y  p h y s i c a l  improvements would be  completed 
on t h e  s i t e .  Without  such  g u a r a n t e e s ,  l a t e r  d i f f i c u l t i e s i n v o l v i n g  
ma i l  s e r v i c e ,  a c c e s s  f o r  f i r e  t r u c k s  and ambulances, and g e n e r a l  
inconven ience  t o  p r o p e r t y  owners may become p r e v a l e n t .  



( 4 )  While assessment p r a c t i c e s  i s  a s u b j e c t  t h a t  is  t e c h n i -
c a l l y  o u t s i d e  t h e  p rov ince  o f  s t a t e  s u b d i v i s i o n  r e g u l a t i o n ,  p o l i -
c i e s  concern ing  assessment  and t a x a t i o n  do have a  d e f i n i t e  b e a r i n g  
on t h e  d e s i r e  o f  l a n d  owners t o  subd iv ide  t h e i r  p r o p e r t i e s .  Many
f o r e s t  and a g r i c u l t u r a l  l a n d s  a r e  be ing  subd iv ided  p remature ly  
because  t h e  owners f i n d  l a n d  assessments t o o  h i g h  f o r  con t inued  
f o r e s t  o r  a g r i c u l t u r a l  use .  Revised assessment  p r a c t i c e s  such a s  
a r e  now fo l lowed  i n  Maryland, New J e r s e y ,  F l o r i d a ,  and C a l i f o r n i a  
might  h e l p  t o  p r even t  t h i s .  I n  t h e s e  s t a t e s ,  l a n d s  a r e  a s s e s s e d  
acco rd ing  t o  t h e  p e r m i t t e d  u s e s  o n l y .  For  example, farmland i s  
n o t  a s s e s s e d  f o r  i t s  p o t e n t i a l  r e s i d e n t i a l  use u n t i l  such time a s  
t h e  l a n d  i s  a c t u a l l y  s o l d  o r  p l a t t e d  f o r  r e s i d e n t i a l  development. 
By t h i s  p r o c e s s ,  lower  a s s e s smen t s  app ly  u n t i l  such t ime  a s  t h e  
l a n d  owners a r e  ready  t o  s e l l  t h e i r  p r o p e r t i e s  f o r  some t y p e  o f  
r e s i d e n t i a l  u se ,  r a t h e r  t h a n  having them f e e l  f o r c e d  i n t o  r e s iden -  
t i a l  developments i n  o r d e r  t o  c o v e r  i n c r e a s i n g  assessment  r a t e s .  

M r .  Tom Push, d i r e c t o r  o f  t h e  Boulder  County Department o f  
Development, a l s o  added t h a t  Boulder  County ha s  a few problems 
w i t h  f r a u d u l e n t  s a l e s  o f  mountainous and nonmountainous p roper ty .  
The county  i s  o b l i g a t e d  t o  i s s u e  b u i l d i n g  p e r m i t s  i f  c e r t a i n  
minimum s t a n d a r d s  a r e  m e t  and ,  a s  a  r e s u l t ,  o f f i c i a l s  a r e  f a c e d  
w i t h  a  s t r i p  development having a few r igh t s -o f -ways  o r  a c c e s s  t o  
p r o p e r t y  behind t h e  s t r i p .  I n  t h e  mounta ins ,  p r o p e r t y  l o t s  a r e  
sometimes s o l d  i n  a  haphazard manner t o  i n d i v i d u a l s  w i t h  no roads  
l e a d i n g  t o  t h e  p r o p e r t y  o r ,  o c c a s i o n a l l y ,  t h e y  have roads  which 
a r e  b e t t e r  d e s c r i b e d  a s  t r a i l s ,  sometimes w i t h  a s  much a s  30 p e r  
c e n t  g r ades .  

M r .  C a r l  Enyear t ,  Summit County Commissioner, f e l t  t h a t  
county  commissioners  have p r e t t y  good c o n t r o l  o v e r  s u b d i v i d e r s  
under  t h e  p r e s e n t  laws,  a l t h o u g h  t h e r e  a r e  assessment  problems i n  
some c o u n t i e s .  A q u e s t i o n  e x i s t s  a s  t o  where a d d i t i o n a l  power t o  
c o n t r o l  s u b d i v i d e r s  shou ld  l i e ,  and he t hough t  t h a t  much more 
communication shou ld  e x i s t  between s t a t e  and l o c a l  governments i n  
r e g u l a t i n g  s u b d i v i s i o n  developments.  I n  c e r t a i n  a r e a s ,  a v e r y  
r e a l  problem e x i s t s  when a f e d e r a l  governmental  agency -- t h e  
Bureau of Land Management -- f o l l o w s  t h e  p o l i c y  of  s e l l i n g  s m a l l  
homesi tes  w i t h  no c o n s i d e r a t i o n  f o r  t h e  need o f  r oads  and o t h e r  
l o c a l  governmental  s e r v i c e s .  

I n  t h i s  l a t t e r  connec t i on ,  M r .  Ron Cook, of t h e  Colorado 
County Commissioners '  A s s o c i a t i o n ,  informed t h e  committee t h a t  t h e  
Bureau of Land Management had t a k e n  a e r i a l  photographs  and topo- 
g r a p h i c a l  su rveys  o f  i t s  h o l d i n g s  i n  Summit County, b u t  it had 
drawn l o t s  w i t h  no r e l a t i o n  t o  topography.  A s  a r e s u l t ,  some of  
t h e  road  g r a d e s  i n  i t s  s u b d i v i s i o n s  a r e  20 t o  30 p e r  c e n t ,  and one 
road  exceeds  80 p e r  c e n t  i n  g rade .  H e  f e l t  t h a t  t h e  bureau was 
t h e  b i g g e s t  o f f e n d e r  o f  s u b d i v i s i o n  development i n  Summit County. 

M r .  Cook added t h a t  some f a l s e  r e p r e s e n t a t i o n s  made by 
s u b d i v i s i o n  p romote rs  a r e  f a n t a s t i c .  One promoter  o f  a s u b d i v i s i o n  
t h a t  was b l a n k e t e d  w i t h  a  $250,000 mortgage t o l d  h i s  p r o s p e c t i v e  



customers t h a t  t h e  land  was f r e e  of any encumbrances. Moreover, 
t h e r e  i s  a l s o  mis rep resen t3 t ion  a s  t o  t h e  cond i t ion  of t h e  land a s  
w e l l  a s  t o  l and  t i t l e s .  Although a  problem does  e x i s t  wi th  re-
spec t  t o  subd iv i s ion  deve lopers ,  Mr. Cook s a i d  t h a t  t h e  county com- 
miss ioners  a r e  opposed t o  any s t a t e  l e g i s l a t i o n  t h a t  p l aces  u n i l a -  
t e r a l  c o n t r o l  over  subd iv i s ions  w i t h  a  s t a t e  agency c o n s i s t i n g  of 
two o r  t h r e e  men. The commissioners want l o c a l  c o n t r o l ,  s i n c e  
they  know t h e  land ,  b u t  n o t  t h e  subdiv iders .  The s t a t e  can h e l p  
by e x t e n s i v e l y  sea rch ing  t h e  backgrounds of t h e  promoters who apply 
f o r  l i c e n s e s .  

M r .  Ed Northway, r e p r e s e n t i n g  t h e  Home Bulders '  Assoc ia t ion  
o f  Met ropol i tan  Denver, informed t h e  committee t h a t  99 p e r  c e n t  
of t h e  s t a t e ' s  subd iv ide r s  work c l o s e l y  wi th  planning commissions 
and .wi th  f e d e r a l  agenc ies  such a s  t h e  Veterans  Adminis t ra t ion  and 
t h e  Federa l  Housing Author i ty .  There i s ,  however, a  smal l  per-  
centage of deve lopers  who do not  work wi th  t h e s e  agenc ies  o r  wi th  
t h e  a s s o c i a t i o n ,  and one o f  t h e  problems i s  t h a t  t h e  a s s o c i a t i o n  
does no t  know who t h e s e  persons a r e .  M r .  Northway caut ioned  t h e  
committee t h a t  any l e g i s l a t i o n  adopted should n o t  r e s t r i c t  t h e  
freedom of owners of l and  t o  subdiv ide  t h e i r  own proper ty .  

M r .  Ke i th  T. Koske, s e c r e t a r y  of  t h e  S t a t e  Real E s t a t e  Com- 
mission,  s t a t e d  t h a t  h i s  o f f i c e  becomes involved w i t h  i n t e r s t a t e  
a s  w e l l  a s  i n t r a s t a t e  f r a u d s  and t h a t  subd iv i s ion  s a l e s  do p r e s e n t  
a s e r i o u s  problem. P a r t  of  t h e  problem i s  t h a t  any person can 
r e g i s t e r  a s  a subd iv ide r  under t h e  p re sen t  law. Also, when t h e  
l i c e n s i n g  law was amended i n  t h e  1965 s e s s i o n  t o  provide t h a t  only 
one l i c e n s e  i s  needed by a  deve loper ,  t he reby  provid ing  coverage 
t o  a l l  h i s  agen t s  and employees, t h e  amendment d i d  n o t  s p e c i f y  who 
must r e g i s t e r .  Thus, a person who had prev ious ly  been convicted 
of t h e  f r a u d u l e n t  s a l e  of s e c u r i t i e s  a p p l i e d  f o r  a  l i c e n s e  and, 
a l though t h e  commission had no a u t h o r i t y  t o  deny him a  l i c e n s e ,  it 
d i d  s o  a r b i t r a r i l y .  

M r .  Koske suggested t h a t  t h e  s t a t e  should p r o t e c t  p rospec t ive  
owners of subd iv i s ion  l o t s  and it should p r o t e c t  a g a i n s t  i n t e r -  
s t a t e  f r aud .  Subdiv is ion  f r aud  i s  a n a t i o n a l  problem and a  h ighe r
a u t h o r i t y  -- a s t a t e  agency -- must be i n  a  p o s i t i o n  t o  h e l p  t h e  
coun t i e s  i n  t h i s  s t a t e  where they  cannot proceed alone.  

Consumer C r e d i t  Financinq 

Two a s p e c t s  of consumer c r e d i t  f i nanc ing  were s p e c i f i c a l l y
included i n  t h e  s tudy  d i r e c t i v e s  of House J o i n t  Resolut ion No. 
1024, 1965 s e s s i o n  -- d i s c l o s u r e  and amount of i n t e r e s t  r a t e s .  I n  
reviewing t h e s e  m a t t e r s ,  however, t h e  committee agreed t o  cons ide r  
t h e  broader  m a t t e r  of t h e  feasibility of codi fy ing  Colorado 's  
va r ious  consumer loan  and r e t a i l  i n s t a l l m e n t  s a l e s  f i nanc ing  laws 
and t h e  s u b j e c t  of consumer c r e d i t  f i nanc ing  gene ra l ly .  



I 

Authorized Credi t  and Finance Rates i n  Colorado 

Consumer c r e d i t  is  c r e d i t  which r e p r e s e n t s  a l l  sho r t -  and 
intermediate- term c r e d i t  used t o  f i n a n c e  t h e  purchase of  commodi- 
t i e s  and s e r v i c e s  f o r  pe r sona l  consumption o r  t o  r e f inance  d e b t s  
o r i g i n a l l y  incu r red  f o r  such purpose. On t h e  n a t i o n a l  l e v e l ,  con-
sumer c r e d i t ,  as of December 31, 1965, amounted t o  $85,983 m i l l i o n  
most of which was i n  t h e  form of i n s t a l l m e n t  c r e d i t  (78.4 pe r  c e n t  
he ld  by f i n a n c i a l  i n s t i t u t i o n s  (68.8 p e r  c e n t )  and r e t a i l  o u t l e t s  
(9 .6  p e r  c e n t ) . 7  S i m i l a r  s t a t i s t i c a l  da t a  f o r  Colorado a r e  not  
a v a i l a b l e ,  bu t ,  i f  t h e s e  n a t i o n a l  percentages  a l s o  apply t o  Colo- 
rado,  f i g u r e s  f o r  t h i s  s t a t e  would roughly equal :  

I n s t a l l m e n t  Consumer C r e d i t  $664,000,000 
Noninsta l lment  Consumer C r e d i t  182,900,000 

T o t a l  Consumer C r e d i t  	 $846,900,000 

Most of t h i s  i n s t a l l m e n t  c r e d i t  is  r egu la t ed  under s t a t e  law, whi le  
most of t h e  nonins ta l lment  c r e d i t ,  i . e . ,  s ing le -pa  ment l oans  of 
commercial banks 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  'f $68.6 m i l l i o n ) ,  
charge accounts  of  department s t o r e s ;  o t h e r  r e t a i l  o u t l e t s  and 
c r e d i t  c a r d s  ($66.1 m i l l i o n ) ,  and s e r v i c e  c r e d i t  ($48.3 m i l l i o n ) ,  
i s  not  governed by s t a t e  law. 

The ex tens ion  of t h a t  p o r t i o n  of consumer c r e d i t  i n  Colorado 
t h a t  i s  covered by s t a t e  law i s  r e g u l a t e d  under (1 t h e  g e n e r a l  
i n t e r e s t  r a t e  law, ( 2 )  t h e  two consumer loan  laws,$ (3) t h e  indus- 
t r i a l  bank loan  law, ( 4 )  t h e  c r e d i t  union l o a n  law, and (5) t h e  
two i n s t a l l m e n t  s a l e s  law.9 A comparison of t h e s e  lawsf  maximum 
l e g a l  c r e d i t  o r  f i n a n c e  charge r a t e s ,  a long  w i t h  a  b r i e f  d e s c r i p t i o n
of each law 's  scope and t h e  e f f e c t i v e  annual  i n t e r e s t  r a t e s  t h a t  
t h e s e  maximum l e g a l  c r e d i t  o r  f i n a n c e  charge r a t e s  a r e  c a l c u l a t e d  
t o  y i e l d ,  i s  presen ted  i n  Table  11. 

Table  I1 compares t h e  l e g a l  maximum c r e d i t  o r  f i n a n c e  charge 
r a t e s ,  i . e . ,  t h a t  r a t e  which i s  quoted i n  t h e  s t a t u t e s ,  t o  t h e  ex-
t e n t  t h a t  they  can be compared. S ince  Colorado 's  s e v e r a l  maximum 
r a t e s  a r e  s t a t e d  d i f f e r e n t l y  -- e.g. ,  a  p e r  c e n t  p e r  yea r ,  a  per  
c e n t  pe r  month, a per  c e n t  p e r  month of a  p o r t i o n  of t h e  extended 
c r e d i t ,  and a  maximum d o l l a r  amount p e r  each $100 p e r  y e a r  of e i t h e r  

3 .  	 Survey of Cur ren t  Business,  O f f i c e  of Business Economics, United 
S t a t e s  Department of Commerce, Volume 46,  Number 2 (Washington:
Government P r i n t i n g  O f f i c e ,  February,  1966) ,  pp. S-17 & 18. 

8. 	 The Money Lenders Act of 1913, under which l o a n s  i n  excess  of 
$1500 a r e  made, i s  t r e a t e d  i n  t h i s  r e p o r t  as  a consumer loan  
law. 

9 .  	 Colorado has  no usury law. 



a po r t i on  of t h e  extended c r e d i t  o r  t h e  t o t a l  extended c r e d i t  and 
based on t h e  age of t h e  automobile being s o l d  -- and s i n c e  one 
r a t e  ( i n d u s t r i a l  l o a n s )  can be  computed a s  e i t h e r  add-on, d i s coun t ,  
o r  unpaid ba lance ,  one r a t e  ( s m a l l  l o a n s  below $1500) can be com- 
puted a s  e i t h e r  add-on o r  unpaid ba lance ,  t h r e e  r a t e s  ( s imple
i n t e r e s t ,  and t h e  two i n s t a l l m e n t  s a l e s  laws)  must be computed a s  
add-on, and two r a t e s  ( c r e d i t  union l o a n s  and smal l  l o a n s  over 
$1500) must be computed a s  unpaid ba lance ,  a more meaningful com-
pa r i son  of t h e s e  l e g a l  maximum r a t e s  can be made i f  t h e s e  r a t e s  a r e  
app l i ed  t o  a l oan  o f ,  say $1,200 t h a t  must be r e p a i d  i n  one y e a r  
i n  twelve equa l  and consecut ive  i n s t a l l m e n t s ,  and t h e  amounts of 
c r e d i t  d o l l a r s  a r e  compared. Even more meaningful i s  t h e  e f f e c t i v e  
annual  c r e d i t  r a t e s  of t h e s e  l e g a l  maximum r a t e s  on t h e  same 
hypo the t i ca l  loan .  

The e f f e c t i v e  annual  c r e d i t  r a t e  i n  Table  11 i s  t h e  approxi-  
mate s imple  annua l  i n t e r e s t  r a t e  and would equa l  t h e  quoted r a t e  i f  
t h e  l oan  were a one-year,  single-payment loan.  However, t h e  e f -  
f e c t i v e  annual  r a t e  w i l l  always be h i g h e r  t h a n  t h e  quoted r a t e  i f  
t h e  l oan  i s  an i n s t a l l m e n t  l oan  s i n c e  t h e  borrower o r  buyer pays a  
charge based on a c a l c u l a t i o n  t h a t  100 p e r  c e n t  of t h e  p r i n c i p a l  
w i l l  be a v a i l a b l e  t o  him u n t i l  t h e  m a t u r i t y  d a t e ,  which i s  n o t  t h e  
case .  I n  an i n s t a l l m e n t  s i t u a t i o n ,  t h e  borrower o r  buyer pays f o r  
t h e  use  of t h e  p r i n c i p a l  f o r ,  say ,  one yea r ,  whi le  i n  f a c t  he has  
only  12/12ths of t h e  p r i n c i p a l  f o r  t h e  f i r s t  month, 11/12ths of  t h e  
p r i n c i p a l  f o r  t h e  second month, 10/12ths of t h e  p r i n c i p a l  f o r  t h e  
t h i r d  month, e t c .  The e f f e c t i v e  annual  c r e d i t  r a t e  i s  a r a t e  i n t o  
which a l l  quoted r a t e s ,  i . e . ,  add-on, d i s coun t ,  and unpaid balance 
r a t e s ,  can be conver ted and t h e n  compared. 

However, even t h i s  comparison of e f f e c t i v e  r a t e s  has  l i m i t a -  
t i o n s  because two of t h e  seven Colorado laws r e q u i r e  d i f f e r e n t  
r a t e s  t o  be a p p l i e d  t o  d i f f e r e n t  p o r t i o n s  of t h e  t o t a l  amount of 
t h e  extended c r e d i t ,  e.g.,  t h r e e  p e r  c e n t  pe r  month upon t h e  f i r s t  
$300, 1.5 p e r  c e n t  p e r  month on t h a t  p o r t i o n  between $300 and $500, 
and one p e r  c e n t  pe r  month on t h a t  p o r t i o n  of t h e  extended c r e d i t  
exceeding $500. Consequently,  whi le  t h e  e f f e c t i v e  annual  r a t e s  of 
some l e g a l  maximum r a t e s  w i l l  no t  i n c r e a s e  o r  decrease  i f  t h e  
amount of t h e  l oan  i s  inc reased  o r  decreased ,  e f f e c t i v e  annual  r a t e s  
of two l e g a l  maximum r a t e s ,  t h o s e  of t h e  Pe r sona l  P rope r ty  I n s t a l l -  
ment S a l e s  Act and t h e  Consumer Finance Act, a r e  a f f e c t e d  by t h e  
amount of t h e  c r e d i t  extended.  For example, applying t h e  l e g a l  
maximum r a t e  of t h e  Consumer Finance Act upon a  1 2  monthly-and- 
consecu t ive - in s t a l lmen t s  l oan  of $1,200 y i e l d s  an approximate e f -  
f e c t i v e  annual  r a t e  of 23.5 p e r  cen t .  I f  t h e  loan  were reduced t o  
$500, t h e  approximate e f f e c t i v e  annual  i n t e r e s t  r a t e  would i n c r e a s e  
t o  31.7 p e r  cen t .  The e f f e c t i v e  annual  r a t e  f o r  a  one-year $1200 
i n s t a l l m e n t  loan  o r  s a l e  under Colorado 's  seven c r e d i t  and f i n a n c e  
charge r a t e  laws v a r i e s  from 11.1 p e r  c e n t  ( t h e  g e n e r a l  i n t e r e s t  
s t a t u t e )  t o  31.4 p e r  c e n t  ( t h e  r e t a i l  motor v e h i c l e  i n s t a l l m e n t  
s a l e s  a c t ) .  

The e f f e c t i v e  annual  r a t e s  p resen ted  i n  Table  11 a r e  approxi-  
mately minimum charges  s i n c e  they  a r e  computed on a  p r i n c i p a l  t h a t  



has not  been i n c r e a s e d  by t h e  a d d i t i o n  of f i l i n g  and r e c o r d i n g  
fees, c r e d i t  i n s u r a n c e  premiums, t i t l e  a b s t r a c t  fees, etc.  Except  
f o r  t h e  money l e n d e r ' s  a c t ,  e a c h  o f  t h e  seven  l aws  p e r m i t s  t h e  ad- 
d i t i o n  of v a r i o u s  fees and c o s t s  i n c u r r e d  i n  t h e  making o f  l o a n s  
t o  t h e  borrower.  

E v o l u t i o n  of Consumer C r e d i t  and F inance  Laws 

The h i s t o r y  o f  C o l o r a d o ' s  consumer -c red i t  l aws  a p p e a r s  t o  be  
i n  harmony w i t h  what one a u t h o r  h a s  s t a t e d  a b o u t  consumer-credi t  
laws o f  a l l  t h e  s t a t e s :  

Enactment of  l e g i s l a t i o n  r e l a t i n g  t o  c r e d i t  a r r a n g e -  
ments  h a s  n o t  f o l l o w e d  t h e  p a t t e r n  of  e x p a n s i o n  of 
t h e  market .  R e g u l a t i o n  h a s  been d e v i s e d  on a n  a d  
hoc b a s i s  t o  t a k e  c a r e  of problems and a b u s e s  o r  t o  
c l a r i f y  r e l a t i o n s h i p s  a s  t h e  need f o r  such  r e g u l a -  
t i o n  became a p p a r e n t ,  a s  i n  t h e  c a s e  o f  s m a l l  l o a n s  
and r e t a i l  i n s t a l l m e n t  s a l e s  d e s c r i b e d  above. Var i -
o u s  p i e c e s  of  l e g i s l a t i o n  were i n i t i a l l y  r e s t r i c t e d  
i n  t h e i r  a p p l i c a t i o n  t o  p a r t i c u l a r  i n s t i t u t i o n s  
(e .g . ,  i n d u s t r i a l  l o a n  l a w s ) ,  t o  s p e c i f i c  a r r a n g e -  
ments  o f f e r e d  by p a r t i c u l a r  i n s t i t u t i o n s  (e .g . ,  i n -
s t a l l m e n t  l o a n s  by b a n k s ) ,  o r  by t h e  c h a r a c t e r i s t i c s  
of t h e  cus tomers  s e r v i c e d  ( e . g . ,  s m a l l  l o a n  l aws) .  
Although such  l e g i s l a t i o n  was amended from t ime  t o  
t i m e  f o r  t h e  purpose  of u p d a t i n g ,  i t  n e v e r t h e l e s s  
c o n t i n u e d  t o  remain s p e c i a l i z e d  t o  a  p a r t i c u l a r  
i n s t i t u t i o n ,  a r rangement ,  o r  c l a s s  of  consumer. I n  
t h e  same p e r i o d ,  consumer c r e d i t  expanded, t h e  
t y p e s  of a r rangements  o f f e r e d  began t o  o v e r l a p  i n  
purpose  and f u n c t i o n ,  and t h e  once  s h a r p  d i v i s i o n s  
among t y p e s  of  consumers s e r v i c e d  by p a r t i c u l a r  
i n s t i t u t i o n s  became b l u r r e d .  Consumer c r e d i t ,  a s  an  
i n s t i t u t i o n ,  t h u s  evolved a s  a  r e s u l t  of i n d i v i d u a l  
expans ion  of s e p a r a t e  o r g a n i z a t i o n s  engaged i n  o f -  
f e r i n g  a v a r i e t y  of  consumer c r e d i t  a r rangements  s o  
t h a t  t h e  s e r v i c e s  of  such  o r g a n i z a t i o n s  e v e n t u a l l y  
impinged upon e a c h  o t h e r  i n  such  a way a s  t o  form a  
network o r  a g g r e g a t i o n  of consumer c r e d i t  s e r v i c e s  
which c o u l d  be i d e n t i f i e d  g e n e r i c a l l y  a s  t h e  consu-
mer c r e d i t  market .  On t h e  o t h e r  hand, t h e  i n i t i a l  
c o m p a r t m e n t a l i z a t i o n  of consumer c r e d i t  h a s  r e -
mained l a r g e l y  unchanged, a l t h o u g h  t h e  c o n t e n t  of  
r e g u l a t i o n  w i t h i n  s p e c i f i c  c a t e g o r i e s  h a s  been 
r e v i s e d  from t i m e  t o  t ime .  10 
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On t h e  n a t i o n a l  level ,  t h e  N a t i o n a l  Confe rence  of Commis-
s i o n e r s  of Uniform S t a t e  Laws began a s t u d y  i n  1964 o f  t h e  e n t i r e  
f i e l d  o f  consumer c r e d i t  f o r  t h e  purpose  o f  d r a f t i n g  comprehensive 
un i fo rm o r  model s t a t e  l e g i s l a t i o n .  I n  t h e  words o f  one  of  t h e  
s t u d y ' s  a d v o c a t e s ,  a r e e x a m i n a t i o n  and r e a p p r a i s a l  i s  needed f o r  
s e v e r a l  r e a s o n s :  

1. 	 L e g i s l a t i v e  r e g u l a t i o n  of  consumer c r e d i t ,  
w h e t h e r  by l e n d e r s  o r  by vendors ,  i s  no l o n g e r  
e x p e r i m e n t a l ;  consumer c r e d i t  l aws  have been on 
t h e  s t a t u t e  books l o n g  enough t o  w a r r a n t  r e e x -
a m i n a t i o n  and r e a p p r a i s a l  i n  t h e  l i g h t  of t o -
d a y ' s  c o n d i t i o n s  and tomorrow's  p r o s p e c t s ;  

2. 	 G r a n t o r s  of  consumer c r e d i t  a r e  d i v e r s i f y i n g  
t h e i r  f i e l d s  of a c t i v i t y  and becoming more and 
more a l i k e ;  t h e i r  o p e r a t i n g  c o s t s  and, u l t i -
m a t e l y ,  t h e i r  c h a r g e s  t o  consumers w i l l  be  
minimized by a p p l y i n g  t h e  same r u l e s  t o  t h e  
d i f f e r e n t ,  y e t  s i m i l a r ,  t y p e s  of  consumer 
c r e d i t  t h e y  e x t e n d ;  

3. 	 Some s t a t e  c o u r t  d e c i s i o n s  t h r e a t e n  l e g a l  
f o u n d a t i o n s  of t h e  consumer c r e d i t  i n d u s t r y ;  
and 

4.  	 S e n a t o r  Douglas '  s o - c a l l e d  " t r u t h  i n  l e n d i n g "  
b i l l  and i t s  companion House measures  i n  t h e  
8 8 t h  Congress  t h r e a t e n  f e d e r a l  i n v a s i o n  of 
s t a t e  r e g u l a t i o n  of consumer c r e d i t .  11 

C u r r a n ,  i n  h e r  s t u d y  of  t h e  consumer c r e d i t  l aws  of  t h e  50 
s t a t e s  and Washington, D. C., d i v i d e d  t h e  consumer c r e d i t  l aws  
i n t o  c r e d i t - p r o c e s s  and n o n c r e d i t - p r o c e s s  c l a s s i f i c a t i o n s ,  and sub- 
c l a s s i f i e d  t h e  f o r m e r  i n t o  f i v e  c a t e g o r i e s  o r  c r e d i t - p r o c e s s  
phases :  p r e n e g o t i a t i o n ,  n e g o t i a t i o n ,  f o r m a l i z a t i o n ,  performance,  
and t e r m i n a t i o n .  Her d e s c r i p t i o n  of e a c h  p h a s e ' s  r e g u l a t i o n s  and 
l e g a l  p r e s c r i p t i o n s  of  t h e  many s t a t e  l aws  a l s o  a p p l i e s  t o  Colo- 
r a d o ' s  consumer -c red i t  laws:  

R e g u l a t i o n  of  t h e  p r e n e g o t i a t i n g  phase  t a k e s  t h e  
form of p r e s c r i p t i o n s  d e a l i n g  w i t h  a d v e r t i s i n g  used  
o r  o t h e r  p u b l i c  s t a t e m e n t s  made by c r e d i t  i n s t i t u -  
t i o n s .  It may be  r e c a l l e d  t h a t  c r e d i t  i n s t i t u t i o n s  
a r e  o f t e n  p r o h i b i t e d  f rom u s i n g  m i s l e a d i n g  f o r  f a l s e  

1 .  	A l f r e d  A.  Buerger ,  "The Uniform Law Commissioners '  Consumer 
C r e d i t  P r o j e c t  ,It Q u a r t e r l y  R e p o r t ,  Volume 19 ( S p r i n g ,  1965) .  
pp. 46-47. 



a d v e r t i s i n g  r e l a t i n g  t o  t h e  na ture  o r  c o s t  of c r e d i t  
a r rangements .  I n  a d d i t i o n ,  c r e d i t  i n s t i t u t i o n s  may 
be  r e q u i r e d  t o  p o s t  i n f o r m a t i o n  i n  p l a c e s  of b u s i -
n e s s  showing b o t h  t h e  c o s t  of c r e d i t  a v a i l a b l e  and 
t h e  i n s t i t u t i o n ' s  competence t o  engage i n  e x t e n d i n g  
such  c r e d i t .  

S e v e r a l  a s p e c t s  of  t h e  n e g o t i a t i n g  phase  a r e  regu- 
l a t e d  by s t a t u t e .  The competence of t h e  c r e d i t  
i n s t i t u t i o n  t o  p a r t i c i p a t e  i n  t h e  b u s i n e s s  of  ex-
t e n d i n g  p a r t i c u l a r  t y p e s  of c r e d i t  o r  t o  engage i n  
e x t e n d i n g  c r e d i t  a t  p a r t i c u l a r  l o c a t i o n s  may be 
r e s t r i c t e d  o r  s u p e r v i s e d  under  l i c e n s i n g  p r o v i s i o n s .  
To i n s u r e  a d e q u a t e  exchange and d i s c l o s u r e  of i n -
f o r m a t i o n  r e l e v a n t  t o  t h e  n a t u r e  and scope a s  w e l l  
a s  t o  t h e  c o s t  of  t h e  c r e d i t  a r rangement  b e i n g  
n e g o t i a t e d ,  s t a t u t e s  may r e q u i r e  t h e  c r e d i t  i n s t i -  
t u t i o n  t o  g i v e  a w r i t t e n  s t a t e m e n t  t o  a p r o s p e c t i v e  
o b l i g o r  a t  t h e  time t h a t  t h e  c r e d i t  a r rangement  i s  
a b o u t  t o  be  f o r m a l i z e d  d e s c r i b i n g  s i g n i f i c a n t  
t e r m s  of  t h e  ar rangement .  P robab ly  t h e  most ex-
t e n s i v e  r e g u l a t i o n s  r e l a t e  t o  t h e  a u t h o r i z e d  t e rms  
of consumer c r e d i t  a r rangements  under  n e g o t i a t i o n .  
R e g u l a t i o n  of t e r m s  of  consumer c r e d i t  a r rangements  
i n c l u d e s  t h e  e s t a b l i s h m e n t  of maximum a l l o w a b l e  
c r e d i t  o r  f i n a n c e  c h a r g e s ,  maximum a u t h o r i z e d  dur-  
a t i o n  of a r rangements ,  and maximum p r i n c i p a l  amount 
p e r m i t t e d .  S t a t u t o r y  p r o v i s i o n s  r e g u l a t i n g  maxi- 
mum c h a r g e s  g e n e r a l l y  a u t h o r i z e  t h e  t a k i n g  of 
s p e c i a l  a d d i t i o n a l  c h a r g e s ,  i n c l u d i n g  o f f i c i a l  
f i l i n g  and r e c o r d i n g  f e e s  and i n s u r a n c e  c h a r g e s .  
T h e p e r i o d  and amount of i n s t a l l m e n t  payments t o  
be schedu led  under  t h e  ar rangement  a r e  o f t e n  regu- 
l a t e d .  The n a t u r e ,  t y p e ,  and amount of c o l l a t e r a l  
t a k e n  t o  s e c u r e  t h ~  c r e d i t  i n s t i t u t i o n ' s  i n t e r e s t  
i n  t h e  c o n t r a c t  may be s u b j e c t  t o  r e s t r i c t i o n s .  
For  example,  t h e  t a k i n g  of an ass ignment  of  f u t u r e  
wages o r  power o f  a t t o r n e y  t o  c o n f e s s  judgment o r  
a p p e a r  f o r  t h e  o b l i g o r  i n  l e g a l  p roceed ings  may be 
p r o h i b i t e d  o r  l i m i t e d .  D i s t i n c t i o n s  may be  made 
between t h e  p e r m i s s i b i l i t y  of t a k i n g  a s e c u r i t y  
i n t e r e s t  i n  r e a l  o r  i n  p e r s o n a l  p r o p e r t y .  V a r i o u s  
a c t i o n s ,  such  a s  a r b i t r a r y  a c c e l e r a t i o n  of  t h e  un-
p a i d  b a l a n c e ,  waiving of t h e  o b l i g o r ' s  d e f e n s e s  o r  
c l a i m s  a g a i n s t  t h e  o b l i g e e  o r  h i s  s u c c e s s o r  i n  
i n t e r e s t ,  o r  o t h e r w i s e  l i m i t i n g  t h e  o b l i g o r ' s  
a b i l i t y  t o  e n f o r c e  r i g h t s  a c c r u i n g  t o  him under  
t h e  ar rangement  o r  e n l a r g i n g  t h e  o b l i g e e ' s  reme-
d i e s ,  may a l s o  be  p r o h i b i t e d .  

The f o r m a t  and s t y l e  of i n s t r u m e n t s  e v i d e n c i n g  
consumer c r e d i t  a r rangements  n e g o t i a t e d  may be 
s p e c i f i e d  i n  l e g i s l a t i o n  r e l a t i n g  t o  t h e  f o r m a l i z -  
i n g  phase  of t h e  consumer c r e d i t  p r o c e s s .  I n  



r e g u l a t i n g  f o r m a t  and s t y l e ,  s t a t u t e s  p r e s c r i b e  i n  
r e s p e c t  t o  t y p e  s i z e ,  h e a d i n g s ,  n o t i c e s ,  and g e n e r a l  
i n f o r m a t i o n  t o  be i n c l u d e d  i n  t h e  c o n t r a c t .  Empha-
sis i s  g e n e r a l l y  p l a c e d  on t h o s e  items r e l a t i n g  t o  
t h e  c o s t  of  c r e d i t .  P r e s c r i p t i o n s  r e l a t i n g  t o  t h e  
e x e c u t i o n  of  fo rmal  c o n t r a c t  forms r e q u i r e  t h a t  
s u c h  documents be e x e c u t e d  by b o t h  p a r t i e s ,  o r  a t  
l e a s t  by t h e  p a r t y  t o  be  c h a r g e d ,  and t h a t ,  a t  t h e  
t i m e  o f  e x e c u t i o n ,  no b l a n k  s p a c e s  a p p e a r  i n  such 
i n s t r u m e n t s .  D e l i v e r y  of  c o p i e s  o f  p r o p e r l y  exe-
c u t e d  i n s t r u m e n t s  t o  t h e  o b l i g o r  a t  a b o u t  t h e  time 
o f  e x e c u t i o n  i s  u s u a l l y  r e q u i r e d .  I f  t h e  c o s t  o f  
i n s u r a n c e  i s  t o  b e  assumed by t h e  o b l i g o r ,  t h e  con- 
t r a c t  must c l e a r l y  show t h a t  t o  be  t h e  c a s e ,  and 
c o p i e s  o f  documents d e s c r i b i n g  i n s u r a n c e  coverage  
may be r e q u i r e d  t o  be  d e l i v e r e d  t o  t h e  o b l i g o r  by a  
s p e c i f i e d  t ime.  The s i g n i f i c a n c e  of  acknowledgement 
by t h e  o b l i g o r  of  d e l i v e r y  of p r o p e r l y  execu ted  
forms may a l s o  be s p e l l e d  o u t  i n  s t a t u t o r y  p r o v i s i o n s .  
A t  t h e  t i m e  o f  d e l i v e r y  of t h e  f o r m a l  documents,  t h e  
o b l i g e e  may a l s o  be  r e q u i r e d  t o  d e l i v e r  a  s t a t e m e n t  
d e s c r i b i n g  i n  s i m p l e  t e r m s  t h e  m a t u r e  of  t h e  o b l i g a -  
t i o n  under taken .  

A f t e r  t h e  ar rangement  i s  e x e c u t e d ,  t h e  o b l i g o r ' s  
r e s p o n s i b i l i t y  i s  t h a t  of  making i n s t a l l m e n t  payments 
a s  schedu led .  R e c e i p t s  f o r  payment, p a r t i c u l a r l y  i f  
made i n  c a s h ,  may be r e q u i r e d .  Refunds of  unearned 
c h a r g e s  a r e  r e q u i r e d  i n  some c a s e s  f o r  payment of 
i n s t a l l m e n t s  i n  advance  of  schedu led  due d a t e s .  I f  
t h e  o b l i g o r  i s  t a r d y  i n  makin'g payments,  s t a t u t e s  
which s p e c i f y  maximum c r e d i t  o r  f i n a n c e  c h a r g e s  au- 
t h o r i z e  t h e  a s s e s s m e n t  of  d e l i n q u e n c y  f e e s  s u b j e c t  t o  
s p e c i f i e d  maximums, o r  t h e  t a k i n g  of  reimbursement  
f o r  expenses  i n c u r r e d  by t h e  o b l i g e e  i n  c o n n e c t i o n  
w i t h  c o l l e c t i o n  o r  enforcement  of  payment p r o v i s i o n s  
of  t h e  c o n t r a c t .  

Many s t a t u t e s  a l s o  a u t h o r i z e  a d d i t i o n a l  f e e s  f o r  de- 
f e r r a l ,  when p e r m i t t e d  by t h e  o b l i g e e ,  o f  one o r  
more i n s t a l l m e n t  payments beyond t h e  s c h e d u l e d  due  
d a t e  of such i n s t a l l m e n t s .  R e s t r i c t i o n s  may b e  i m -
posed on t h e  o b l i g e e  i n  r e s p e c t  t o  t h i r d  p a r t i e s  t o  
whom he may t r a n s f e r  t h e  c o n t i n u i n g  ar rangement .  
F o r  example, o n l y  o r g a n i z a t i o n s  l i c e n s e d  under  a p p l i -  
c a b l e  s t a t u t e s  may be competent  t o  purchase  o r  o t h e r -  
wise a c q u i r e  such  c o n t r a c t s .  

Termina t ion  of  a r rangements  t h r o u g h  prepayment i n  
f u l l  i s  a l m o s t  u n i v e r s a l l y  r e g u l a t e d  t o  t h e  e x t e n t  
t h a t  t h e  o b l i g e e  i s  r e q u i r e d  t o  a c c e p t  t e n d e r  of 
such  payment i n  advance and,  whenever he a c c e p t s  such  
t e n d e r ,  whe the r  o r  n o t  r e q u i r e d  t o  do s o ,  he must 
make a  r e f u n d  o f  unearned c h a r g e s .  Such r e f u n d s  a r e  



g e n e r a l l y  c a l c u l a t e d  on t h e  b a s i s  of  t h e  Rule of  78. 
Terminat ion of arrangements  by way of r e f i n a n c i n g ,  o r  
c o n s o l i d a t i o n  of a s e r i e s  of  arrangements,  i s  a l s o  
r egu la t ed .  I n  many c a s e s ,  such c o n t r a c t s  a r e  t r e a t e d  
a s  though they  have been p repa id  i n  f u l l  a s  of  t h e  
d a t e  of  r e f i n a n c i n g  o r  conso l ida t ion .  Rece ip t s  f o r  
payment i n  f u l l  and c a n c e l a t i o n  of  documents evidenc- 
ing  any s e c u r i t y  i n t e r e s t  he ld  by t h e  o b l i g e e  i s  
almost  always r equ i r ed .  

Sanc t ions  a r e  imposed f o r  v i o l a t i o n s  of s t a t u t o r y
p r e s c r i p t i o n s .  Sanc t ions  may be r ep re sen ted  by re-
voca t ion  o r  s u s ~ e n s i o n  of l i c e n s e  where a  l i c e n s e  i s  
p r e r e q u i s i t e  t o '  engaging i n  c e r t a i n  t y p e s  of  a c t i v i t y .  
P r o h i b i t e d  p r o v i s i o n s  o r  unauthor ized c o n t r a c t  terms 
and c o n d i t i o n s  may be des igna t ed  a s  unenforceable  i f  
inc luded  i n  c o n t r a c t s  c o n t r a r y  t o  s t a t u t o r y  p r e s c r i p -  
t i o n s .  The i n c l u s i o n  of such te rms  may n o t  o the r -  
wise a f f e c t  t h e  v a l i d i t y  of t h e  c o n t r a c t .  Under some 
a c t s ,  v i o l a t i o n  of c e r t a i n  p rov i s ions ,  such a s  t h e  
maximum charge  p r o v i s i o n s ,  may ope ra t e  t o  make t h e  
e n t i r e  c o n t r a c t  unenforceab le  by t h e  o b l i g e e  o r  h i s  
succes so r  i n  i n t e r e s t .  Many a c t s ,  however, provide 
f o r  f o r f e i t u r e  of on ly  t h e  c r e d i t  o r  f i n a n c e  charge 
o r  m u l t i p l e  t he reo f  f o r  v i o l a t i o n  of t h e  maximum charge 
o r  o t h e r  provis. ions of t h e  a p p l i c a b l e  a c t .  Cr imina l  
p e n a l t i e s  ranging  from nominal t o  s u b s t a n t i a l  f i n e s  and 
imprisonment may be imposed f o r  v i o l a t i o n  of  s t a t u t o r y
p rov i s ions  . l 2  

Summary of Four Colorado Consumer C r e d i t  Financinq Laws 

I n  a d d i t i o n  t o  t h e  i n d u s t r i a l  bank law,13 consumer c r e d i t  
f i n a n c i n g  i n  Colorado i s  g e n e r a l l y  governed by t h e  p rov i s ions  of 
f o u r  laws -- t h e  Consumer Finance Act of  1965, t h e  Money Lenders 
Act of  1913, t h e  R e t a i l  Motor Vehic le  I n s t a l l m e n t  S a l e s  Act of  
1951, and t h e  Pe r sona l  P rope r ty  I n s t a l l m e n t  S a l e s  Act of 1959. 
A l l  of t h e s e  laws a r e  under t h e  a d m i n i s t r a t i o n  of t h e  S t a t e  Bank 
Commissioner. 

Consumer Finance Act of 1955. Colorado 's  smal l  l oan  law, 
apply ing  t o  l o a n s  of $300 o r  l e s s ,  was r e v i s e d  i n  1955 t o  provide 

12. 	 Curran,  =.G.,pp. 132-133. 
13. 	 The p r o v i s i o n s  of t h e  i n d u s t r i a l  bank law were s u b s t a n t i a l l y  r e -  

w r i t t e n  i n  t h e  1965 s e s s i o n  and were n o t  inc luded  i n  t h e  com- 
m i t t e e ' s  i n i t i a l  c o n s i d e r a t i o n  i n  1965 and 1966 a s  t o  t h e  
f e a s i b i l i t y  of cod i fy ing  Colorado 's  consumer c r e d i t  laws. 



f o r  t h e  l i c e n s i n g  of persons  making l o a n s  of $1500 o r  less a t  
charges  exceeding 1 2  p e r  c e n t  p e r  year.14 Exempted from t h e  pro- 
v i s i o n s  of t h i s  a c t  a r e  banks, t r u s t  companies, sav ings  banks, 
i n d u s t r i a l  banks, s av ings  and l o a n  a s s o c i a t i o n s ,  and c r e d i t  
unions ,  and none of t h e s e  i n s t i t u t i o n s  may o b t a i n  a l i c e n s e  a s  a 
consumer f i n a n c e  company. 

The 1955 a c t  a u t h o r i z e s  t h e  fo l lowing  maximum r a t e s  of  
charge:  t h r e e  p e r  c e n t  pe r  month on t h e  f i r s t  $300 of t h e  loan ;  
one and one-half  pe r  c e n t  pe r  month on t h a t  p a r t  of t h e  loan  i n  
excess  of $300 and n o t  exceeding $500; and one p e r  c e n t  p e r  month 
on t h a t  p a r t  of t h e  l o a n  exceeding $500 b u t  n o t  exceeding $1500. 
These l o a n s  may be  made on a p e r  c e n t  p e r  month b a s i s  o r  charges  
may be p r e c a l c u l a t e d .  A p e n a l t y  assessment  may be  l e v i e d  by t h e  
l e n d e r  of no t  t o  exceed two p e r  c e n t  p e r  month of t h e  amount i n  
a r r e a r s .  

I f  a l o a n  is  prepa id  by cash ,  renewal,  o r  r e f i n a n c i n g  w i t h i n  
60  days from t h e  d a t e  t h e  l o a n  was made, t h e  charge  must be based 
on a pe r  c e n t  p e r  month r a t e  on t h e  a c t u a l  unpaid p r i n c i p a l  balance 
f o r  t h e  a c t u a l  t ime  ou t s t and ing .  I f  such a l o a n  i s  prepaid  a f t e r  
60  days ,  t h e  Rule of 7 8 t h s  may be used t o  compute t h e  charges .  

Lawful f e e s  a c t u a l l y  pa id  o u t  by t h e  l e n d e r  t o  a b s t r a c t i n g  
companies, p u b l i c  o f f i c e s  f o r  f i l i n g  and r eco rd ing ,  e t c . ,  may be 
c o l l e c t e d  from t h e  borrower o r  t h e y  may be included i n  t h e  loan.  
I n  t h e  event  of a s u i t  on a l oan ,  t h e  c o u r t  may a l l o w  a reasonable  
a t t o r n e y ' s  f e e  t o  t h e  l e n d e r ,  t o g e t h e r  w i th  c o s t s  expended t h e r e i n .  
On a f o r e c l o s u r e  of a t r u s t  deed th rough  a p u b l i c  t r u s t e e ,  c o s t s  
of t h e  f o r e c l o s u r e  and a r ea sonab le  a t t o r n e y ' s  f e e  a r e  permit ted.  

Only one l o a n  by any one l i c e n s e e  i s  pe rmi t t ed  t o  any 
borrower,  and assignment of wages, s a l a r i e s ,  commissions, o r  corn-. 
pensa t ion  f o r  s e r v i c e s  rendered may n o t  be t a k e n  t o  s ecu re  any 
l o a n  under  t h i s 1 9 5 5  a c t .  Where a l i c e n s e e  makes excess  charges  
on a l o a n ,  t h e  l i c e n s e e  f o r f e i t s a l l  charges  under  t h e  a c t  and, 
i n  a d d i t i o n ,  a f i n e  of $500 may be  imposed a g a i n s t  t h e  o f f i c e r s  
o r  employees who p a r t i c i p a t e  i n  t h e  v i o l a t i o n .  

S ince  1955, when t h e  a c t  was adopted,  consumer f i n a n c e  
l o a n s  i n  Colorado have inc reased  from $26,559,377 t o  $95,522,459 
i n  1965, and t h e  number of  l i c e n s e e s  i nc reased  from 266 t o  423, a s  
may be noted i n  Table  111. For  t h e  15-year  per iod  covered by t h e  
in format ion  i n  t h i s  t a b l e ,  n o t  on ly  d i d  t h e  t o t a l  amount of l o a n s  
i n c r e a s e  g r e a t l y  b u t  t h e  average  loan  made r o s e  from $119 i n  1951 
t o  $490 i n  1965. 

14. 	 Appendix A c o n t a i n s  a summary comparison of t h e  Seventh D r a f t  
(1942) of t h e  Uniform Small  Loan Law wi th  t h e  1943 Colorado 
Small  Loan Law and t h e  1955 Colorado Consumer Finance Act. , 



Table  I11 

NUMBER OF COMPANIES LICENSED UNDER CONSUMER FINANCE ACT AND TOTAL ASSETS, LOANS OUTSTANDING 

MADE UNDER THE PROVISIONS OF THE ACT, LOANS OUTSTANDING NOT COVERED 

BY THE PROVISIONS OF THE ACT AS OF DECEMBER 31 EACH YEAR, 1951-1965 


Loans Outstandinq a s  of December .31 

Loans, D i s c o u n t s ,  


Number of T o t a l  Number of Amount of  E t c . , 
-Year Licensees  Assets CFA Loans CFA Loans O the r  Than CFA 

1951 


1952 


1953 


1954 


I 1955 

I-' 
9 1956

0 

I 
 1957 


1958 


1959 


I n  May of 1952 t h e  Supreme Court  r u l e d  t h a t  t h e  Money Lenders Act of 1913 had no t  been r epea l ed .  

I n t e r e s t  r a t e s  i n  yea r s  1954 and e a r l i e r  under t h e  Small  Loan Law were p e r  month on the unpaid  b a l a n c e  n o t  

i n  excess  of $150, and p e r  month on any remainder of t h e  unpaid p r i n c i p a l  balance,  t h e  maximum l o a n  permi t -  

t e d  being $300. 

The Consumer Finance Act became e f f e c t i v e  on June 1, 1955; a l l  l i c e n s e e s  ope ra t ed  under t h e  p r o v i s i o n s  of t h e  

Small Loan Law p r i o r  t o  t h a t  d a t e .  

During t h e  y e a r s  1956 through 1965, i n t e r e s t  r a t e s  under  t h e  Consumer Finance Act were 3$ p e r  month on t h a t  

p a r t  of t h e  p r i n c i p a l  n o t  exceeding $300; 1%on t h a t  p a r t  o f  t h e  loan  i n  exces s  of $300 and n o t  exceed ing  $500; 

1%p e r  month on t h a t  p a r t  of t h e  l oan  exceeding $500 and no t  exceeding $1,500, which is t h e  maximum l o a n  permi t -  

t ed .  




Table I11 
(continued) 

Loans Outstandinq a s  o f  December 31 
Loans, Discounts,

Number of Total Number of Amount of Etc . ,  
Year Licensees Assets CFA Loans CFA Loans Other Than CFA 

1960 345 


1961 343 


1962 350 


1963 383 


1964 401 


Table Prepared by Colorado 
State Banking Department 



Money Lenders Act of 1913. The money l e n d e r s  a c t  r e g u l a t e s  
l o a n s  i n  exces s  of $1500 where t h e  r a t e  of  charge i s  g r e a t e r  t h a n  
12 p e r  c e n t  p e r  yea r .  Under t h i s  a c t ,  t h e  maximum r a t e  of charge  
is  two e r  c e n t  p e r  month on t h e  unpaid p r i n c i p a l  ba lance  and no 
o t h e r  c Ra r g e s  a r e  pe rmi t t ed  such  a s  f o r  r eco rd ing  f e e s ,  acknowledg- 
ment f e e s ,  commissions, b rokerage  f e e s ,  e t c .  However, a t t o r n e y ' s  
f e e s  and c o s t s  a r e  permi t ted  i n  t h e  even t  of f o r e c l o s u r e  of  t h e  
s e c u r i t y .  

I n  t h e  e v e n t  of overcharges ,  t r e b l e  damages a r e  permi t ted  
t o  be  recovered by t h e  borrower of  t h e  amount above t h e  r a t e  au- 
t h o r i z e d  by law, and v i o l a t i o n s  of t h i s  a c t  a r e  s u b j e c t  t o  a 
pena l ty  f i n e  of n o t  less t h a n  $25 n o r  more t h a n  $500. The c o u r t s  
have i n t e r p r e t e d  t h i s  law t o  mean t h a t  any person making a l oan ,  
i f  t h e  r a t e  exceeds  one p e r  c e n t  p e r  month, i s  s u b j e c t  t o  i t s  pro-
v i s i o n s  even though t h e  person i s  n o t  engaged i n  t h e  l oan  bus iness .  

L icensees  under  t h e  money l e n d e r s  a c t  a r e  n o t  r e q u i r e d  t o  
f i l e  annual  r e p o r t s  s o  t h a t  no in fo rma t ion  i s  a v a i l a b l e  a s  t o  t h e  
s i z e  o r  t h e  number of l o a n s  made by l i censees . .  The on ly  f i g u r e s  
a v a i l a b l e  a r e  t h e  number of l i c e n s e s  i s s u e d ,  a s  fo l lows:  

Number of 
Year  L icenses  

R e t a i l  Motor Veh ic l e  I n s t a l l m e n t  S a l e s  Act. Th i s  a c t  was 
adopted i n  1951  wi th  t h e  primary purpose,  accord ing  t o  t h e  s t a t e  
banking depar tment ,  t o  r e q u i r e  a d i s c l o s u r e  s t a t emen t  of t h e  de- 
t a i l s  of  a purchase  of a motor v e h i c l e  t o  t h e  buyer ,  t o  r e q u i r e  re-
funds  i n  t h e  even t  of prepayment, and t o  e s t a b l i s h  maximum r a t e s  
of  charges  based on t h e  age of  a motor v e h i c l e ,  a s  fol lows:  

C l a s s  1 --	 Any new motor v e h i c l e  des igna t ed  by t h e  manu- 
f a c t u r e r  by a y e a r  model n o t  e a r l i e r  t han  t h e  
y e a r  i n  which t h e  s a l e  i s  made, $8 p e r  $100 p e r  
yea r .  



C l a s s  2 --	 Any new motor v e h i c l e  n o t  i n  c l a s s  1 and any 
used motor v e h i c l e  des igna ted  by t h e  manufac- 
t u r e r  by a  y e a r  model of t h e  same o r  no t  more 
than  two y e a r s  p r i o r  t o  t h e  y e a r  i n  which t h e  
s a l e  i s  made, $12 p e r  $100 p e r  year .  

C l a s s  3 --	 Any used motor v e h i c l e  no t  i n  c l a s s  2  and 
des igna ted  by t h e  manufacturer  by a  y e a r  model 
n o t  more than  f o u r  y e a r s  p r i o r  t o  t h e  y e a r  i n  
which t h e  s a l e  i s  made, $15 p e r  $100 p e r  year .  

C l a s s  4 --	 Any used motor v e h i c l e  n o t  i n  c l a s s  2 o r  c l a s s  
3 and des igna ted  by t h e  manufacturer  by a y e a r
model more t h a n  f o u r  y e a r s  p r i o r  t o  t h e  y e a r  i n  
which t h e  s a l e  i s  made, $17 p e r  $100 p e r  year .  

The a c t  a l lows  a  minimum charge of  $25 on any c o n t r a c t  i n  a d d i t i o n  
t o  a c t u a l  f i l i n g  f e e s ,  c o s t  of new t i t l e s ,  e t c .  A del inquency f e e  
o f  f i v e  p e r  c e n t  of t h e  i n s t a l l m e n t  i n  d e f a u l t  may be l e v i e d  a f t e r  
a  payment i s  overdue by t e n  days.  

S t a t e  and n a t i o n a l  banks, t r u s t  companies, and i n d u s t r i a l  
banks a r e  no t  r e q u i r e d  t o  be l i c e n s e d  under t h e  p rov i s ions  of t h i s  
law, b u t  t hey  a r e  s u b j e c t  t o  o t h e r  p r o v i s i o n s  such a s  t h e  maximum 
r a t e  t h a t  may be charged on t h e  r e t a i l  i n s t a l l m e n t  purchase of a 
motor veh ic l e .  Consumer f i n a n c e  companies a r e  n o t  exempted from 
any of  t h e  p rov i s ions  of t h i s  a c t .  

Beginning wi th  1955, t h e  f i r s t  y e a r  u s a b l e  f i g u r e s  a r e  
a v a i l a b l e ,  t h e  number of  l i c e n s e e s  under t h e  R e t a i l  Motor Vehicle  
I n s t a l l m e n t  S a l e s  Act has  remained r e l a t i v e l y  c o n s t a n t  -- 127 
l i c e n s e e s  i n  1955 compared t o  131 l i c e n s e e s  i n  1965. 

Pe r sona l  P rope r ty  I n s t a l l m e n t  S a l e s  Act. I n  1959, t h e  Gen- 
e r a l  Assembly adopted a  g e n e r a l  law r e l a t i n g  t o  i n s t a l l m e n t  s a l e s  
of  goods o t h e r  t han  motor v e h i c l e s .  Charge accounts ,  open accounts ,  
and s a l e s  made where t h e  t i t l e  t o  t h e  p rope r ty  o r  a  l i e n  on t h e  
p rope r ty  i s  n o t  r e t a i n e d  by t h e  s e l l e r  were exempted from t h e  pro- 
v i s i o n s  of  t h i s  a c t .  

While no l i c e n s e s  a r e  r e q u i r e d  by t h i s  a c t ,  t h e  fol lowing maxi- 
mum r a t e s  of charges  -- "time p r i c e  d i f f e r e n t i a l "  -- apply t o  t h e  
r e t a i l  i n s t a l l m e n t  s a l e s  coming under  i t s  provis ions :  On t h a t  
p a r t  of  t h e  base  t ime  p r i c e  of  $300 o r  less, $15 p e r  $100 p e r  year ;  
on t h a t  p a r t  of t h e  base  t ime  p r i c e  i n  excess  of  $300 and no t  
exceeding $1,000, $12 p e r  $100 p e r  yea r ;  and on t h a t  p a r t  of  t h e  
base  t ime  p r i c e  i n  excess  of $1,000, $10 p e r  $100 p e r  year .  A 
minimum time p r i c e  d i f f e r e n t i a l  of $10 may be c o l l e c t e d .  

Insurance  A s  S e c u r i t y ,  For  Loans. A t  t h e  time t h e  General  
Assembly adopted t h e  Consumer Finance Act i n  1955, it a l s o  enacted 
a  law p e r m i t t i n g  t h e  s a l e  o r  procurement by l e n d e r s  of l i f e  and 
h e a l t h  and a c c i d e n t  insurance .  The amount of coverage of t h i s  in -  
surance  on a  borrower is l i m i t e d  by t h i s  law, and a  l e n d e r  may no t  



r e q u i r e  a  borrower t o  purchase insurance form t h e  l ender  o r  from 
an agent ,  broker ,  o r  insurance company designated by t h e  l ender  a s  
a  condi t ion  precedent t o  t h e  making of a loan. S imi la r ly ,  a 
l e n d e r  may no t  d e c l i n e  e x i s t i n  insurance,  i f  any, when t h e  insur-  
ance i s  provided by a  company 7icensed t o  do bus iness  i n  Colorado. 

Disclosure Provis ions  i n  Consumer Loan Laws of Colorado and Otheq 
Selec ted  S t a t e s  

One of t h e  s p e c i f i c  d i r e c t i v e s  t o  t h e  Committee on Consumer 
Problems involved t h e  d i s c l o s u r e  of loan  information t o  a  borrower, 
e s p e c i a l l y  w i t h  r e spec t  t o  t h e  c o s t  of t h e  loan. A s  e n e r a l  back- 
ground information f o r  t h e  committee, d i s c l o s u r e  prov 4s i o n s  i n  
consumer loan  laws of var ious  s t a t e s  were reviewed t o  determine 
s p e c i f i c  requirements advis ing  borrowers a s  t o  t h e  r a t e  of i n t e r e s t  
involved i n  t h e i r  loans.  The s t a t e  laws reviewed were l a r g e l y
se lec ted  on t h e  b a s i s  of r e fe rences  contained i n  Cur ran t s  Trends 
i n  Consumer C r e d i t  ~ e q i s l a t i o n l 5  t o  o b t a i n  examples of language and 
provis ions  d i f f e r e n t  from those  i n  Colorado's consumer loan laws. 

Disclosure Provis ions  -- Colorado. For comparison purposes, 
Coloradols  Consumer Finance Act of 1955 con ta ins  t h e  fol lowing -
provis ions  r e l a t i n g  t o  d i s c l o s u r e  of loan cos ts :  

73-3-12. Advert is inq.  -- (1) No . l i censee  o r  o t h e r  
person s u b j e c t  t o  t h i s  a r t i c l e  s h a l l  a d v e r t i s e ,  d i s -  
p lay ,  d i s t r i b u t e ,  o r  broadcast  o r  cause o r  permit t o  
be adver t i sed ,  d isp layed,  d i s t r i b u t e d ,  o r  broadcast ,  
i n  any manner whatsoever, any f a l s e ,  misleading, o r  
decept ive s ta tement  o r  r ep resen ta t ion  w i t h  regard t o  
t h e  charges f o r  o r  terms of loans.  

( 2 )  The commissioner may requ i re  t h a t  charges o r  
r a t e s  of charge,  i f  s t a t e d  by a l i c e n s e e ,  be s t a t e d  
f u l l y  and c l e a r l y  and i n  such manner a s  t h e  commis- 
s i o n e r  may deem necessary t o  prevent misunderstanding 
thereof  by prospect ive borrowers. The commissioner 
may permit l i c e n s e e s  t o  r e f e r  i n  t h e i r  a d v e r t i s i n g  t o  
t h e  f a c t  t h a t  t h e i r  bus iness  i s  under s t a t e  supervi-  
s ion ,  s u b j e c t  t o  condi t ions  imposed by him t o  prevent 
any erroneous impressions a s  t o  t h e  scope o r  degree 
of p ro tec t ion  provided by t h i s  a r t i c l e .  

15. Curran, a.&. 



73-3-15. Requirements  for makinq and payment of 
l o a n s .  -- (1) f a )  Every l i c e n s e e  s h a l l :  

(b) A t  t h e  time a l o a n  i s  made w i t h i n  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  d e l i v e r  t o  t h e  borrower ,  o r  i f  t h e r e  
a r e  two o r  more bor rowers  t o  one  of them, a s t a t e m e n t  
i n  t h e  E n g l i s h  langua e on which s h a l l  be p r i n t e d  a 
copy of  s u b s e c t i o n  ( 13 of s e c t i o n  73-3-14, d i s c l o s i n g  
t h e  d a t e  o f  l o a n ,  name of pe r son  p r i m a r i l y  o b l i g a t e d  
f o r  t h e  l o a n ,  name and a d d r e s s  o f  l i c e n s e e ,  amount of 
c a s h  advanced t o  o r  upon b e h a l f  o f  borrower  o r  bor-  
rowers ,  a g r e e d  r a t e  o r  amount o f  c h a r g e s ,  a  s c h e d u l e  
o r  d e s c r i p t i o n  of  t h e  payments t o  be  made and t h e  t y p e  
o f  s e c u r i t y  s e c u r i n g  such  l o a n ,  and t h e  b o r r o w e r ' s  
r i g h t  t o  prepay.  I f  i n s u r a n c e  i s  procured  by o r  
t h r o u g h  t h e  l i c e n s e e  t h e  a g g r e g a t e  c o s t s  t h e r e o f  and 
t y p e  of c o v e r a g e s ,  s h a l l ,  i n  a d d i t i o n ,  be  shown i n  
s a i d  s t a t e m e n t .  When p r e c a l c u l a t e d  c h a r g e s  a r e  added 
t o  t h e  amount of  t h e  l o a n ,  such  s t a t e m e n t  s h a l l  a l s o  
d i s c l o s e  a d d i t i o n a l  c h a r g e s ,  i f  any ,  which may be  
c o l l e c t e d  f o r  d e l i n q u e n c y  and t h e  b o r r o w e r ' s  r i g h t  t o  
r e f u n d  o r  c r e d i t  of  a p o r t i o n - o f  t h e  p r e c a l c u l a t e d  
c h a r g e s  i f  t h e  l o a n  i s  p r e p a i d  i n  f u l l ' .  

( 2 )  No l i c e n s e e  s h a l l  t a k e  any n o t e  o r  p r o m i s e - t o  
pay which does  n o t  d i s c l o s e  t h e  amount of  t h e  con-
t r a c t  of  l o a n ,  a  s c h e d u l e  of  payments,  o r  a  d e s c r i p -
t i o n  t h e r e o f ,  n o r  any i n s t r u m e n t  i n  which b l a n k s  a r e  
l e f t  t o  be  f i l l e d  i n  a f t e r  e x e c u t i o n .  No l i c e n s e e  
s h a l l  t a k e  a  n o t e  p r o v i d i n g  f o r  judgment by confes -  
s i o n  t h e r e o n .  

The f o l l o w i n g  p r o v i s i o n s  a p p l y  u n d e r  t h e  Money Lender ' s  Act  
f o r  l o a n s  i n  e x c e s s  o f  $1,500: 

73-2-5. I n t e r e s t  r a t e .  -- No p e r s o n  s h a l l  c h a r g e  o r  
r e c e i v e  a g r e a t e r  r a t e  o f  i n t e r e s t  upon any l o a n  o r  
upon any unpaid  b a l a n c e  a f t e r  any p a r t i a l  payment on 
any l o a n  made by him t h a n  two p e r  c e n t  p e r  month on 
t h e  a c t u a l  amount o f  t h e  l o a n ,  and t h i s  c h a r g e  s h a l l  
c o v e r  a l l  e x p e n s e s ,  demands, and s e r v i c e s  o f  e v e r y  
c h a r a c t e r ,  i n c l u d i n g  n o t a r i a l  and r e c o r d i n g  f e e s  and 
c h a r g e s ,  e x c e p t  upon t h e  f o r e c l o s u r e  of  t h e  s e c u r i t y .  
The f o r e g o i n g  i n t e r e s t  o r  f o r e c l o s u r e  expenses  s h a l l  
n o t  be deduc ted  from t h e  p r i n c i p a l  of l o a n  when same 
i s  made. Every p e r s o n  c o n d u c t i n g  s u c h  b u s i n e s s  s h a l l  
f u r n i s h  t h e  bor rower  a t  t h e  t i m e  t h e  l o a n  i s  made, a 
w r i t t e n ,  t y p e w r i t t e n ,  o r  p r i n t e d  s t a t e m e n t  s i g n e d  by 



t h e  l e n d e r ,  showing, i n  E n g l i s h ,  i n  c l e a r  and d i s t i n c t  
terms, t h e  amount of t h e  l o a n ,  t h e  d a t e s  r e s p e c t i v e l y  
when loaned  and when due ,  t h e  p e r s o n  t o  whom t h e  l o a n  
i s  made, t h e  name of t h e  l e n d e r ,  t h e  amount of i n t e r -
e s t  t o  be  c h a r g e d ,  t h e  r a t e  of  i n t e r e s t ,  t h e  d a t e s  
when t h e  i n t e r e s t  i s  p a y a b l e ,  and a  d e s c r i p t i o n  o r  
s t a t e m e n t  of t h e  s e c u r i t y  by which t h e  l o a n  i s  s e c u r e d ,  
and t h e  l e n d e r ,  a t  t h e  t i m e  payments a r e  made, s h a l l  
g i v e  t h e  bor rower  a p l a i n  and comple te  r e c e i p t  f o r  
payment s t a t i n g  whe the r  of  p r i n c i p a l  o r  of i n t e r e s t ,  
made on a c c o u n t  of  such  l o a n .  

A s  r e v i s e d  i n  1965,  C o l o r a d o ' s  I n d u s t r i a l  Bank Law prov ides :  

14-17-7. S p e c i a l  Powers. * * * * * * ( 7 )  ( a )  Every
i n d u s t r i a l  bank u n d e r  t h i s  a r t i c l e  s h a l l  i n  p repara -  
t i o n  f o r  a  l o a n  b e i n g  made by s a i d  i n d u s t r i a l  bank 
and b e f o r e  a n o t e  i s  s i g n e d ,  d e l i v e r  t o  t h e  borrower  
a s t a t e m e n t  i n  t h e  E n g l i s h  l anguage  on which s h a l l  be 
p r i n t e d  a copy of s u b s e c t i o n  ( 2 )  of t h i s  s e c t i o n  
14-17-7 and i n c l u d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

( b )  The d a t e  of  t h e  l o a n ,  t h e  p a r t i e s  t o  t h e  l o a n ,  
t h e  amount of  c a s h  advanced,  t h e  a g r e e d  r a t e  and t h e  
a g g r e g a t e  amount of c h a r g e s  i f  p a i d  a c c o r d i n g  t o  t h e  
s c h e d u l e  of  payments,  a s c h e d u l e  of  t h e  payments t o  
be made, t h e  b o r r o w e r ' s  r i g h t s  t o  prepayment,  and a  
d e s c r i p t i o n  of  t h e  s e c u r i t y  f o r  such  l o a n .  

( c )  I f  i n s u r a n c e  premiums o r  any o t h e r  c h a r g e s  a r e  
i n c l u d e d  i n  t h e  l o a n ,  t h e  s t a t e m e n t  s h a l l  d i s c l o s e  
t h e  amount t h e r e o f  and any d e l i n q u e n c y  c h a r g e s  t h a t  
may be made a g a i n s t  t h e  borrower .  

14-17-9. S u b j e c t  t o  c o r p o r a t i o n  laws -- powers of  
commissioner .  * * * * * * ( 9 )  I n d u s t r i a l  banks i n  
a1.1 t h e i r  p u b l i c  a d v e r t i s e m e n t s  s h a l l  u s e  t h e i r  f u l l  
c o r p o r a t e  name, and t h e  c o r p o r a t e  name t h e r e i n  d i s -  
p layed  s h a l l  be i n  l e t t e r s  o f  t h e  same s i z e  and 
prominence;  p r o v i d e d ,  t h a t  t h e  f o r e g o i n g  s h a l l  n o t  be  
a p p l i c a b l e  t o  s i g n s  e r e c t e d  i n ,  a b o u t ,  o r  upon t h e  
p r e m i s e s  from which t h e  o p e r a t i o n s  of  t h e  i n d u s t r i a l  
bank a r e  c a r r i e d  o n ,  No i n d u s t r i a l  bank s h a l l  adver -  
t i s e ,  d i s p l a y ,  d i s t r i b u t e ,  o r  b r o a d c a s t ,  o r  c a u s e  o r  
p e r m i t  t o  be  a d v e r t i s e d ,  d i s p l a y e d ,  d i s t r i b u t e d ,  o r  
b r o a d c a s t e d ,  i n  any manner wha t soever ,  f a l s e , m i s l e a d -  
i n g ,  o r  d e c e p t i v e  s t a t e m e n t s  o r  r e p r e s e n t a t i o n s  w i t h  
r e g a r d  t o  t h e  c h a r g e s  f o r ,  o r  terms o f ,  l o a n s ,  o r  w i t h  
r e f e r e n c e  t o  i t s  s a v i n g s  d e p o s i t s  o r  inves tment  c e r t i -  
f i c a t e s .  The commissioner  s h a l l  have t h e  power t o  
r e q u i r e  t h a t  a l l  a d v e r t i s e m e n t s  of  any i n d u s t r i a l  bank 



be s t a t e d  f u l l y  and c l e a r l y ,  and i n  such manner a s  t h e  
commissioner may deem neces sa ry  t o  p reven t  misunder- 
s t and ing  t h e r e o f  by p r o s p e c t i v e  borrowers ,  d e p o s i t o r s ,  
o r  pu rchase r s  o f  investment  c e r t i f i c a t e s .  

D i s c l o s u r e  P r o v i s i o n s  -- S e l e c t e d  S t a t e s .  I n  an  a t t emp t  t o  
p rov ide  committee members w i t h  examples o f  s t a t u t o r y  language used 
i n  some of t h e  o t h e r  s t a t e  consumer l o a n  laws w i t h  r e s p e c t  t o  d i s -  
c l o s u r e  o f  i n t e r e s t  r a t e s ,  t h e  laws i n  some 12 s t a t e s  were reviewed. 
I n  b r i e f ,  examples were found o f  laws w i t h  p r o v i s i o n s  q u i t e  s i m i l a r  
t o  Colorado 's  Consumer Finance Act,  Money Lender ' s  Act,  and Indus- 
t r i a l  Bank Law. On t h e  o t h e r  hand, examples were a l s o  noted where 
t h e  law r e q u i r e s  d i s c l o s u r e  o f  f i n a n c e  cha rges  i n  t e rms  of  approxi-  
mate e f f e c t i v e  annual  o r  monthly r a t e s  o f  i n t e r e s t .  S t i l l  o t h e r  
s t a t e  laws provided l e n d e r s  w i t h  t h e  o p t i o n  of d i s c l o s i n g  f i n a n c e  
c o s t s  e i t h e r  i n  terms o f  d o l l a r  cha rges  o r  i n  terms of approximate 
i n t e r e s t  r a t e s .  Those s t a t e s  whose laws were reviewed and t h e  
p e r t i n e n t  p r o v i s i o n s  of  t h e i r  consumer l o a n  laws a r e  con ta ined  i n  
t h e  fo l l owing  paragraphs .  

Alaska -- S e c t i o n  06.200 p rov ides  t h a t  ( b )  " t h e  depar tment  -may r e q u i r e  r a t e s  of  cha rges  s t a t e d  by a  l i c e n s e e  t o  be  s t a t e d  
f u l l y  and c l e a r l y  i n  t h e  manner cons ide red  neces sa ry  t o  p reven t  
misunders tanding by p r o s p e c t i v e  borrower^.^ Under t h e  p r o v i s i o n s  
of  S e c t i o n  06.20.270, "every l i c e n s e e  s h a l l . . . d e l i v e r  t o  t h e  bor- 
rower a t  t h e  time a l o a n  i s  made a  s t a t emen t  c o n t a i n i n g  a  p r i n t e d
copy of  s e c t i o n s  230-260 of  t h i s  c h a p t e r  i n  t h e  Eng l i sh  language 
and showing i n  c l e a r  and d i s t i n c t  terms t h e  amount and d a t e  o f  t h e  
l o a n  and i t s  m a t u r i t y ,  t h e  n a t u r e  of t h e  s e c u r i t y ,  i f  any, f o r  t h e  
l oan ,  t h e  name and a d d r e s s  o f  t h e  borrower and t h e  l i c e n s e e ,  and 
t h e  agreed r a t e  of  charge ;  ...I( 

The foregoing  two p r o v i s i o n s  a r e  t a k e n  from t h e  Small  Loans 
Act of Alaska. Under A la ska ' s  Money Lender ' s  Act ,  S e c t i o n  45.45. 
080 prov ides ,  i n  p a r t ,  " a d v e r t i s i n g  concern ing  such i n s t a l l m e n t  
l o a n s  which c o n t a i n s  a  s t a t emen t  of an  amount, o r  r a t e  of charge ,  
s h a l l  a l s o  c o n t a i n  t h e  pe rcen t age  r a t e ,  e i t h e r  p e r  month o r  p e r  
y e a r ,  computed on d e c l i n i n g  ba l ances  of  t h e  f a c e  amount of  t h e  
l o a n  i n s t rumen t  t o  which t h e  charge  would be  e q u i v a l e n t  i f  t h e  
l o a n  were r e p a i d  accord ing  t o  c o n t r a c t .  T h i s  a d v e r t i s i n g  r e q u i r e -  
ment may be complied w i t h  by s t a t i n g  t h e  e q u i v a l e n t  percen tage  
r a t e  which would e a r n  t h e  charge  f o r  a  l o a n  r epayab le  i n  1 2  consec- 
u t i v e  monthly i n s t a l l m e n t s ,  and t h e  s t a t e d  r a t e  may be  c l o s e l y  
approximate,  r a t h e r  t h a n  e x a c t ,  i f  t h e  s t a t e m e n t  s o  i n d i c a t e s .  
T h i s  requ i rement  does  n o t  app ly  t o  an  adve r t i s emen t  i n  which a n  
amount, o r  r a t e  o f  charge ,  i s  i n d i c a t e d  on ly  by a  t a b l e  which con-
t a i n s  and i s  con f ined  t o  examples o f  t h e  f a c e  amount of t h e  loan 
i n s t rumen t ,  t h e  proceeds  t o  t h e  borrower  e x c l u s i v e  of t h e  charge ,  
and t h e  amount, number and i n t e r v a l s  of  t h e  r e q u i r e d  payments. 
The agg rega t e  amount o f  unpaid  p r i n c i  a 1  due from any one borrower 
on one o r  more l o a n s  g ran t ed  under  (cy  ( 3 )  and ( 4 ) .  and ( d )  of 
t h i s  s e c t i o n  may n o t  a t  any time exceed $3,500." 

Hawaii -- S e c t i o n  191A-2 p rov ides  t h a t  "Every c r e d i t o r  
s h a l l  f u r n i s h  t o  each person  t o  whom c r e d i t  i s  extended,  b e f o r e  the 



consummation of  t h e  t r a n s a c t i o n ,  a c l e a r  s t a t e m e n t  i n  w r i t i n g  
s e t t i n g  f o r t h  ...(f )  t h e  f i n a n c e  c h a r g e  e x p r e s s e d  i n  t e r m s  of  d o l -  
l a r s  and c e n t s  o r  t h e  p e r c e n t a g e  t h a t  t h e  f i n a n c e  c h a r g e  b e a r s  t o  
t h e  t o t a l  amount t o  be  f i n a n c e d  e x p r e s s e d  a s  a  s i m p l e  monthly o r  
annua l  r a t e .  'I 

I l l i n o i s . -- Under t h e  p r o v i s i o n s  o f  S e c t i o n  4 a  ( 1 ) , "Adver-
t i s i n g  f o r  l o a n s  t r a n s a c t e d  p u r s u a n t  t o  t h i s  S e c t i o n  s h a l l  n o t  be  
f a l s e ,  m i s l e a d i n g ,  o r  d e c e p t i v e .  Such a d v e r t i s i n g ,  i f  it s t a t e s  
a r a t e  o r  amount of i n t e r e s t ,  s h a l l  s t a t e  such  r a t e  a s  t h e  d o l -  
l a r  i n t e r e s t  c h a r g e  p e r  $100 p e r  y e a r  o f  t h e  o r i g i n a l  p r i n c i p a l  
amount ( e x c l u d i n g  i n t e r e s t )  o r  t h e  s i m p l e  i n t e r e s t  e q u i v a l e n t  o f  
such c h a r g e .  No s u c h  a d v e r t i s i n g  s h a l l  i n d i c a t e  o r  imply t h a t  
t h e  r a t e s  o r  c h a r g e s  f o r  l o a n s  a r e  i n  any way 'recommended, 'ap-
p r o v e d , '  ' s e t , '  o r  ' e s t a b l i s h e d '  by t h e  S t a t e  government o r  by 
t h i s  Act ."  

I n d i a n a  -- With r e s p e c t  t o  t h e  law r e g u l a t i n g  s m a l l  l o a n  
companies,  S e c t i o n  18-3003 p r o v i d e s :  'Every l i c e n s e e  s h a l l . .  . 
d e l i v e r  t o  t h e  bor rower ,  a t  t h e  t i m e  a l o a n  i s  made, a s t a t e m e n t  
i n  t h e  E n g l i s h  l anguage ,  showing i n  c l e a r  and d i s t i n c t  t e r m s  t h e  
amount and d a t e  o f  t h e  l o a n  and o f  i t s  m a t u r i t y ,  t h e  name and 
a d d r e s s  of  t h e  bor rower  and o f  t h e  l i c e n s e e  and t h e  r a t e  of  i n -
t e r e s t  and t h e  e s t i m a t e d  d o l l a r  c o s t  of  t h e  l o a n  t o  t h e  bor rower  
a c c o r d i n g  t o  t h e  c o n t r a c t  te rms. .  . . 11 

Among t h e  p r o v i s i o n s  r e l a t i n g  t o  i n d u s t r i a l  l o a n s  and i n -  
ves tment  companies a r e  t h e s e :  

S e c t i o n  18-3107. " . . . A l l  i n s t r u m e n t s  t a k e n  by any such  
company e v i d e n c i n g  any  l o a n  of money made by it s h a l l  c l e a r l y  
s t a t e  t h e  r a t e  o f  i n t e r e s t ,  d i s c o u n t ,  f e e ,  c h a r g e ,  o r  o t h e r  con- 
s i d e r a t i o n  t h e r e f o r ,  i n c l u d i n g  t h e  a d d i t i o n a l  i n t e r e s t ,  f e e ,  o r  
c h a r g e  t o  be l e v i e d  i n  c a s e  o f  d e l i n q u e n c y  of  t h e  bor rower  i n  
mee t ing  h i s  payments t h e r e o n ,  and t h e  amount of  o r  b a s i s  f o r  com- 
p u t i n g  any r e f u n d  d u e  t h e  bor rower  i n  c a s e  of  prepayment ....11 

S e c t i o n  18-3119. " . . . I f  any company r e f e r s  i n  any adver-  
t i s i n g  m a t t e r  t o  t h e  r a t e  of  c h a r g e  upon l o a n s  t o  be  made by it 
t h e  depar tment  may r e q u i r e  such  company t o  s t a t e  such  r a t e  of 
c h a r g e  f u l l y  and c l e a r l y  i n  such manner a s  it may deem n e c e s s a r y  
t o  p r e v e n t  m i s u n d e r s t a n d i n g  t h e r e o f  by p r o s p e c t i v e  borrowers. . . .  18 

-Iowa -- S e c t i o n  534.14, c o n c e r n i n g  c h a t t e l  l o a n s ,  r e q u i r e s  
t h a t  "Every l i c e n s e e  s h a l l . . . d e l i v e r  t o  t h e  bor rower  a t  t h e  time 
any l o a n  i s  made a s t a t e m e n t . . . i n  t h e  E n g l i s h  l anguage  showing i n  
c l e a r  and d i s t i n c t  terms t h e  l a w f u l  maximum r a t e  o r  r a t e s  o f  
i n t e r e s t  o r  c h a r g e s  i n  e f f e c t ,  t h e  amount and d a t e  of  t h e  l o a n  
and o f  i t s  m a t u r i t y ,  t h e  n a t u r e  o f  t h e  s e c u r i t y ,  i f  any,  f o r  t h e  
l o a n ,  t h e  name and a d d r e s s  of t h e  bor rower  and of  t h e  l i c e n s e e ,  
and t h e  a g r e e d  r a t e  o f  cha rge . "  



I n s t a l l m e n t  l o a n s  by banks  a r e  r e g u l a t e d  by S e c t i o n  529.12 
which p r o v i d e s ,  i n  p a r t :  ItAny s t a t e m e n t  i n d i c a t i n g  t h e  amount of  
t h e  i n s t a l l m e n t  o r  t h e  t o t a l  c h a r g e  i n  d o l l a r s  r e q u i r e d  f o r  any  
l o a n  s h a l l  a l s o  s t a t e  t h e  p e r c e n t a g e  r a t e  p e r  y e a r  computed on 
d e c l i n i n g  b a l a n c e s  o f  t h e  o r i g i n a l  p r i n c i p a l  amount t o  which t h e  
t o t a l  c h a r g e  would b e  e q u i v a l e n t  i f  t h e  l o a n  were r e p a i d  a c c o r d -  
i n g  t o  t h e  c o n t r a c t .  The p e r c e n t a g e  r a t e  s t a t e d  may be  c l o s e l y  
a p p r o x i m a t e  r a t h e r  t h a n  e x a c t  i f  t h e  s t a t e m e n t  s o  i n d i c a t e s . "  

Minnesota  -- Under t h e  p r o v i s i o n s  o f  S e c t i o n  56.12, " t h e  
commiss ione r  may r e q u i r e  t h a t  r a t e s  o f  c h a r g e s ,  i f  s t a t e d  by a 
l i c e n s e e ,  b e  s t a t e d  i n  s u c h  manner a s  he  may deem n e c e s s a r y  t o  
p r e v e n t  m i s u n d e r s t a n d i n g  t h e r e o f  by p r o s p e c t i v e  b o r r o w e r s "  s o  f a r  
a s  a d v e r t i s i n g  i s  conce rned .  The w r i t t e n  s t a t e m e n t  p r o v i d e d  e a c h  
b o r r o w e r  i s  t o  i n c l u d e  " t h e  a g r e e d  r a t e  o f  c h a r g e "  among o t h e r  
t h i n g s  ( S e c t i o n  5 6 . 1 4 ) .  

Nebraska  -- Nebraska  i s  r e p o r t e d  t o  have  a d o p t e d  a t r u t h - i n -
l e n d i n g  b i l l  i n  1965  t h a t  i s  a p p l i c a b l e  t o  d i s c l o s u r e  o f  i n t e r e s t  
r a t e s  i n  consumer l o a n s .  The A t t o r n e y  G e n e r a l  o f  Nebraska r e -
p o r t e d  t h e  f o l l o w i n g  a t  t h e  1965 c o n f e r e n c e  o f  t h e  N a t i o n a l  Assoc i -  
a t i o n  o f  A t t o r n e y s  G e n e r a l :  

" M r .  Meyer: I migh t  s a y  t h a t  t h e  Nebraska  L e g i s l a t u r e  wi th -  
i n  t h e  l a s t  two weeks a d o p t e d  a t r u t h  i n  l e n d i n g  b i l l  r e q u i r i n g  
t h e  p r e c i s e  i n t e r e s t  r a t e  t o  be  s e t  f o r t h  i n  t h e  c o n t r a c t .  T h e r e  
was some q u e s t i o n  a b o u t  t h e  l a n g u a g e  i n  t h e  s t a t u t e ,  and o u r  o f -  
f i c e  was a sked  a b o u t  i t  by t h e  Depar tment  o f  Banking. We t o o k  
t h e  p o s i t i o n  t h a t  t h e  l a n g u a g e  o f  t h e  s t a t u t e  r e q u i r e d  t h e  p r e -  
c i s e  i n t e r e s t  r a t e s  t o  be s e t  f o r t h  i n  t h e  c o n t r a c t ,  and t h a t  it 
was n o t  a d e q u a t e  t o  s a y  i n  t h e  c o n t r a c t  t h a t  ' t h i s  c o n t r a C t  i s  
w r i t t e n  w i t h i n  l e g a l  l i m i t s . '  I n  o t h e r  words ,  t h e y  must s e t  
f o r t h  e x a c t l y  t h e  r a t e  t h a t  t h e  i n d i v i d u a l  i s  b e i n g  cha rged . "  16 

N e w  Hampshire  -- Ths  l a w  i n  New Hampshire  r e - q u i r e s  t h e  f o l -  
lowing  p e r t a i n i n g  t o  d i s c l o s u r e  o f  f i n a n c e  c h a r g e s :  "Any p e r s o n  
engaged  i n  t h e  b u s i n e s s  of  e x t e n d i n g  c r e d i t  s h a l l  f u r n i s h  t o  e a c h  
p e r s o n  t o  whom s u c h  c r e d i t  i s  e x t e n d e d ,  c o n c u r r e n t l y  w i t h  t h e  
consummation of  t h e  t r a n s a c t i o n  o r  ag reemen t  t o  e x t e n d  c r e d i t ,  a 
c l e a r  s t a t e m e n t  i n  w r i t i n g  s e t t i n g  f o r t h  t h e  f i n a n c e  c h a r g e s ,  
e x p r e s s e d  i n  d o l l a r s ,  r a t e  o f  i n t e r e s t ,  o r  month ly  r a t e  o f  c h a r g e ,  
o r  a  c o m b i n a t i o n  t h e r e o f ,  t o  b e  b o r n e  by s u c h  p e r s o n  i n  connec-  
t i o n  w i t h  s u c h  e x t e n s i o n  o f  c r e d i t  a s  o r i g i n a l l y  s c h e d u l e d . "  
( S e c t i o n  399-B:2) 

16. 	 1965  C o n f e r e n c e  P r o c e e d i n q s ,  N a t i o n a l  A s s o c i a t i o n  of A t t o r n e y s  
G e n e r a l ,  The C o u n c i l  of  S t a t e  Governments ,  1313 E a s t  6 0 t h  
S t r e e t ,  Ch icago ,  I l l i n o i s ,  p. 50. 



New Mexico -- So f a r  a s  t h e  New Mexico Small  Loan Act of  
1955 i s  concerned,  S e c t i o n  48-17-41 ( b )  r e q u i r e s  t h a t  *each l i c e n -  
s e e  s h a l l  d i s p l a y  i n  each l i c e n s e d  p l ace  of bus ines s  i n  a  p l ace  
where it w i l l  be r e a d i l y  v i s i b l e  by borrowers a  f u l l  and a c c u r a t e  
schedule  of  t h e  r a t e s  of  charges  upon a l l  c l a s s e s  of  l o a n s  cur -  
r e n t l y  t o  be made by him, s t a t e d  on a p e r  c e n t  p e r  annum b a s i s  and 
a l s o  on a p e r  c e n t  p e r  montq bas i s . *  S i m i l a r l y ,  charges  on l o a n s  
made under t h i s  a c t  must be expressed  " i n  every  o b l i g a t i o n  s igned 
by t h e  borrower on a  p e r  c e n t  p e r  month and a l s o  on a  p e r  c e n t  pe r  
annum b a s i s n  (Sec. 48-17-43 B(2)  ). T h i s  p rov i s ion  i s  r epea t ed  i n  
Sec t ion  48-17-44 i n  t h a t ,  a t  t h e  time any loan  i s  made, a  w r i t t e n  
s ta tement  must be f u r n i s h e d  t h e  borrower d i s c l o s i n g  i n  c l e a r  and 
d i s t i n c t  terms lothe agreed r a t e  o f  charge s t a t e d  on a  p e r  c e n t  p e r  
month and a p e r  c e n t  p e r  annum b a s i s  and t h e  amount i n  d o l l a r s  and 
c e n t s .  'I 

With r e s p e c t  t o  a d v e r t i s i n g  under t h e  1959 bank i n s t a l l m e n t  
loan  a c t ,  S e c t i o n  48-21-7 s t a t e s :  "Any a d v e r t i s i n g  concerning 
such i n s t a l l m e n t  l o a n s  which c o n t a i n s  a  s t a t emen t  of an amount, o r  
r a t e  of  charge,  s h a l l  a l s o  c o n t a i n  t h e  percentage r a t e ,  e i t h e r  a  
month o r  a  yea r ,  computed on d e c l i n i n g  ba lances  of t h e  face-amount 
of t h e  loan  ins t rument  t o  which such charqe  would be e q u i v a l e n t  i f  
t h e  l o a n  were r e p a i d  accord ing  t o  c o n t r a c t ;  Provided t h a t  t h i s  
requirement  may be complied w i t h  by s t a t i n g  t h e  equ iva l en t  percent-  
age r a t e  which would e a r n  t h e  charge  f o r  such a  l o a n  repayable  i n  
twelve equa l ,  consecu t ive  monthly i n s t a l l m e n t s ,  and such s t a t e d  
r a t e  may be c l o s e l y  approximate,  r a t h e r  t han  e x a c t ,  i f  t h e  s t a t e -  
ment s o  i n d i c a t e s ;  and Provided f u r t h e r ,  t h a t  t h i s  requirement  
s h a l l  n o t  app ly  t o  an adver t i sement  i n  which an amount o r  r a t e  of  
charge  i s  i n d i c a t e d  on ly  by a  t a b l e  which c o n t a i n s  and i s  conf ined  
t o  examples of t h e  face-amount of t h e  l oan  ins t rument ,  t h e  proceeds 
t o  t h e  borrower e x c l u s i v e  of t h e  charge ,  and t h e  amount, number 
and i n t e r v a l s  of t h e  r e q u i r e d  payments." 

North Dakota -- Under t h e  smal l  l oan  law of  North Dakota, 
" i n  t h e  even t  charges  a r e  c a l c u l a t e d  and charged on a  d o l l a r  per  
hundred b a s i s ,  t h e  l oan  s h a l l  be repayable  i n  s u b s t a n t i a l l y  e q u a l  
p e r i o d i c  i n s t a l l m e n t s  of  p r i n c i p a l  and charges ,  and t h e  annual  
percen tage  s imple  i n t e r e s t  e q u i v a l e n t  s h a l l  be conspicuously  
s t a t e d  i n  t h e  n o t e  o r  smal l  l oan  c o n t r a c t  executed i n  connect ion 
wi th  t h e  loan"  ( ~ e c .  13-03-14). Also,  a t  t h e  t ime  of making a  
l oan ,  t h e  l i c e n s e e  must p rov ide  t h e  borrower wi th  a  s ta tement ,  
showing i n  c l e a r  and d i s t i n c t  t e rms ,  " t h e  annual  s imple  i n t e r e s t  
percen tage  t h a t  i s  e q u i v a l e n t  t o  t h e  t o t a l  of a l l  charges  t h a t  a r e  
made" ( ~ e c .13-03-15). 

South Dakota -- The I n s t a l l m e n t  Repayment Small  Loan and 
Consumer Finance Act of South Dakota prov ides  l i c e n s e e s  w i th  t h e  
op t ion  of p rov id ing  borrowers w i th  a  w r i t t e n  s t a t emen t  of n t h e  
agreed charge expressed  e i t h e r  a s  an aggrega te  annual  percen tage  
r a t e  o r  a s  an unaggregated combination of annual  percen tage  r a t e s  
o r  a s  a  t o t a l  d o l l a r  f i g u r e  wi thout  r e f e r e n c e  t o  any per iod  of  
t imen  ( ~ e c .  6.04B25). 



Wisconsin -- The sma l l  l o a n  law of  Wisconsin r e q u i r e s  t h a t  
t h e  w r i t t e n  s t a t emen t  provided borrowers by l i c e n s e e s  i nc lude  " the  
agreed r a t e  of i n t e r e s t  o r  charge  p e r  annum c l e a r l y  and p l a i n l y  
expressed a s  n e a r l y  a s  such r a t e  of  i n t e r e s t  o r  charge w i l l  pe rmi tw 
( sec .  214.13). Under t h a t  s t a t e ' s  i n s t a l l m e n t  loan  law, however, 
" the  s t a t emen t  s h a l l  a l s o  i n d i c a t e  t h e  percen tage  p e r  annum of 
i n t e r e s t  charged i n  t h e  t r a n s a c t i o n w  ( sec .  115.09 (8) ( a )  ).  Thi s  
same law a l s o  r e q u i r e s  t h a t  "any adver t i sement  which s t a t e s  o r  
g i v e s  t h e  amount of t h e  charges  o r  t h e  amount of an i n s t a l l m e n t  
s h a l l  a l s o  s t a t e  and g i v e  t h e  amount of t h e  charge  i n  terms of  
percentage pe r  annum of s imple  i n t e r e s t "  ( ~ e c .  115.09 ( 5 )  ( c )  ). 

Consumer Finance Rates  Compared 

Much of t h e  i n t e r e s t  w i th  r e s p e c t  t o  consumer f i nanc ing  
c e n t e r s  on t h e  r a t e s  charged f o r  consumer l oans .  Table  11, discus-
sed p rev ious ly ,  c o n t a i n s  t h e  c a l c u l a t e d  e f f e c t i v e  annual  r a t e s  of 
i n t e r e s t  under  t h e  v a r i o u s  Colorado consumer f i n a n c e  laws based on 
t h e  a l lowable  s t a t u t o r y  maximum charges ,  b u t  how do Colorado 's 
s t a t u t o r y  r a t e s  compare w i th  s i m i l a r - r a t e s  i n  t h e  o t h e r  s t a t e s ?  

A comparison of consumer f i nanc ing  r a t e s  among t h e  s e v e r a l  
s t a t e s  involves  some problems s i n c e ,  f o r  example, under t h e  smal l  
loan  laws,  t h e  s t a t e s  have formulas  o r  schedules  which vary  a s  t o  
t h e  amount of t h e  loan  and t h e  i n t e r e s t  r a t e  which may be l e v i e d  
and, a l s o ,  t h e  s t a t e s  have d i f f e r e n t  p r o v i s i o n s  concerning addi-  
t i o n a l  charges  which may be c o l l e c t e d  on a  sma l l  loan.  S i m i l a r l y ,
so f a r  a s  motor v e h i c l e  i n s t a l l m e n t  s a l e s  laws a r e  concerned, some 
s t a t e  laws exp res s  t h e  amount of t h e  time p r i c e  d i f f e r e n t i a l  i n  
d o l l a r s  p e r  hundred, a s  i n  Colorado,  whi le  o t h e r  s t a t e s  base  t h i s  
charge on a  percen tage  f i g u r e ,  and t h e  s t a t e s  use  d i f f e r e n t  
c l a s s i f i c a t i o n s  concerning t h e  age of t h e  motor v e h i c l e .  Conse-
quen t ly ,  any summary comparison of t h e  r a t e s  a l o n e  should be  
accep ted  wi th  some r e s e r v a t i o n s  a s  t o  d e p i c t i n g  t h e  a c t u a l  c o s t s  
f o r  consumer f i n a n c i n g  i n  any one s t a t e .  

With t h e s e  r e s e r v a t i o n s  i n  mind, based on t h e  r a t e s  r epo r t ed  
i n  Trends i n  Consumer C r e d i t  L e q i s l a t i o n , 1 7  Co lo rado t s  maximum 
r a t e  on smx1 l o a n s  i s  no h i g h e r  t han  t h o s e  maximum r a t e s  i n  17 
o t h e r  s t a t e s  and a r e  l e s s  than  t h o s e  i n  f o u r  s t a t e s  -- Alaska, 
Hawaii, Louis iana ,  and Wyoming, b u t  maximum charges  a r e  l e s s  i n  
t e n  o t h e r  s t a t e s  where t h e s e  r a t e s  a r e  l e v i e d  on a  p e r  c e n t  p e r  
month b a s i s .  On t h e  o t h e r  hand, Co lo rado t s  maximum r a t e  f o r  motor 
v e h i c l e  i n s t a l l m e n t  s a l e s  of $17 p e r  $100 p e r  y e a r  i s  r e p o r t e d  t o  

17.  Curran,  E. &., pp. 158-166, f o r  smal l  l o a n s ;  pp. 256-269, 
f o r  motor v e h i c l e  i n s t a l l m e n t  s a l e s ;  and pp. 270-277, f o r  
i n s t a l l m e n t  s a l e s  of o t h e r  goods. 



be h i g h e r  t h a n  any o t h e r  s t a t e  i n  t h e  n a t i o n  on t h e  b a s i s  of a 
r a t e  expressed i n  d o l l a r s  p e r  hundred, and Colorado ' s  maximum ra te  
of $15 p e r  $100 p e r  y e a r  on r e t a i l  i n s t a l l m e n t  s a l e s  of o t h e r  
goods i s  a l s o  t h e  h i g h e s t  such r a t e  among t h e  s t a t e s .  

Summary of M e e t i n ~ s  

The a d v i s a b i l i t y  and f e a s i b i l i t y  of c o n s o l i d a t i n g  Colorado ' s  
consumer c r e d i t  laws t o  o b t a i n  uniform p r o v i s i o n s  a s  w e l l  a s  a 
g r e a t e r  unders tanding t h e r e o f  was t h e  s u b j e c t  of s e v e r a l  committee 
meetings. A s  a p re l imina ry  s t e p ,  t h e  committee he ld  a conference 
on t h e  g e n e r a l  s u b j e c t  of l oan  d i s c l o s u r e  requi rements ,  i n t e r e s t  
r a t e s ,  and o t h e r  f i n a n c e  charges .  Following t h i s  meeting, t h e  
committee d i r e c t e d  t h e  p r e p a r a t i o n  of d r a f t s  of b i l l s  combinin 
t h e  Consumer Finance Act of 1955 and t h e  Money Lenders Act of I913  
i n t o  one proposed law and t h e  R e t a i l  Motor Veh ic l e  I n s t a l l m e n t  
S a l e s  Act of 1951 and t h e  Pe r sona l  P rope r ty  I n s t a l l m e n t  S a l e s  Act 
of 1959 i n t o  a n o t h e r  proposed law. A s e r i e s  of meet ings  was he ld  
by t h e  committee t o  review and r e v i s e  t h e s e  d r a f t s  and t h e i r  con- 
t e n t s  be fo re  t a k i n g  any f i n a l  a c t i o n .  

Conference on Loan Di sc losu re  and Finance Charqes. The com- 
m i t t e e ' s  conference  on loan  d i s c l o s u r e  requi rements ,  i n t e r e s t  
r a t e s ,  and o t h e r  f i n a n c e  charges  was he ld  on A p r i l  29, 1966. A 
summary of t h e  comments and p r e s e n t a t i o n s  made a t  t h a t  time a r e  
conta ined  i n  t h e  fo l lowing  paragraphs .  18 

M r .  Harry Bloom, S t a t e  Bank Commissioner, a f t e r  reviewing 
t h e  v a r l o u s  consumer c r e d i t  laws under  h i s  j u r i s d i c t i o n ,  commented 

' t h a t  i n d u s t r i a l  banks i n  t h e  o u t l y i n g  a r e a s  of t h e  s t a t e  g e n e r a l l y  
charge lower r a t e s  of i n t e r e s t  t han  do t h o s e  i n  t h e  Denver metro- 
p o l i t a n  a r ea .  I n  some a r e a s  of t h e  s t a t e ,  i n d u s t r i a l  banks seldom 
make a  loan  us ing  t h e  d i s c o u n t  method of i n t e r e s t  computation,  and 
i n d u s t r i a l  banks a r e  improving t h e i r  a d v e r t i s i n g  p r a c t i c e s ,  p r i -
mar i ly  a s  a  r e s u l t  of  d i r e c t  depar tmenta l  pe r suas ion  and pe r sona l  
c o n t a c t .  

So f a r  a s  c r e d i t  l i f e  i n su rance  i s  concerned,  M r .  Bloom re-

por ted  t h a t  t h e  department had agreed  t o  t h e  u s ing  of t h e  Rule of 

7 8 t h s  when r e b a t e s  a r e  t o  be made s i n c e  t h i s  p o i n t  i s  no t  covered 

by t h e  s t a t u t e s ;  however, about  25 p e r  c e n t  of t h e  i n d u s t r y  does  

n o t  use  t h i s  formula.  C r e d i t  l i f e  i n su rance  r e b a t e  o r  premium 

problems must come t o  t h e  s t a t e  bank department,  b u t  t h e  Insurance  

Commissioner has  i n d i c a t e d  t o  t h e  S t a t e  Bank Commissioner t h a t  he 

w i l l  revoke l i c e n s e s  where t h e r e  a r e  abuses  i nvo lv ing  a  f i n a n c i a l  


18. 	A l i m i t e d  number of c o p i e s  of  t h e  minutes of t h i s  meeting,  a s  
w e l l  a s  most of t h e  o t h e r  meet ings  of t h e  committee, a r e  a v a i l -  
a b l e  and may be ob ta ined  from t h e  L e g i s l a t i v e  Counci l  Of f i ce ,  
Room 341, S t a t e  C a p i t o l .  



i n s t i t u t i o n  whose s t a f f  members a r e  au tho r i zed  t o  a c t  a s  c r e d i t  
l i f e  insurance  agents .  

M r .  Bloom f e l t  t h a t  t h e  s t a t e ' s  two l o a n  a c t s  -- t h e  Con- 
sumer Finance Act and t h e  Money Lenders Act -- and t h e  s t a t e ' s  two 
r e t a i l  i n s t a l l m e n t  s a l e s  a c t s  could be conso l ida t ed ,  bu t  he d i d  
no t  t h i n k  it would be s o  d e s i r a b l e  t o  c o n s o l i d a t e  a l l  of t h e  laws 
concerning l o a n s  t o  consumers because each f inance  i n d u s t r y  d e a l s  
w i th  a  d i f f e r e n t  segment of t h e  popula t ion .  C r e d i t  unions,  f o r  
example, l end  a t  lower i n t e r e s t  r a t e s  t han  do i n d u s t r i a l  banks, 
and commercial banks u s u a l l y  l end  t o  persons  who r e p r e s e n t  t h e  
lowes t  borrowing r i s k  segment of consumers. 

M r .  Bloom concluded h i s  remarks t o  t h e  committee by express-  
i ng  h i s  p re fe rence  f o r  a  h i g h e r  add-on r a t e  t o g e t h e r  wi th  t h e  
abol ishment  of t h e  d i scoun t  method of computing i n t e r e s t  and h i s  
b e l i e f  t h a t  compet i t ion  keeps a c t u a l  i n t e r e s t  r a t e s  down w i t h i n  
t h e  i ndus t ry .  He po in t ed  o u t  t h a t  t h e  money l e n d e r s  a c t  had no t  
been amended s i n c e  it was enac ted  i n  1913 even though economic 
c o n d i t i o n s  have changed cons ide rab ly  s i n c e  t h a t  t ime.  

M r .  Ted Neiswanqer, p r e s i d e n t  of t h e  Longmont I n d u s t r i a l  
Bank, provided committee members w i t h  r e l a t i v e l y  d e t a i l e d  informa- 
t i o n  on t h e  o p e r a t i o n s  of h i s  bank. He s t a t e d  t h a t  t h e  o f f i c i a l s  
of  t h e  Longmont I n d u s t r i a l  Bank do n o t  have, n o r  do they  want t o  
have, a smal l  l o a n  l i c e n s e  under  t h e  consumer f i nance  a c t .  M r .  
Neiswanger f e l t  t h a t  t h e  companies i n  t h e  i n d u s t r i a l  banking f i e l d  
should d e c l a r e  themselves  e i t h e r  a s  an i n d u s t r i a l  bank o r  a s  a  
f i n a n c e  and smal l  l oan  company s i n c e  he d i d  n o t  t h i n k  it p o s s i b l e  
t o  be both.  

So f a r  a s  d i s c l o s u r e  i s  concerned,  M r .  Neiswanger r epo r t ed  
t h a t ,  a t  t h e  t ime of c l o s i n g  a  l o a n ,  t h e  customer i s  g iven  a  de- 
t a i l e d  loan  s t a t emen t  showing t h e  g r o s s  amount of t h e  loan ,  payment 
schedule ,  cash  advance, c o s t  of insurance ,  f i l i n g  f e e s ,  i n t e r e s t  
charges  and i n v e s t i g a t i o n  f e e s ,  t h e  r a t e  o f  i n t e r e s t  charged,  ex-
pressed  i n  a  percen tage  f i g u r e ,  and a g e n e r a l  d e s c r i p t i o n  of t h e  
s e c u r i t y  f o r  t h e  loan.  I n  a d d i t i o n ,  the  customer i s  shown an add- 
ing machine t a p e  of t h e  same in fo rma t ion ,  which a l s o  prov ides  
d e t a i l s  a s  t o  any money pa id  i n  h i s  b e h a l f ,  such a s  payoffs  on 
c a r s ,  f u r n i t u r e ,  o r  o t h e r  loans .  Occas iona l ly ,  t h e  charges ,  in-
t e r e s t ,  o r  d isbursement  of t h e  funds  a r e  ques t ioned  by t h e  borrower, 
and it i s  t h e  bank's  p o l i c y  t o  e x p l a i n  t h e s e  t o  t h e  customer 's  
s a t i s f a c t i o n  b e f o r e  t h e  l a a n  i s  completed. Mx. Neiswanger added 
t h a t  he could n o t  r e c a l l  a n  i n s t a n c e  where t h e  customer had r e fused  
t h e  loan a f t e r  h i s  q u e s t i o n s  had been answered, and only on a  very  
few occas ions  has  t h e  bank had a customer r e t u r n  days  o r  weeks 
a f t e r  the  l a a n  was made t o  complain abau-t the i n t e r e s t  o.r some 
o t h e r  a s p e c t  of  t h e  loan .  

M r .  Neiswanger s t a t e d  t h a t  a simple adjus tment  of i n t e r e s t  
r a t e s  i s  n o t  t h e  answer t o  any confus ion  om t h e  p a r t  of consumers; 
t h e  answer l i e s  i n  t h e  educa t ion  of consumers. He s a i d  t h a t  he 

' 

would no t  o b j e c t  t o  be ing  r e q u i r e d  t o  s t a t e  t h e  s imple  i n t e r e s t  



r a t e  on a l l  n o t e s  i f  a l l  t h e  o t h e r  of h i s  compe t i t o r s  a l s o  were 
r e q u i r e d  t o  do t h i s .  

Following t h e  p r e s e n t a t i o n  of h i s  s t a t e m e n t s ,  and i n  re-
sponse t o  s e v e r a l  committee q u e s t i o n s ,  M r .  Neiswanger s a i d  t h a t  
( 1 )  t h e  presence o r  absence of c r e d i t  l i f e  i n su rance  i n  a  loan  
made by t h e  Longmont I n d u s t r i a l  Bank does  n o t  a f f e c t  t h e  r a t e  of  
i n t e r e s t ;  ( 2 )  t h e  bank o f t e n  charges  t h e  i n v e s t i g a t i o n  f e e  a s  a l -
lowed by law b u t  t h e s e  i n v e s t i g a t i o n s  a r e  u s u a l l y  n o t  made; (3) t h e  
i n v e s t i g a t i o n  f e e  i s  now a c t u a l l y  an " a c q u i s i t i o n n  f e e  which en- 
a b l e s  t h e  bank t o  make s m a l l e r  l o a n s  p r o f i t a b l e ;  ( 4 )  t h e  bank does  
n o t  buy i n s t a l l m e n t  s a l e s  paper  even though t h i s  paper  y i e l d s  a  
h ighe r  e f f e c t i v e  r a t e  of i n t e r e s t  t han  can be inc luded  i n  indus- 
t r i a l  bank l o a n s ;  (5)  t h e  bank u s u a l l y  l e n d s  a t  an  e i g h t  p e r  c e n t  
add-on r a t e  f o r  l o a n s  ove r  $500 and a t  a  t e n  p e r  c e n t  add-on r a t e  
f o r  l o a n s  under $500; and ( 6 )  it i s  p o s s i b l e  t o  s t a t e  i n t e r e s t  on 
a n o t e  i n  terms of annual  s imple  i n t e r e s t  b u t  t h e  a c t u a l  d o l l a r  
amount of i n t e r e s t  c o s t  i s  more s i g n i f i c a n t  t o  a  borrower. 

M r .  Bernard Valdez,  manager of we l f a re  f o r  t h e  C i t y  and 
County of Denver, r e p o r t e d  h i s  b e l i e f  t h a t  t h e  p r e s e n t  laws of  
Colorado and t h e  l a c k  of p r o t e c t i o n  f o r  -people  who a r e  n o t  s o p h i s t i -  
c a t e d  borrowers cause  many of them t o  become v i c t i m s  of  poverty.  
H e  e s t ima ted  t h a t  50 p e r  c e n t  of t h e  men who become unemployed a r e  
deep ly  i n  deb t ,  and t h e s e  men have l e s s  t han  average ea rn ing  capa- 
c i t i e s .  The w e l f a r e  depar tment  i n  Denver o f t e n  g e t s  t h e s e  t y p e s  of 
c a s e s  and they  o f t e n  r e s u l t  i n  bankruptcy.  Many we l f a re  r e c i p i e n t s ,  
because of t h e i r  f a m i l y ' s  s i z e  and t h e  low amount of t h e i r  income, 
can never  pay o f f  t h e i r  d e b t s .  The on ly  a l t e r n a t i v e  i s  t o  c l e a n  
up t h e i r  f i n a n c i a l  problems through t h e  bankruptcy r o u t e  and s t a r t  
'them a l l  o v e r  aga in .  M r .  Valdez in t roduced  t h r e e  unemployed con-
sumers who t e s t i f i e d  a s  t o  t h e i r  p a r t i c u l a r  consumer problems i n  
l i n e  w i t h  t h e  prev ious  comments made by M r .  Valdez. 

M r .  Gene Markley, r e p r e s e n t i n g  t h e  Colorado Automobile Dea le rs  
Assoc i a t i on ,  expressed  t h e  a s s o c i a t i o n ' s  p r i d e  i n  t h e  f a c t  t h a t  it 
cosponsored and worked hard f o r  t h e  passage of t h e  p r e s e n t  r e t a i l  
motor v e h i c l e  i n s t a l l m e n t  s a l e s  law. The a s s o c i a t i o n  b e l i e v e s  t h i s  
law t o  be a s  good a s  any and b e t t e r  t han  most s i m i l a r  laws i n  
o t h e r  s t a t e s .  The d i s c l o s u r e  p o r t i o n  i s  c l e a r  and unders tandable ,  
and t h e r e  a r e  no minimum r a t e s  and t h e  maximum i s  s u f f i c i e n t  t o  
provide f o r  t h e  poor c r e d i t  r i s k s .  

M r .  Markley f e l t  t h a t ,  even i f  t h e  automobile d e a l e r s  were 
t o  employ mathematical  e x p e r t s ,  t h e i r  t a s k  i n  conve r t i ng  time p r i c e  
d i f f e r e n t i a l s  t o  s imple  i n t e r e s t  terms would be n e a r l y  imposs ib le  
i n  many i n s t a n c e s  where, f o r  example, i r r e g u l a r  payment schedules  
were t o  be made under  t h e  c o n t r a c t .  He suggested t h a t  t h e  b e t t e r  
and more unders tandable  manner t o  p r e s e n t  in format ion  on t h e  c o s t  
of t h e  i n s t a l l m e n t  purchase  i s  t h a t  which i s  provided under  t h e  
p r e s e n t  law i n  terms of a c t u a l  d o l l a r s .  A s  t o  r a t e s ,  M r .  Markley

s a i d  t h a t  compet i t ion  f o r  f i n a n c e  paper  among t h e  commercial 

banks, i n d u s t r i a l  banks, f i n a n c e  companies, and c r e d i t  unions  i s  

a s  f i e r c e  a s  t h e  compet i t ion  f o r  t h e  s a l e  i t s e l f ,  and t h e  a s soc i a -  




t i a n  believes t h a t  t h i s  competiti~nt a  lend t a  the  quslified Bor-
mwer w i l l  do mope t o  same the eonsumex rnsney than  any l e g i s l a t i o n  
that could be passed, 

I n  conc lud ing  his remarke, M r .  Markley sa id ;  

" F i n a l l y ,  gentlemen, P wauld l%kaagain Ca c a l l  your atten-
t i o n  t o  t h e  keen cornpetitton i n  the automsbi&c b u s i n e s s  and tbe 
automobi le  finance bus ines s ,  As yau no dsukt k n w ,  this i a  a 
bus ines s  wherein w e  experience a higher d a l l a s  valume of salea 
wi th  a low n e t  p r o f i t  f Z  ure, The paat two ears show an avemge 
n e t  p e r  deakerakip o f  1,8 per cent o f  the &a1ea, Xn 2969 i t  was 
1.9 p a r  c e n t ,  1862 was 2.2 p e ~cant, 1961 wqa 1 3  per centl, 1960 
was .5 per cent, 1939 was 1 , A  per cant, and 1938 was ,Z  per cant. 
T h i s  f i g u r e  i n c l u d e s  f inance  and fnsumnse income w i t h i n  the dealer-
s h i p s  and i s  n e t  p x ~ f t tbefore ineoma t a 8  payments. 

"QUP b v s i n e s s e s  must have same prof i t  ts survive, XP any of 
you have purchased new cars fn recent years, and X 8 r n  aure you
have, I ' m  c o n f i d e n t  you d i d  n o t  expect t o  pa . the f u l l  Fede ra l  o r  
Monraney Label  pr ice .  This M ~ n x a ~ e y  neidentwlk , i aLabel, 1 an-
o t h e r  example of dealer-sponsored l e g i s l a t i o n  ts protee!the con-
sumer from 'packedt prices on new automob21&a, But again i n  re  ard 
t o  yaur e a r  purchase ,  X d ~ u b kt h a t  you w u l d  expect t o  pay an e9ght
t o  1 2  p e r  cent  r a t e  if you were t o  flnance. A c C u a l l ~ , S Q I T J ~  ourof 
dealers advertise t h a t  they will sell and finance t h  a Gar on an  
i n t e r e s t  f r e e  b a s i s .  They do t h i s  and s t i l l  s t a y  w i t h i n  t h e  f e d t  
e r a 1  price l a b e l .  Other  d e a l e r s  a d v e r t i s e  a r i d i cuLous ly  low p r i c e  
on t h e i r  product .  But  no dealer does both and stays  apen. The 
p o i n t  I ' m  making i s  tha* i t  i a  d i f f i c u l t  w i t h  the kasn c o n p ~ t i t i o n  
today  for t h e  consumer not t o  g a t  ti 'Good Beef , '  

"The v a s t  majority o f  today's canaurnexs r e a p  t h e  b e n e f i t s  
from compet i t ive  b u s i n e s s e s  f r e e  from government i n t e r v e n t i o n , "  

=Ben Fishma?, a cmsumer r e p r e s e n t i n g  himqelf, egplained 
problems he had encountered with seapact t o  ?iPanver sea& o g t a t e  
company and recommendad t h e  following prep~salqr 

"1, 	No real e s t a t e  company ahould gscrow money ( i n s i s t  on 
a t h i r d  p a r t y  by l a w ) ,  

"2. 	 A 1 1  their c o s t s  and chargas should be l i s t ed  and 
i n v e n t o r i e d ,  

"3. 	 X f  t h e y  want to secure their loans w i t h  a d d i t i o n a l  
advance ayrnsnts f ~ rfuture t a x e s  and insurance, t h e s e  
monies aRould draw an  i n t e r e s t  c r e d i t e d  ts the bor-
rQW€!X'a 

"4, Every c o n t r a c t  should have a l i  ths chargats typed up, 
even though t h e  a c t u a l  marchandisa hs sometimes l e f t  
o f f ;  it should include the mershandOse though. Then 
t h e  borrower can have most of t h e  story and can accep t  
o r  reJact before a&gnfng the contract, 



"5 .  	 T h i s  should  apply  t o  o u t - o f - s t a t e  companies o r  l e n d e r s  
a s  well." 

M r .  Roden Roqers, e x e c u t i v e  v i c e  p r e s i d e n t  of t h e  Colorado 
Consumer Finance ~ s s o c i a t i o n ,  informed t h e  committee t h a t  t h e  con- 
sumer f i n a n c e  i n d u s t r y  " f avo r s  f u l l  d i s c l o s u r e  t o  t h e  customer,  
t h a t  t h e  Colorado s t a t u t e s  we o p e r a t e  under  a l r e a d y  r e q u i r e  it i n  
w r i t t e n  o r  p r i n t e d  form, t h a t  we f a v o r  d i s c l o s u r e  i n  d o l l a r s ,  n o t  
t h e  Douglas p l an  of a t r u e  annua l  i n t e r e s t  r a t e  whlch has  g r e a t  
p r a c t i c a l  d i f f i c u l t i e s  i n  i t s  a p p l i c a t i o n  and i s  widely  opposed by 
b u s i n e ~ s . ' ~  With r e s p e c t  t o  r a t e s ,  M r .  Rogers s a i d  t h a t  "with t h e  
except ion  of t h e  1913 Money Lenders Act,  w e ,  a s  an i n d u s t r y ,  -en-
d o r s e  t h e  p r e s e n t  Colorado s t a t u t e s  a s  r i g h t  and f a i r  f o r  b o t r  
Colorado consumers and Colorado l e n d e r s .  You know o u r  recommenda- 
t i o n s  on t h e  1913 Money Lenders Act s i n c e  we a s s i s t e d  i n  t h e  
p r e p a r a t i o n  of an e x c e l l e n t  modern b i l l  cover ing  l o a n s  ove r  $1500, 
which t h e  House of Represen ta t ives  k i l l e d  by i m p r a c t i c a l  amend- 
ments i n  e a r l y  1965. If 

M r .  Rogers a l s o  s t a t e d  t h a t ,  g e n e r a l l y  speaking,  a  maximum 
r a t e  of charge e s t a b l i s h e d  by law must be g r e a t  enough t o  pay t h e  
expenses of f u r n i s h i n g  t h e  s e r v i c e  being charged f o r  and t o  l e a v e  
a r ea sonab le  p r o f i t  f o r  t h e  b u s i n e s s  endeavoring t o  f u r n i s h  it t o  
t h e  pub l i c .  I f  consumer f i n a n c i n g  i s  needed and i s  d e s i r a b l e ,  
both  s o c i a l l y  and economically,  by and f o r  t h e  people i n  Colorado,  
then  a  r a t e  must be al lowed t h a t  w i l l  ach ieve  t h e  income r e q u i r e d  
t o  provide t h i s  t ype  of f i nanc ing .  H e  added: "Another important  
f a c t o r  t h a t  must n o t  be overlooked i s  t h a t  t h i s  i s  a  maximum r a t e  
you a r e  cons ide r ing  and it must be h igh  enough t o  t a k e  c a r e  of t h e  
marginal  r i s k  o r  t h a t  s h a r e  of t h e  community you f e e l  needs t h i s  
s e r v i c e  a v a i l a b l e .  When t h e  maximum r a t e  i s  t o o  low, t h o s e  f i r s t  
t o  s h u t  o f f  from l e g i t i m a t e  sou rces  of  c r e d i t  o r  l o a n s  a r e :  t h o s e  
w i th  i r r e g u l a r  s e a s o n a l  employment; t h o s e  w i th  on ly  f a i r  paying 
h a b i t s ;  and t h o s e  wi thout  s t a b l e  r e s idence . "  

I n  c l o s i n g  h i s  remarks, M r .  Rogers cau t ioned  committee mem-
b e r s  n o t  t o  be "swayed by i s o l a t e d ,  s p e c i f i c  c a s e s  of problems and 
hea r t ache  occu r r ing  under a p a r t i c u l a r  law. M i l l i o n s  of  c r e d i t  
t r a n s a c t i o n s  a r e  c lo sed  each y e a r  i n  Colorado.  Our i n d u s t r y  ac-  
counts  f o r  ove r  300,000 i t s e l f .  I f  100,000 of t h e s e  have been in- 
ju red  and a r e  complaining,  t h e  f ence  needs mending; b u t  i f  t h e  
number i s  on ly  500 o r  even 1,000, one-s ix th  o r  one - th i rd  of one 
p e r  c e n t ,  it must be something o t h e r  t han  omiss ions  i n  t h e  law. 
S p e c i f i c  c a s e s ,  e s p e c i a l l y  w i t h  g r e a t  emotional  appea l ,  can be very 
mis leading evidence where such a  l a r g e  segment of t h e  community is  
concerned." 

M r .  Helmuth M i l l e r ,  r a t e  a n a l y s t  f o r  B e n e f i c i a l  Management 
Corpora t ion ,  reviewed t h e  h i s t o r y  of smal l  l o a n  l e g i s l a t i o n  i n  
t h i s  count ry  and t h e  n e c e s s i t y  f o r  having t h i s  s e r v i c e ,  e s p e c i a l l y  
f o r  s k i l l e d ,  s emi - sk i l l ed ,  and u n s k i l l e d  workers. A f t e r  s t a t i n g  
t h a t ,  t o  h i s  knowledge, i n  t h e  50 y e a r s  of i t s  development t h e r e  
has  never  been a r e p e a l  of a sma l l  l o a n  law of t h e  t ype  sponsored 
j o i n t l y  by t h e  R u s s e l l  Sage Foundation and r e s p o n s i b l e  e lements  i n  



t h e  consumer l oan  f i e l d ,  M r .  Miller commented t h a t  t h e r e  have, 
however, been a number of  a t t empt s  t o  reduce r a t e s  d r a s t i c a l l y .  
H I n  t h e  t h r e e  s t a t e s  i n  which d r a s t i c  r a t e  r e d u c t i o n s  were made --
New J e r s e y ,  Missour i ,  and West V i r g i n i a  -- t h e  l e g i t i m a t e  l e n d e r s  
d i d  abandon t h e  f i e l d  and t h e  l oan  sha rks  swarmed back i n .  A s  a 
r e s u l t  of t h i s  exper ience ,  each  of t h e s e  s t a t e  l e g i s l a t u r e s  found 
it necessary  t o  r e e n a c t  r a t e s  s u f f i c i e n t l y  high t o  a t t r a c t  back 
t h e  l e g i t i m a t e  c a p i t a l  which had l e f t . "  

So f a r  a s  loan  o p e r a t i o n s  a r e  concerned,  M r .  M i l l e r  s a i d  
t h a t  ope ra t ing  a  smal l  l o a n  company i s  a  h igh-cos t  bus iness .  I n  
e f f e c t ,  t h e  borrower i s  buying money a t  r e t a i l  -- money which t h e  
l oan  company acqui red  a t  wholesale  through t h e  s a l e  of  s tocks ,  
bonds, bank borrowings,  and r e t a i n e d  ea rn ings .  Moreover, t h e  bor- 
rower i s  no t  on ly  buying money a t  r e t a i l ,  he i s  a l s o  buying t h a t  
money on t h e  i n s t a l l m e n t  plan.  Thus, t h e  c o s t s  i ncu r r ed  i n  ser-
v i c i n g  such a  borrower embrace n o t  on ly  t h e  normally h i g h e r  r e t a i l  
c o s t s  -- i n  t h i s  c a s e  t h e  c o s t  of l end ing  r e l a t i v e l y  smal l  sums t o  
r e l a t i v e l y  l a r g e  numbers of  borrowers -- b u t  a l s o  t h e  p a r t i c u l a r  
c o s t  f a c t o r s  i n h e r e n t  i n  buying anyth ing  on an i n s t a l l m e n t  b a s i s .  

M r .  M i l l e r  summarized v a r i o u s  r e c e n t  s t u d i e s  on t h e  c o s t  of 
p rov id ing  consumer c r e d i t .  He s a i d  t h a t  t h e  c e r t i f i e d  pub l i c  ac-  
countan t  f i r m  of Touche, Ross, Ba i ley  & Smart had r e c e n t l y  completed 
a  s tudy  of  a lmost  two m i l l i o n  charge accounts  f o r  t h e  Nat iona l  Re- 
t a i l  Merchants Assoc i a t i on  which showed a  l o s s  of  $1.82 f o r  each 
r evo lv ing  c r e d i t  account  even though customers pay charges  of one 
and one-half p e r  c e n t  on monthly ba lances ,  o r  an e f f e c t i v e  i n t e r e s t  
r a t e  of 18 p e r  c e n t  p e r  year .  A r e c e n t  compi la t ion  by Dun & Brad-
s t r e e t  shows t h a t  a l l  i n d u s t r y  a s  a  group had a g r o s s  mark-up of 
28.82 p e r  c e n t ,  compared w i t h  B e n e f i c i a l ' s  nat ionwide g r o s s  of  
23.03 p e r  c e n t  and a  Colorado g r o s s  of  24.34 p e r  c e n t ;  however, i n  
t h e  r e t a i l  a r e a ,  where M r .  M i l l e r  f e l t  comparisons would be more 
a p p r o p r i a t e l y  made, g e n e r a l  merchandise s t o r e s  and department 
s t o r e s  show an average mark-up of o v e r  35 p e r  c e n t ;  a p p a r e l  and 
a c c e s s o r i e s ,  34.6 p e r  c e n t ;  f u r n i t u r e  s t o r e s ,  33.6 p e r  c e n t ;  jewelry  
s t o r e s ,  44.16 p e r  c e n t ,  and s o  on. A 1959 s tudy  by S tan fo rd  Re- 
s e a r c h  I n s t i t u t e  e n t i t l e d  I1Composite Earnings  Performance of t h e  
Major Consumer Finance Companies1' i nc ludes  a t a b l e  where t h e  earn-  
i n g s  of 35 major i n d u s t r i e s  a r e  compared on t h e  b a s i s  of t o t a l  
c a p i t a l  employed. T h i s  t a b l e  shows t h a t  t h e  consumer f i n a n c e  in -  
d u s t r y  ranked n e a r  t h e  bottom -- 31st o u t  of t h e  35 i n d u s t r i e s  
researched .  

I n  t h e  c a s e  of consumer l oan  companies, M r .  Miller s a i d ,  
" the  g r o s s  charge f o r  money whether a t  wholesale  o r  r e t a i l  may be 
l i kened  t o  t h e  mark-up on any o t h e r  commodity which i s  s o l d  a t  a  
p r o f i t  i n  a  compet i t ive  market.  It i s  s t i l l  a ques t ion  of eco-
nomics and t h e  charge has  t h e  same b a s i c  job  t o  do: ( 1 )  g e t  back 
t h e  c o s t  of t h e  commodity; ( 2 )  reimburse a l l  c o s t s  i ncu r r ed  i n  
s e l l i n g  and s e r v i c i n g  t h e  commodity; (3) produce a f a i r  n e t  p r o f i t  
on t h e  t o t a l  working c a p i t a l  o r  a s s e t s  used i n  t h e  bus iness .  

"The consumer f i n a n c e  bus ines s  has a l l  t h e  c o s t  f a c t o r s  i n  
common wi th  o t h e r  r e t a i l  e s t ab l i shmen t s  l i k e  s a l a r i e s ,  r e n t ,  l i g h t ,  



a d v e r t i s i n g ,  t a x e s ,  l i c e n s e  f e e s ,  p r i n t i n g ,  postage,  and t h e  l i k e ,  
a s  well a s  c o s t l y  i n v e s t i g a t i o n s  and c o l l e c t i o n  a c t i v i t y .  

"Then t h e r e  is  t h e  element of  r i s k ,  I n  a  c a s h  merchandise 
s a l e ,  t h e  t r a n s a c t i o n  i s  f i n i s h e d  when cash  i s  exchanged f o r  t h e  
merchandise, The mark-up has  been f u l l y  rece ived .  I n  an i n s t a l l -
ment purchase ,  p a r t  of t h e  p r i c e ,  i n  most i n s t a n c e s ,  i s  r ece ived  
through a  down payment. I n  a d d i t i o n ,  s e r v i c e  charges  a r e  u s u a l l y  
added f o r  t h e  p r i v i l e g e  of  paying i n  i n s t a l l m e n t s  o r  t h e  so -ca l l ed  
cash  has  an ad jus tment  i n  it t o  cover  i n s t a l l m e n t  c o s t s .  I n  any 
even t ,  t h e  a c t u a l  c a p i t a l  i n  jeopardy i n  r e l a t i o n  t o  t h e  f a c e  
amount of t h e  o b l i g a t i o n  i s  cons ide rab ly  l e s s  t han  i n  a  d i r e c t  
loan  t r a n s a c t i o n .  

"In  t h e  consumer l o a n  bus ines s ,  it i s  100 c e n t s  on t h e  do l -  
l a r  which i s  i n  jeopardy -- p l u s  o t h e r  c o s t s  which a r e  no t  i n  t h a t  
100 c e n t s .  Those c o s t s  you hope t o  g e t  back o u t  of a 'mark-up' y e t  
t o  be c o l l e c t e d .  "19 

M r .  Pau l  Moo, g e n e r a l  counse l  t o  Assoc i a t e s  Investments  
Company and a f f i l i a t e d  wi th  t h e  Na t iona l  Conference of  Commissioners 
on Uniform S t a t e  Laws, o u t l i n e d  t h e  g e n e r a l  p r o g r e s s  being made i n  
t h e  d r a f t i n g  of a comprehensive, uniform law t h a t  would c o n s o l i d a t e  
most of t h e  s t a t e s 1  consumer l oan  laws,  e s t i m a t i n g  t h a t  t h i s  d r a f t  
would be completed by 1968 o r  1969. 

D r .  Harold Wolf, p r o f e s s o r  of f i n a n c e  a t  t h e  Un ive r s i t y  of 
Colorado,  s t a t e d  t h a t  t h e  philosophy behind t h e  sma l l  loan  law i s  
t o  p r o t e c t  t h e  pub l i c .  The p u b l i c ,  it i s  h e l d ,  i s  l e s s  w e l l  i n -  
formed about  f i n a n c i a l  i n s t i t u t i o n s  and about  money and c r e d i t  t han  
about  o t h e r  t h i n g s .  The re fo re ,  t h e  p u b l i c  needs more p r o t e c t i o n  
when borrowing money than  when buying most commodities. For ex- 
ample, i n  many c a s e s  t h e  u s e r  o f  consumer c r e d i t  does  n o t  know what 
i n t e r e s t  r a t e  he i s  paying. He knows on ly  he pa id  so  much down 
and then  s o  much a  week o r  month. A l e g a l  c e i l i n g  on i n t e r e s t ,  
t hen ,  does provide t h e  consumer w i t h  some educa t ion .  

D r .  Wolf s a i d  t h a t  it i s  r e l a t i v e l y  easy t o  d i s g u i s e  t h e  
t r u e  i n t e r e s t  c o s t  of c r e d i t ,  and r e l a t i v e l y  hard  t o  educa te  t h e  
pub l i c  i n  t h e  f i e l d  of  f i nance .  I f  people  i n  g e n e r a l  could be 
educated t o  t h e  p o i n t  where t hey  could c a l c u l a t e  t h e  t r u e  i n t e r e s t  
c o s t  on borrowed funds ,  many of t h e  problems involved i n  consumer 
c r e d i t  r e g u l a t i o n  might a c t u a l l y  d i sappea r .  Presumably i f  people 
were aware of what t h e y  were paying f o r  borrowed funds ,  they  would 
shop around f o r  t h e  lowes t  r a t e s  a v a i l a b l e .  Then compet i t ion  
among t h e  l e n d e r s  would make l e g i s l a t i o n  much l e s s  necessary.  

19. 	 P a r t  of M r .  M i l l e r ' s  p r e s e n t a t i o n  inc luded  an a n a l y s i s  of 

y i e l d  under t h e  maximum r a t e s  au tho r i zed  i n  t h e  Colorado Con- 

sumer Finance Act. T h i s  a n a l y s i s  i s  conta ined  i n  Appendix B, 




D r .  Wolf concluded h i s  remarks by s a y i n g  t h a t ,  w h i l e  gener-  
a l l y  h i g h e r  i n t e r e s t  r a t e s  a r e  w a r r a n t e d  on consumer l o a n s  t h a n  
on b u s i n e s s  l o a n s ,  many peop le  n o  d o u b t  pay h i g h e r  r a t e s  t h a n  t h e i r  
c r e d i t  r a t i n g s  d i c t a t e .  He  b e l i e v e d  t h e r e  would be  l i t t l e  e f f e c t  
on t h e  f i n a n c e  i n d u s t r y  i f  a l l  l e n d e r s  were r e q u i r e d  t o  d i s c l o s e  
t h e  s i m p l e  i n t e r e s t  r a t e  f o r  a l l  l o a n s .  

D r .  Henry K e s t e r ,  a l s o  o f  t h e  U n i v e r s i t y  o f  Colorado and 
a p p e a r i n g  b e f o r e  t h e  committee a s  a r e p r e s e n t a t i v e  of  t h e  indus-  
t r i a l  bank i n d u s t r y ,  commented on t h e  c o s t  c h a r a c t e r i s t i c s  of  
consumer i n s t a l l m e n t  l e n d i n g ,  on t h e  r a n g e  o f  s e r v i c e  r e q u i r e d  i n  
consumer i n s t a l l m e n t  l e n d i n g ,  and on t h e  n e c e s s i t y  f o r  m a i n t a i n i n g  
t h e  v a r i o u s  t y p e s  of  consumer l e n d i n g  i n s t i t u t i o n s  c u r r e n t l y  found 
i n  t h e  s t a t e  o f  Colorado.  

Among o t h e r  t h i n g s ,  D r .  K e s t e r  s a i d  t h a t  " t h e  r e l a t i o n s h i p  
between l e v e l  of s e r v i c e  and t h e  r a t e  o f  c h a r g e  i s  p o s s i b l y  more 
c r i t i c a l  a t  t h e  moment i n  t h e  consumer c r e d i t  i n d u s t r y  t h a n  a t  any 
o t h e r  t ime  i n  i t s  h i s t o r y .  With t h e  c u r r e n t  i n t e n s e  c o m p e t i t i o n  
f o r  c a p i t a l  i n  a l l  k i n d s  of b u s i n e s s e s ,  a s  w e l l  a s  t h e  growing 
a l t e r n a t i v e s  f o r  t h e  employment of c a p i t a l ,  one  c a n  q u e s t i o n  
s e r i o u s l y  i f  l o w e r  r a t e s  o f  c h a r g e  f o r  consumer l o a n s  i s  r e a l l y  i n  
t h e  b e s t  i n t e r e s t s  o f  t h e  consumer borrowers .  Compet i t ion  f o r  
c a p i t a l  i s  s o  keen t o d a y  t h a t  p a r t i c u l a r  c a r e  i s  now r e q u i r e d  n o t  
o n l y  t o  keep t h e  c a p i t a l  c u r r e n t l y  employed i n  t h i s  i n d u s t r y ,  b u t ,  
a l s o ,  t o  a t t r a c t  a d d i t i o n a l  c a p i t a l  i n t o  it t o  meet t h e  growing 
needs  and i n c r e a s i n g  numbers of  consumer bor rowers .  Accord ing ly ,  
one can  a r g u e  t h a t  it i s  p r o b a b l y  i n  t h e  i n t e r e s t s  of  t h e  bor rowers  
more t h a n  any o t h e r  i n d i v i d u a l  o r  g roup  t o  m a i n t a i n  t h e  c u r r e n t  
r a t e s  of c h a r g e  i n  t h i s  i n d u s t r y . "  

I n  r e g a r d  t o  t h e  r a n g e  o f  s e r v i c e s  r e q u i r e d  t o  meet t h e  
needs  of  consumer bor rowers ,  D r .  K e s t e r  s t a t e d  t h a t  " t h e r e  a r e  
bor rowers  who need s m a l l  amounts of  money f o r  s h o r t  p e r i o d s  of 
t i m e ;  t h e r e  a r e  o t h e r s  who need l a r g e  amounts of c r e d i t  f o r  l o n g  
p e r i o d s  of  t i m e ;  t h e r e  a r e  t h o s e  need ing  c r e d i t  f o r  emergencies  
o v e r  a  wide r a n g e  o f  time; and many bor rowers  need t o  c o n s o l i d a t e  
u n c o n t r o l l e d  d e b t s  i n t o  a manageable p l a n  f o r  repayment.  A l l  of 
t h e s e  bor rowers ,  and t h e r e  a r e ,  o f  c o u r s e ,  many o t h e r  k i n d s  o f  need, 
r e q u i r e  p e r s o n a l  s e r v i c e ,  and I do not know o f  any i n d i v i d u a l  
l e n d e r  o r  t y p e  of l e n d i n g  i n s t i t u t i o n  c a p a b l e  of meet ing  of 
t h e s e  needs.  Accord ing ly ,  t h e  consumer c r e d i t  i n d u s t r y  h a s  grown 
i n t o  s e v e r a l  d i f f e r e n t ,  a s  w e l l  a s  d i s t i n c t ,  b u s i n e s s e s ;  and it 
seems f a i r  t o  s t a t e  t h a t  r e c o g n i z i n g  t h i s  f a c t  would r e q u i r e  t h e  
maintenance  of  r e g u l a t i o n s  which would a l l o w  f o r  d i f f e r e n c e s  i n  
t h e  amounts of p e r s o n a l  s e r v i c e  r e q u i r e d  t o  meet t h e  needs  o f  a l l  
bor rowers  most e f f i c i e n t l y . "  

D r .  K e s t e r  ended h i s  comments by c o n c l u d i n g  t h a t  " t h e  con-
sumer c r e d i t  bor rower  needs  t h e  d i f f e r e n t  Lending i n s t i t u t i o n s  we 
now have i n  t h i s  s t a t e ,  i f  he i s  t o  f i n d  a d e q u a t e  a l t e r n a t i v e s  t o  
meet h i s  own growing and chang ing  c r e d i t  needs .  One c a n  submi t ,  
t h e r e f o r e ,  t h a t  a r e d u c t i o n  i n  t h e  sate of charge f o r  consumer 
i n s t a l l m e n t  l o a n s  i n  t h e  s t a t e  of  Colo~adoi s  less t h a n  l i k e l y  t o  
be i n  t h e  r e a l  i n t e r e s t s  of consumer bor rowers  i n  t h i s  s t a t e *  



The consumer c r e d i t  needs h e r e  a r e  l i k e l y  t o  grow r a p i d l y  both i n  
t o t a l  amount and i n  t h e  k inds  of l o a n s  d e s i r e d ,  Our p r e s e n t
f i n a n c i a l  i n s t i t u t i o n a l  s t r u c t u r e  can meet consumer c r e d i t  needs 
a s  t hey  appear ,  and thereby  c o n t r i b u t e  i t s  f u l l  s h a r e  t o  t h e  g r e a t  
growth p o t e n t i a l  we  bo th  a n t i c i p a t e  and want i n  t h e  s t a t e  of 
Colorado. " 

M r .  Rvnie Doherty, r e p r e s e n t i n g  t h e  Colorado I n d u s t r i a l  
Bankers' Assoc ia t ion ,  p re sen ted  t h e  committee w i th  a  b r i e f  h i s t o m  
of consumer f i n a n c e  s e r v i c e s  i n  t h i s  count ry  and t h e  role of 
i n d u s t r i a l  banks i n  t h i s  movement. M r .  Doherty po in ted  o u t  t h a t  
c r i t i c i s m  of t h e  f i nance  i n d u s t r y  i s  u s u a l l y  based upon t h e  maxi- 
mum amount of charges  permi t ted ,  bu t  he  f e l t  a  r e a l i s t i c  y a r d s t i c k  
would be t h e  e f f e c t i v e  r a t e  of  charges  which he s a i d  i s  much less 
than  t h e  maximum s i n c e  t h e  b u s i n e s s  i s  h igh ly  compet i t ive .  I n  
t h i s  connect ion,  M r .  Doherty r epo r t ed  t h e  fo l lowing  s t a t i s t i c s  f o r  
t h e  r e t u r n  on n e t  worth f o r  t h e  f i n a n c e  indus t ry :  

Source 

F i r s t  N a t ' l  Bank of ( a )  A l l  r e p o r t i n g  consumer 
Chicago 	 - f i n a n c e  companies 
( ~ v g. 1960- 1964 ) 	 11.57% 

( b )  	 A l l  r e p o r t i n g  s a l e s  
f i n a n c e  companies 

7.76% 
Bank of New York (1965) ( c )  Independent s a l e s  f  i-

nance companies 
8.18% 

( d )  	 Na t iona l  s a l e s  f i nance  
companies

10.70% 
Cont. 	 I l l i n o i s  N a t l l  ( e )  S a l e s  f i n a n c e  companies 

Bank (1965) 8.2% 
( f )  	Consumer f i n a n c e  com- 

pan ie s
11.S 

M r .  Doherty expanded on t h e  s i g n i f i c a n c e  of t h e s e  f i g u r e s  by say- 
ing  t h a t ,  n a f t e r  r e f l e c t i n g  t h e  u l t i m a t e  e f f e c t  upon n e t  p r o f i t s  
because of t h e  r e c e n t  i nc reased  c o s t  of money (based on 60  p e r  c e n t  
borrowing a t  a  25 p e r  c e n t  c o s t  i n c r e a s e ) ,  . t h e  corresponding per-  
cen tages  of r e t u r n  on n e t  worth a s  shown above would be  ( a )  7.23%. 
( b )  5.85%. ( c )  5.11%. (d )  6.69%. ( e )  5.13%. and ( f )  6.88%, o r  an 
average r e t u r n  on n e t  worth f o r  t h e  t o t a l  group of 6.14%. Th i s  com- 
pa re s  t o  n a t i o n a l  banks1 n e t  income a f t e r  t a x e s  of 10.2% t o  t o t a l  
c a p i t a l  accounts  f o r  banks wi th  t e n  m i l l i o n  t o  f i f t y  m i l l i o n  d o l l a r s  
i n  a s s e t s  (from t h e  Tenth Fede ra l  Reserve D i s t r i c t  o p e r a t i n g  r a t i o s ,  
1965)." 

Mr.  Doherty suggested t h a t  " these  f i g u r e s  r e a d i l y  show t h e  
reason  	i n v e s t o r s  a r e  becoming very  discouraged w i t h  t h e i r  i nves t -  
ments i n  t h e  f inarlce i ndus t ry .  T h i s  t r e n d ,  i f  al lowed t o  cont inue ,  
w i l l  cause  t h e  r e t u r n  of t h e  h igh - r a t e ,  outs ide-of- the- law l e n d e r  



t h a t  f l o u r i s h e d  be fo re  f a r s i g h t e d  l e g i s l a t o r s  enacted f a i r  laws. 
The t r e n d  i s  very  appa ren t  i n  Colorado, where many independents 
have been fo rced  t o  l i q u i d a t e  t h e i r  f i n a n c e  o f f i c e s  o r  se l l  t o  
n a t i o n a l  companies whose s i z e  enab le s  them t o  o p e r a t e  more e f f i c i -  
e n t l y  and o b t a i n  funds  a t  lower c o s t s .  It would indeed be unfor-  
t u n a t e  i f  on ly  a  few companies o r  t a x - f r e e  i n s t i t u t i o n s  could 
o p e r a t e  under t h e  law. Many needy people would f i n d  themselves 
wi thout  a  source  of funds  because o f  t h e  s e l e c t i v e ,  non-competi- 
t i v e  atmosphere t h a t  would p r e ~ a i l . ~  

M r .  Melvin Coffee ,  a  Denver a t t o r n e y ,  d i s cus sed  t h e  follow- 
i n g  conc lus ions  wi th  t h e  committees 

( 1 )  	 The p re sen t  system c r e a t e s  confusion and doubt i n  t h e  
mind of  t h e  smal l  l oan  borrower a s  well a s  i n  t h e  
mind of h i s  adv i so r .  

( 2 )  	 The average sma l l  l o a n  borrower cannot  know t h e  t r u e  
c o s t  o f  h i s  loan.  I n  a  word, p r e s e n t  law encourages 
decept ion  of t h e  borrower. 

(3) The p re sen t  consumer f i n a n c e  laws a r e  u n f a i r  t o  t h e  
borrower. 

(4)  	 C o r r e c t i v e  l e g i s l a t i o n  i s  u r g e n t l y  needed t o  cod i fy  
consumer lend ing  laws i n  o r d e r  t o  p re se rve  t h e  o r i g i -  
n a l  purpose of t h e  laws. 

I n  h i s  comments, M r .  Coffee  s a i d :  ''Not on ly  do t h e  mechan- 
i c s  of t h e  s t a t u t e s  breed confus ion ,  bu t ,  even more important ,
t hey  condone terms which can have no o t h e r  e f f e c t  t han  t o  mislead 
t h e  average sma l l  l oan  borrower. One would t h i n k  t h a t  s i x  pe r  
c e n t  i s  s i x  p e r  c e n t  i s  s i x  p e r  c e n t .  Not s o  when some s t a t u t e s  
permit  d i s coun t ing ,  o t h e r s  permit  add-on, and o t h e r s  permit  pre- 
c a l c u l a t i o n  on t h e  unpaid balance.  Discount ing and add-on 
e f f e c t i v e l y  double  t h e  simple i n t e r e s t  r a t e .  There i s  no reason 
why t h e  r a t e  of  i n t e r e s t  should no t  be made known t o  t h e  borrower -- r a t e  of i n t e r e s t  expressed i n  terms of s imple  annual  i n t e r e s t  
on t h e  unpaid balance of h i s  loan.  To t e l l  a  person he i s  t o  pay 
t e n  p e r  c e n t  when he i s  r e a l l y  paying 20 pe r  c e n t  simple i n t e r e s t  
i s  wrong. Yet t h i s  i s  e x a c t l y  what ou r  s t a t u t e s  encourage f o r  
i n d u s t r i a l  banks.. . 

"Not on ly  a r e  t h e  r a t e s  decep t ive ,  t h e  amount of t h e  
loan  i s  a l s o  decept ive .  If a borrower walks away from t h e  f i nance  
o f f i c e  wi th  $500, one would reasonably  t h i n k  he has  borrowed $500. 
Some of t h e  s t a t u t e s  permit  no a d d i t i o n a l  charges ,  some permit  
insurance  and f i l i n g  f e e s ,  some permit  f l a t  amounts of s e r v i c e  f e e s  
t o  be considered ' loaned '  t o  t h e  borrower on which i n t e r e s t  can be 
charged.  Consider  f o r  one moment t h e  g a l l  of t h e  s t a t u t e s .  The 
buyer i s  paying a h ighe r  r a t e  of i n t e r e s t  presumably because he i s  
a poorer  r i s k ,  t hen  t h e  s t a t u t e  keeps t h e  h i g h e r  i n t e r e s t  r a t e ,  
permi t s  t h e  s e c u r i t y  t o  be i nc reased  t o  t h e  s t a t u s  of a bank r i s k  



and then charges t h e  borrower not  only t o  inc rease  t h e  s e c u r i t y  of 
t h e  lender ,  but  a l s o  t o  charge t h e  borrower interest  f o r  t h e  
increased s e c u r i t y  given t o  t h e  lender ."  

I n  conclusion,  M r .  Coffee s a i d  t h a t ,  "as has been s t a t e d ,  
t h e  o r i g i n a l  purpose of small  loan laws was t o  keep loan sharks 
out  of t h e  community. It was determined t h a t  an ind iv idua l  tempo- 
r a r i l y  i n  d i r e  need of funds should not  be forced t o  pay ' u n f a i r  
i n t e r e s t 1  o r  be s u b j e c t  t o  ' u n f a i r  c o l l e c t i o n  methods.' It was 
determined t h a t  t h e  ind iv idua l  should be a b l e  t o  go t o  a regula ted  
l ender  whose f e e s  would be known i n  advance, f a i r  t o  both t h e  
l ender  f o r  t h e  r i s k  of t h e  loan,  and f a i r  t o  t h e  borrower. Per-
haps it i s  due t o  our  changing soc ie ty ,  perhaps it i s  due t o  an 
unawareness of t h e  publ ic ,  but  f o r  whatever t h e  reason I be l i eve  
t h a t  t h e  consumer f inance  laws should a l l  be cod i f i ed  i n  such a 
manner t h a t  t h e  regula ted  l ender  i s  permitted a r e t u r n  which w i l l  
j u s t i f y  t h e  r i s k ,  so t h a t  t h e  c o s t  of borrowing i n  terms of dol-
l a r s  and simple annual i n t e r e s t  i s  known t o  t h e  borrower i n  advance 
of h i s  ob l iga t ing  himself ,  so t h a t  maximum r a t e s ,  methods of com-
puting t h e  money o r  c r e d i t  advance, w i l l  be uniform regard less  of 
t h e  type  of agency which advances t h e  c r e d i t ,  and s o  t h a t  s e r v i c e  
f e e s  o r  a d d i t i o n a l  c o s t s  a r e  deemed t o  be a p a r t  of t h e  c o s t  of 
doing business .  I n  a sentence,  t h e  average borrower should know 
t h e  t r u e  c o s t  of borrowing money." 

Review of B i l l  Drafts. B i l l  d r a f t s  combining t h e  Consumer 
Finance Act of 1955 with t h e  Money Lenders Act of 1913 and t h e  Re- 
t a i l  Motor Vehicle Ins ta l lmen t  S a l e s  Act of 1951 with t h e  Personal  
Property Ins ta l lmen t  Sa les  Act of 1959 were reviewed and discussed 
a t  committee meetings held on J u l y  26-27, August 26-27, and Sep- 
tember 14, 1966. 

The S t a t e  Bank Commissioner suggested s e v e r a l  changes 
desianed t o  t i a h t e n  admin i s t r a t ion  and s u ~ e r v i s i o n  of t h e  consumer 
f i n a i c e  indus t ry .  Among o t h e r  t h i n g s ,  t h e  commissioner suggested 
t h a t  t h e  consumer f inance  law should provide f o r  a maximum r a t e  of 
i n t e r e s t  t h a t  may be charged a f t e r  t h e  maturi ty  d a t e  of a loan;  
f o r  t h e  c o l l e c t i o n  of examination f e e s  by t h e  banking department 
when s p e c i a l  examinations must be made; f o r  basing a l l  charges on 
twelve 30-day months, o r  a 360-day year ,  except on in te res t -bea r ing  
notes ;  f o r  minimum c a p i t a l  requirements which must be met before a 
l i c e n s e  may be i ssued;  f o r  t h e  c o l l e c t i o n  of an extension o r  de- 
ferment charge; f o r  r equ i r ing  refunds of insurance premiums on 
loans  prepaid o r  renewed before  a d d i t i o n a l  insurance i s  w r i t t e n  on 
new loans;  and f o r  a p r o h i b i t i o n  of r e c a s t i n g  of preca lcula ted
loans on an in te res t -bea r ing  b a s i s  except through renewal on an 
in te res t -bea r ing  note.  

Concerning t h e  money l enders  a c t ,  M r .  Bloom suggested repor t -  
ing requirements should be provided; t h e  two p e r  cent  per  month 
r a t e  should be reduced t o  a maximum of one and one-half per  cent  on 
t h e  unpaid balance; a c t u a l  out-of-pocket expenses f o r  f i l i n g  o r  
r e l eas ing  mortgages, a b s t r a c t i n g ,  e t c . ,  should be allowed, t o  be 



c o l l e c t e d  a t  t h e  time t h e  loan  is  made; and t h e  p rov i s ions  p e r t a i n -  
i ng  bo th  t o  secured and unsecured loans  should be c l e a r l y  s t a t e d .  

I n  a d d i t i o n ,  t h e  S t a t e  Bank Commissioner a l s o  r epo r t ed  t h a t  
Colorado i s  "without  l e g i s l a t i o n  i n  t h e  a r ea  of l oan  brokerage i n  
t h e  consumer f i n a n c e  sphere  of  l end ing .  A f u r t h e r  development o r  
ex t ens ion  of t h i s  p r a c t i c e  could be a  means whereby a l end ing  in -  
s t i t u t i o n ,  i n  c o l l u s i o n  wi th  a n o t h e r  o r g a n i z a t i o n  o r  i n d i v i d u a l ,  
might circumvent e x i s t i n g  s t a t u t e s  and i n  e f f e c t  e x t r a c t  from t h e  
borrower a d d i t i o n a l  f e e s  and charges ,  adding t o  an a l r eady  very 
high r a t e  of  i n t e r e s t  on a  loan...The sugges t ion  could fo l low t h a t  
perhaps t h i s  p a r t i c u l a r  t ype  of  a c t i v i t y  w i t h i n  t h e  consumer f i -  
nance a r e a  might be e i t h e r  r e g u l a t e d  by new l e g i s l a t i v e  enactment 
o r  by amendment t o  e x i s t i n g  laws." M r .  Bloom a l s o  commented t h a t  
t h e  c o n s o l i d a t i o n  of t h e  two lending  a c t s  w i l l  r e s u l t  i n  reduced 
l i c e n s e  f e e  r e c e i p t s  t o  t h e  department of some $23,000 pe r  y e a r  
and suggested t h a t  t h e  s i n g l e  l i c e n s e  f e e  under  t h e  conso l ida t ed  
d r a f t  be i nc reased  t o  o f f s e t  t h i s  r educ t ion .  

M r .  R. W. Turner ,  Jr., of Durango, appeared be fo re  t h e  com-
m i t t e e  on behalf  of  consumer f i n a n c e  companies o p e r a t i n g  on t h e  
Western Slope.  M r .  Turner  summarized h i s  comments by saying t h a t :  
( 1 )  Because of t h e  h igh  c o s t  of money today,  consumer f i n a n c e  
companies do no t  f e e l  t h a t  a r a t e  c u t  i s  a p p r o p r i a t e  a t  t h i s  t ime; 
(2 )  t h e  companies a r e  concerned about  no t  a l lowing  a t t o r n e y ' s  f e e s  
i n  c a s e s  of l i t i g a t i o n ,  p o i n t i n g  o u t  t h a t  t h e  conso l ida t ed  roposa l  
i nc ludes  l oans  i n  very l a r g e  amounts of more than  $1500; (3P con-
sumer f i n a n c e  companies a r e  a l s o  concerned about  l o s i n g  t h e  p r in -  
c i p a l  when a  mis take i s  made i n  a  l oan  and they  f e e l  t h a t  t h i s  
would be t o o  seve re  a  p e n a l t y ,  adding t h a t  t h e r e  could be c o l l u s i o n  
between an employee and a  borrower t o  def raud  a company under t h i s  
pena l ty ;  and (4 )  t h e  companies a r e  a l s o  concerned about no t  allow- 
ing  a l e n d e r  t o  e a r n  commissions on t h e  s a l e  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  insurance .  

M r .  Richard Tucker, of T r i - S t a t e  Finance Corpora t ion ,  Denver, 
commented t h a t :  

(1) H i s  i s  no t  a  l a r g e  f i n a n c e  company and it has t o  bor- 
row money t o  make l o a n s ,  and t h e  company i s  paying h i g h e r  i n t e r e s t  
on t h i s  money than  a r e  t h e  l a r g e r  f i n a n c e  companies. A s  of now, 
t h e  oppor tun i ty  e x i s t s  f o r  s t a r t i n g  smal l  f i n a n c e  companies, bu t  
t h e  b i l l  d r a f t ,  i n  reducing a l l owab le  monthly i n t e r e s t  r a t e s  from 
two p e r  c e n t  t o  one and one-half  p e r  c e n t ,  would make it inoperab le
f o r  h i s  company, and it would t h u s  f o r c e  t h e  sma l l  companies o u t  of 
bus iness .  

( 2 )  With r e s p e c t  t o  commissions on insurance ,  M r .  Tucker 
s t a t e d  t h a t  consumer f i n a n c e  companies r e l y  very  heav i ly  on t h e s e  
a s  p a r t  of t h e i r  o p e r a t i n g  p r o f i t ;  a t  t h e  same t ime ,  t h i s  insurance  
p r o t e c t s  t h e  consumer by no t  l e a v i n g  a  widow saddled  w i t h  deb t .  

( 3 )  I n t e n t  i s  sometimes very  hard t o  prove, M r .  Tucker 

s a i d ,  and vo id ing  t h e  p r i n c i p a l  of a  l oan  i s  simply t o o  s t r o n g  a  




p e n a l t y  prov is ion .  He added t h a t  insurance  companies who l end  
money t o  smal l  companies such a s  he  was r e p r e s e n t i n g  look very hard  
a t  a  s t a t e ' s  l oan  law, and t h i s  proposed p rov i s ion  would cause  
them t o  look unfavorably  on any a d d i t i o n a l  f i nanc ing  of sma l l  loan  
companies i n  Colorado. 

M r .  Roqers, execu t ive  v i c e  p r e s i d e n t  of t h e  Colorado Consumer 
Finance Assoc i a t i on ,  provided t h e  committee w i th  a  number of changes 
proposed by members of h i s  a s s o c i a t i o n  a f t e r  having reviewed t h e  
two b i l l  d r a f t s .  A s  p a r t  of h i s  comments r ega rd ing  t h e  conso l ida t ed  
consumer f i n a n c e  b i l l ,  M r .  Rogers s a i d :  "1 would pas s  on t o  you a  
sugges t ion  a s  t o  r a t e  s t r u c t u r e  f o r  t h i s  b i l l  t h a t  has  been recom-
mended by many of  o u r  members. I n t e r e s t  c o s t s  on borrowed money 
have r i s e n  t h r e e  t imes  s i n c e  l a s t  w in t e r .  Wages, r e n t s ,  s u p p l i e s ,
and o t h e r  c o s t s  a r e  s i m i l a r l y  r i s i n g  a t  a  s t eady  r a t e .  Reducing 
t h e  maximum r a t e  pe rmis s ib l e  under  t h e s e  c o n d i t i o n s  can on ly  r e s u l t  
soon i n  removing many lower income and l e s s  s t a b l y  employed persons  
from a c c e s s  t o  t h i s  source  of money and c r e d i t .  Remember t h i s  --
t h e  consumer f i n a n c e  bus ines s  was o r i g i n a l l y  e s t a b l i s h e d  t o  s e r v i c e  
t h i s  working-man c l a s s .  S ince  i t s  e s t ab l i shmen t  i n  1916, r a t e s  of 
i n t e r e s t  o r  t h e  c o s t  of t h i s  s e r v i c e  has  been he ld  a t  t h e  same o r  a  
s l i g h t l y  lower l e v e l ,  whi le  c o s t s  o f - d o i n g  bus ines s  have r i s e n  f o u r  
t imes.  " 

The r a t e  suggested was a s  fo l lows:  Option A -- t h r e e  p e r  
c e n t  p e r  month on t h e  p r i n c i p a l  no t  exceeding $300, one and one- 
h a l f  p e r  c e n t  p e r  month on t h e  amount of t h e  p r i n c i p a l  exceeding 
$300 bu t  no t  exceeding $500, and one p e r  c e n t  p e r  month on t h e  
amount of t h e  p r i n c i p a l  exceeding $500 bu t  n o t  exceeding $1500; and 
Option B -- one and t h r e e - f o u r t h s  p e r  c e n t  p e r  month on l o a n s  where 
t h e  p r i n c i p a l  t o t a l s  more than  $1500. I n  t h i s  manner, M r .  Rogers
s a i d ,  s i n c e  t h e  e f f e c t i v e  monthly i n t e r e s t  r a t e  on a  loan  of $1500 
under Option A i s  1.78 p e r  c e n t ,  a smooth t r a n s i t i o n  would be pro- 
duced a t  t h e  $1500 l e v e l  f o r  l o a n s  under Option B i n  excess  of 
$1500. 

I n  concluding h i s  remarks, M r .  Rogers s a i d  t h a t  he be l i eved  
t h e  f o u r  c u r r e n t  Colorado a c t s  cover ing  consumer lend ing  and r e t a i l  
i n s t a l l m e n t  s a l e s  a r e  adequate  u n t i l  t h e s e  a c t s  can be pe r f ec t ed  o r  
a r e a l l y  good uniform c r e d i t  code i s  produced by t h e  n a t i o n a l  com-
m i t t e e  t h a t  has  been working on t h i s  job f o r  more than  a  year .  
Because of t h e  complicated f e a t u r e s  involved,  he d i d  no t  b e l i e v e  
t h a t  a  p roper  job  could be done on t h e  committee 's  d r a f t s  i n  t h e  
l i m i t e d  t ime a v a i l a b l e .  

M r .  Morton S c u l t ,  execu t ive  v i c e  p r e s i d e n t  and gene ra l  coun-
s e l  of Business  F a c t o r s ,  Inc . ,  of Phoenix, Arizona,  r epo r t ed  on t h e  
a c t i v i t i e s  of h i s  company's o p e r a t i o n s  i n  f i nanc ing  smal l  bus ines ses  
throughout  t h e  s t a t e  of Colorado under t h e  p rov i s ions  of t h e  1913 
money l e n d e r s  a c t  and,  whi le  approving t h e  concept  of conso l ida t ing  
consumer loan  laws,  expressed  h i s  concern t h a t  t h i s  a t t empt  may 
i n a d v e r t e n t l y  work t o  c u t  o f f  needed funds t o  smal l  bus inesses .  He 
suggested t h a t  t h e  p rov i s ions  i n  t h e  b i l l  d r a f t  should n o t  be a p p l i -  
c a b l e  t o  l oans  t o  sma l l  bus ines ses  t h a t  a r e  made on t h e  b a s i s  of 



accounts  r e c e i v a b l e ,  inventory ,  e t c . ,  o r  where l o a n s  a r e  n o t  made 
t o  consumers. He po in ted  o u t  t h a t  c i rcumstances  h e r e  d i f f e r  from 
those  i n  consumer l o a n s  s i n c e  businessmen a s  such have t h e  a b i l i t y  
t o  e v a l u a t e  t h e  c o s t s  of  l o a n s  be fo re  making them. 

M r .  Dwiqht A .  Hamilton of Denver, one of t h e  commissioners. 
from Colorado on t h e  ~ a t i o n a f  Commission on Uniform S t a t e  Laws. 
s a i d  t h a t  a committee appointed by t h e  commission had been working 
on t h e  p r e p a r a t i o n  of a uniform consumer c r e d i t  code f o r  t h r e e  
y e a r s  and t h a t  a d r a f t  of t h i s  code had been presen ted  f o r  t h e  
f i r s t  t ime a t  t h e  commission's 1966 annual  meeting. The proposed 
d r a f t  i s  n o t  in tended t o  c o n t r o l  s p e c i f i c  i n s t i t u t i o n s ;  r a t h e r  it 
i s  intended t o  r e p l a c e  p re sen t  s t a t e  i n s t a l l m e n t  s a l e s  laws,  smal l  
loan  laws,  and usury laws. The second t e n t a t i v e  d r a f t  of t h e  com-
m i t t e e ,  which w i l l  be based on comments and c r i t i c i s m  on t h e  f i r s t  
t e n t a t i v e  d r a f t ,  i s  planned f o r  completion and p r e s e n t a t i o n  t o  t h e  
1967 annual  conference  of t h e  commission. He thought  t h e  uniform 
d r a f t  would be promulgated i n  t h e  1967 meeting,  adding t h a t  t h e r e  
i s  t a l k  about  a  f e d e r a l  law on t h i s  m a t t e r  which i s  a  reason f o r  
urgency f o r  s t a t e s  t o  adopt  uniform l e g i s l a t i o n .  He urged t h a t  
committee members slow down f o r  a  y e a r  and w a i t  f o r  t h e  completion 
of t h e  uniform d r a f t  be fo re  t a k i n g  any a c t i o n  i n  r ega rd  t o  consumer 
loan l e g i s l a t i o n  f o r  Colorado. 

Door-to-door S a l e s  

The d i s t r i b u t i o n  of p roduc t ion  i s  normally accomplished by 
t h r e e  p r i n c i p a l  methods o r  forms of  merchandising: i n d i r e c t  o r  
r e t a i l - s t o r e  s a l e s ,  ma i l  o r d e r  o r  c a t a l o g  s a l e s ,  and d i r e c t  s a l e s .  
Each of t h e s e  forms of merchandising,  i n  some f a s h i o n ,  i s  and has  
f o r  decades been a f f e c t e d  by s t a t e  and l o c a l  law. For  example, 
Colorado 's  p r e s e n t  t r a n s i e n t  d e a l e r  l i c e n s i n g  law, s e c t i o n  85-2-1 
e t  s eq ,  d a t e s  back t o  1911. 

The d i r e c t  o r  door-to-door s e l l e r ,  however, d i f f e r s  from t h e  
i n d i r e c t  and c a t a l o g  s e l l e r s ,  from t h e  consumer viewpoint ,  i n  a t  
l e a s t  two ways. F i r s t ,  t h e  door-to-door s e l l e r  i s  i n  a  more favor -
a b l e  compet i t ive  p o s i t i o n  s i n c e  he pays l i t t l e  o r  no proper ty  
t a x e s ;  has  few, i f  any,  overhead expenses;  and pays few, i f  any, 
l i c e n s e  f e e s .  S ince  t h e  d i r e c t  s e l l e r  has  lower overhead c o s t s  
t han  h i s  compet i to r  who ma in t a in s  a permanent bus ines s  l o c a t i o n ,  
t h e  p r i c e s  of t h e  d i r e c t  s e l l e r ' s  p roduc ts  can be expected t o  re -
f l e c t  h i s  lower c o s t s ,  and h i s  p r i c e  p o s i t i o n  among h i s  compet i to rs  
can be expected t o  be s u p e r i o r .  Second, and probably most impor- 
t a n t  t o  t h e  ma jo r i t y  of consumers, t h e  p o s s i b i l i t y  of c o r r e c t i n g
problems involv ing  product  m i s r e p r e s e n t a t i o n ,  nondel ivery of pro-
d u c t s ,  e t c . ,  i s  l e s s  than  i f  t h e  s e l l e r  had a permanent l o c a t i o n .  
Th i s  i s  no t  because t h e  d i r e c t  s e l l e r  i s  l e s s  hones t  than  h i s  
compet i to r  who main ta ins  a permanent p l ace  i n  t h e  community, bu t  
on ly  because t h e  pub l i c  has  long f e l t  t h a t  d i r e c t  s e l l i n g ,  s i n c e  it 
cannot  be s o  e a s i l y  r e g u l a t e d  by market- force  d e c i s i o n s ,  such a s  



i n d i v i d u a l  b o y c o t t s ,  should be r e g u l a t e d  by law. The r a t i o n a l e  
f o r  l i c e n s i n g  i s  t h a t  i f  a t r a n s i e n t  merchant i s  l i c e n s e d ,  a de- 
f rauded consumer can more e a s i l y  d i s c o v e r  where he can l o c a t e  t h e  
merchant. 

Cur ren t  Colorado P r o v i s i o n s  

The two methods by which t r a n s i e n t  s e l l i n g  is  r egu la t ed  i n  
t h i s  s t a t e  a r e  through s t a t e  s t a t u t e s  and municipal  ordinances .  

S t a t e  Law. A r t i c l e  2, Chapter  85, C.R.S. 1963, a s  amended 
i n  1964, r e q u i r e s  each t r a n s i e n t  d e a l e r ,  i.e., any person,  e i t h e r  
p r i n c i p a l  o r  a g e n t ,  who engages i n  t h e  n o n - i n t e r s t a t e  commerce 
bus ines s  of t r a v e l i n g  about  c a r r y i n g  wi th  him f o r  s a l e  and s e l l i n g  
manufactured goods, wares,  o r  merchandise, t o  be l i c e n s e d  by each 
county i n  which he wishes  t o  engage i n  h i s  business .20 

I n  o r d e r  t o  r e c e i v e  a county l i c e n s e ,  t h e  t r a n s i e n t  d e a l e r  
must app ly  t o  t h e  county c l e r k  and pay a l i c e n s e  f e e  t h a t  depends 
upon how t h e  d e a l e r  w i l l  t r a v e l  w i t h i n  t h e  county. The d e a l e r ' s  
a p p l i c a t i o n  must be i n  w r i t i n g  and must s - t a t e :  

1. 	 h i s  name; 

2. 	 h i s  add res s ;  

3. 	 whether he t r a n s a c t s  bus ines s  a s  a p r i n c i p a l  o r  an 
agen t ,  and, i f  a s  an agen t ,  t h e  name, r e s idence ,  and 
p l ace  of b u s i n e s s  of  h i s  p r i n c i p a l ;  

4. 	 t h e  kind o r  c l a s s  of goods, wares,  and merchandise he 
proposes t o  se l l  a s  a t r a n s i e n t  d e a l e r  i n  t h e  county;  
and 

5. 	 t h e  p a r t i c u l a r  manner ' i n  which he proposes t o  t r a v e l  i n  
t h a t  county a s  a t r a n s i e n t  d e a l e r .  

The a p p l i c a t i o n  must be accompanied wi th  a county l i c e n s e  f e e  corn- 
puted a s  fol lows:  

20. A copy of t h i s  a r t i c l e  i s  included a s  Appendix C. 



How Dea le r  In t ends  Amount 
t o  T rave l  Within of 

County Fee 

On f o o t  

On a  b i c y c l e  o r  t r i c y c l e  

By c a r r i a g e  o r  o t h e r  v e h i c l e  
and drawn by one horse  
o r  o t h e r  animal $ 50  

By c a r r i a g e  o r  o t h e r  v e h i c l e  
and drawn by two o r  more 
ho r se s  o r  o t h e r  animals  $ 75  

By automobi le ,  motorcycle ,  o r  
o t h e r  s e l f - p r o p e l l i n g  
c a r r i a g e  $ 100 

I n  any o t h e r  manner $ 125 

The county l i c e n s e  i s  n o n t r a n s f e r a b l e ,  vo id  a f t e r  t h e  e x p i r a t i o n  
of one y e a r  from t h e  d a t e  of i t s  i s suance ,  and must be  e x h i b i t e d  
t o  every peace o f f i c e r  who demands t o  s ee  it. 

Municipal  Ordinances.  The second of t h e  two Colorado regu- 
l a t o r y  t o o l s  i s  t h e  municipal  ordinance.  S e c t i o n  139-32-1 ( 6 3 ) ,
C.R.S. 1963, g i v e s  towns and c i t i e s  t h e  a u t h o r i t y  t o  r e g u l a t e  o r  
p r o h i b i t  door-to-door s e l l e r s .  According t o  a  1963 Colorado 
Municipal League survey ,  most of Colorado 's m u n i c i p a l i t i e s  had 
ord inances  i n  e f f e c t  a t  t h e  t ime of t h e  survey which r egu la t ed  
pedd le r s ,  s o l i c i t o r s ,  e t c . ,  and most o f  t h e s e  t h e s e  ord inances  
c l o s e l y  resembled t h e  Green River  Ordinance. A t y p i c a l  Green River  
Ordinance r eads  a s  fo l lows:  

The p r a c t i c e  of going i n  and upon p r i v a t e  r e s idences  
i n  t h e  C i t y  (Town) of by s o l i c i t o r s ,  
peddle rs .  hawkers. i t i n e r a n t  merchants and t r a n s i e n t  
vendors of merchandise, no t  having been reques ted  o r  
i n v i t e d  s o  t o  do by t h e  owner o r  owners, occupant o r  
occupants of s a i d  p r i v a t e  r e s i d e n c e s ,  f o r  t h e  pur- 
pose of s o l i c i t i n g  o r d e r s  f o r  t h e  s a l e  of goods, 
wares, and merchandise, and/or peddl ing o r  hawking 
t h e  same i s  d e c l a r e d  t o  be a nu isance ,  and punish- 
a b l e  by . 

1965 Colorado L e q i s l a t i v e  P roposa l s  

During t h e  1965 l e g i s l a t i v e  s e s s i o n ,  two a t t empt s  were made 
t o  curb a l l e g e d ' a b u s e s  of door-to-door s e l l i n g .  House B i l l  1439 
and Sena te  B i l l  185 in tended  t o  r e g u l a t e  door-to-door s e l l e r s  more 
seve re ly ;  each f a i l e d  t o  become law. 



House B i l l  1439, a s  in t roduced ,  was in tended t o  amend t h e  
s t a t e ' s  t r a n s i e n t  d e a l e r  l i c e n s i n g  a r t i c l e ,  85-2-1 e t  seq ,  by8 

1. 	 changing t h e  p re sen t  d e f i n i t i o n  of a  t r a n s i e n t  d e a l e r  
t o  

...any person,  e i t h e r  p r i n c i p a l  o r  a  e n t ,  
who engages i n  t h e  bus ines s  of t r a v e  ing  P 

about  s e l l i n g  o r  s o l i c i t i n g  s a l e s  of  
manufactured goods, wares,  merchandise, 
o r  s e r v i c e s  t o  any u l t i m a t e  consumer i n  
h i s  home. It s h a l l  a l s o  i nc lude  any 
door-to-door salesman, b u t  s h a l l  n o t  in-  
c lude  any person who d e l i v e r s  such goods 
a s  newspapers, mi lk ,  o r  bread,  where t h e  
d e l i v e r y  of such goods and merchandise i s  
on a  r e g u l a r  r o u t e  and pursuant  t o  a  
weekly o r  monthly o r d e r  o r  s u b s c r i p t i o n ,  
pa id  f o r  by t h e  week o r  month and f o r  
which no w r i t t e n  c o n t r a c t  i s  made. 

2. 	 r e p e a l i n g  t h e  f e e  schedule  and provid ing  t h a t  t h e  county 
l i c e n s e  fee would be $25, r e g a r d l e s s  of  how t h e  d e a l e r  
i n t e n d s  t o  t r a v e l  w i t h i n  t h e  county;  

3. 	 r e q u i r i n g  a d d i t i o n a l  in format ion  t o  be conta ined  i n  t h e  
w r i t t e n  a p p l i c a t i o n ,  i nc lud ing  t h e  a p p l i c a n t ' s :  

a )  	 age;  

b )  	 b u s i n e s s  add res s ;  

c )  	 bus ines s  t e l ephone  number; 

d )  	 t y p e  of bus ines s ;  and 

e )  	 n a t u r e  of  t h e  goods o r  s e r v i c e s  
t o  be s o l d ;  

4. 	 r e q u i r i n g  t h e  county c l e r k  t o  i n v e s t i g a t e  t o  determine 
t h e  t r u t h  and accuracy of t h e  a p p l i c a t i o n ,  and n o t  t o  
l i c e n s e , t h e  a p p l i c a n t  u n l e s s  t h e  a p p l i c a t i o n  i s  t r u t h -
f u l  and ' a c c u r a t e ;  and 

5 .  	 r a i s i n g  t h e  penal  f i n e  conta ined  i n  t h e  a r t i c l e ' s  pen-
a l t y  s e c t i o n  from $10 t o  $100 t o  $100 t o  $300. 

I n  a d d i t i o n ,  House B i l l  1439 would have amended s e c t i o n  
85-2-11, t h e  a r t i c l e ' s  f a l s e  a d v e r t i s i n g  s e c t i o n ,  t o  r e f l e c t  t h e  
charges  desc r ibed  above, and would have added a  new s e c t i o n  t h a t  
would have: 

1. 	 pe rmi t t ed  a purchaser  t o  avoid any s a l e  o r  c o n t r a c t  f o r  



s a l e  made by t h e  d e a l e r  i f  t h e  d e a l e r  were not  l i c ensed ;  
and 

2.  	 prevented a p u r c h a s e r ' s  c o n t r a c t  from being ass igned  o r  
nego t i a t ed  i f  it d i d  no t  c o n t a i n  t h e  t r a n s i e n t  d e a l e r ' s  
name, county l i c e n s e  number, and t h e  name and number of 
h i s  p r i n c i p a l ,  i f  he were an agent .  

P r i o r  t o  being postponed i n d e f i n i t e l y  i n  t h e  Senate  J u d i c i -  
a r y  Committee, House B i l l  1439 was amended t o  r e q u i r e  t h e  l i c e n s e  
t o  be i s sued  by t h e  S e c r e t a r y  of S t a t e  r a t h e r  t han  t h e  county 
c l e r k s .  

Sena te  B i l l  185, a s  in t roduced ,  was in tended t o  be new, 
r a t h e r  t han  amendatory, law, and would have permi t ted  purchasers  of 
goods and s e r v i c e s  bought i n  t h e i r  homes t o  vo id  t h e i r  c o n t r a c t s .  
T h i s  b i l l  exempted c o n t r a c t s  of insurance ,  c o r p o r a t e  shares ,  in-
vestment fund c e r t i f i c a t e s ,  deben tu re s ,  o r  i n t a n g i b l e s  of any kind 
o r  n a t u r e ,  o r  l i v e  animals ,  and would have permi t ted  t h e  buyer t o  
n o t i f y  by mai l  t h e  s e l l e r  and t h e  S e c r e t a r y  of S t a t e  t h a t  he, t h e  
buyer,  had decided t o  withdraw from t h e  c o n t r a c t ,  and t h a t  t h e  
c o n t r a c t  was n u l l  and void. The n o t i c e ' s  pos t  mark would have 
decided t h e  t ime of mai l ing ,  and t h e  S e c r e t a r y  of S t a t e ' s  r e c e i p t  
of t h e  buyer ' s  n o t i f i c a t i o n  was t o  have been considered conc lus ive  
proof of compliance wi th  t h e  a c t .  

Sena te  B i l l  185 a l s o  provided t h a t  ( 1 )  t h e  above informat ion 
was t o  have been conta ined  i n  t h e  c o n t r a c t s  i n  s i z e  no sma l l e r  than  
t h e  c o n t r a c t ' s  l a r g e s t  type ;  ( 2 )  a l l  such c o n t r a c t s  were t o  con ta in  
a space r e l a t i n g  t o  t ime,  d a t e ,  and add res s  of r e s idence  where 
s igned;  and (3)  c o n t r a c t s  made i n  v i o l a t i o n  of t h e  b i l l ' s  provi-  
s i o n s  would have been considered void.  

P r i o r  t o  being postponed i n d e f i n i t e l y  i n  t h e  House Business 
A f f a i r s  Committee, Sena te  B i l l  185 was amended s o  a s  t o  exclude 
c o n t r a c t s  of i n t a n g i b l e s  of any kind o r  na tu re ,  and t o  inc lude  
c o n t r a c t s  of r e a l  p rope r ty  and any f i x t u r e s  a t t a c h e d  t h e r e t o ,  and 
c o n t r a c t s  involv ing  any a g r i c u l t u r a l  products  except  food. 

Laws of Other  S t a t e s  

A survey of t h e  s t a t u t e s  of t h e  49 remaining s t a t e s  i n d i -  
c a t e s  t h a t  most s t a t e  laws a t t empt  t o  d e a l  w i th  only  one of t h e  
problems caused by t h e  presence of door-to-door salesmen, t h a t  of 
t h e  g r e a t e r  p o s s i b i l i t y  of f r aud  and mis rep re sen ta t ion ,  and t h a t  
most of t h e s e  s t a t e s  approach t h i s  problem i n  t h e  same f a sh ion  a s  
does Colorado. The major except ion  t o  t h i s  i s  t h e  1966 law adopt- 
ed i n  Massachusetts .  

I n  most of  t h e  s t a t e s ,  a s  i s  t h e  c a s e  i n  Colorado, t h e  
s t a t e  s t a t u t e  c a l l i n g  f o r  t h e  l i c e n s i n g  of door-to-door salesmen 
i s  adminis te red  and enforced on t h e  l o c a l  l e v e l ,  u s u a l l y  by county 



o f f i c i a l s .  Occas iona l ly ,  a s t a t e  s t a t u t e  w i l l  r e q u i r e  l i c e n s i n g  
both by t h e  s t a t e  and by a county. For  example, a door-to-door 
salesman i n  Hawaii must be  l i c e n s e d  by t h e  s t a t e ,  and he must show 
t h i s  l i c e n s e  and pay t h e  county f e e  t o  t h e  county o f f i c i a l s  be fo re  
he can engage i n  bus ines s  i n  t h e  county. Alabama, on t h e  o t h e r  
hand, r e q u i r e s  t r a n s i e n t  vendors t o  pay one l i c e n s e  f e e ,  a p o r t i o n
of which i s  s t a t e  revenue and t h e  ba lance  of which i s  county 
revenue. 

I n  a d d i t i o n ,  many s t a t e s  r e q u i r e  t r a n s i e n t  salesmen, ped-
d l e r s ,  s o l i c i t o r s ,  e t c . ,  t o  be l i c e n s e d  and t o  pos t  a bond, u s u a l l y  
wi th  a s t a t e  o f f i c i a l ,  and u s u a l l y  i n  t h e  amount of $500 t o  $1000. 
These bonds a r e  he ld  most o f t e n  by t h e  person wi th  whom they  have 
been f i l e d  f o r  a pe r iod  ending 60 days  a f t e r  t h e  e x p i r a t i o n  of t h e  
p e d d l e r ' s  l i c e n s e .  During t h i s  60-day pe r iod ,  t h i s  bond i s  sub-
j e c t  t o  a t tachment ,  garnishment ,  and execut ion  i n  behalf  of 
c r e d i t o r s  whose c l a ims  a r i s e  i n  connect ion wi th  t h e  s e l l e r ' s  busi -
nes s  t r a n s a c t i o n s  w i t h i n  t h e  s t a t e .  

A smal l  number of s t a t e s  have laws designed t o  d e a l  w i th  
both t h e  problems of f r a u d  f aced  by consumers and @ @ u n f a i r ncompe-
t i t i o n  faced  by r e t a i l e r s  wi th  f i x e d  p l a c e s  of  bus iness .  These 
s t a t e s ,  l i k e  Connec t icu t ,  r e q u i r e  t h e  i t i n e r a n t  vendor t o  pay a 
municipal  l i c e n s e  f e e ,  i n  a d d i t i o n  t o  t h e  s t a t e  l i c e n s e  f e e  and 
bond, i n  an amount t h a t  i s  e i t h e r  f i x e d  by t h e  municipal  a u t h o r i t y  
o r  i n  an  amount equa l  t o  t h e  t a x e s  a s s e s s a b l e  i n  t h e  mun ic ipa l i t y  
under t h e  l a s t  preceding t a x  l evy  t h e r e i n  upon an amount of prop-
e r t y  of t h e  same v a l u a t i o n  a s  t h a t  t o  be s o l d  by t h e  t r a n s i e n t  
merchant, t h e  method t o  be s e l e c t e d  by t h e  munic ipa l i ty .  Other  
s t a t e s  have l i c e n s i n g  f e e s  t h a t  a r e  s o  high,  such a s  Iowa's $25 

. p e r  day f e e  and Wisconsin 's  $100 p e r  day l o c a l  l i c e n s e  f e e  f o r  
t r a n s i e n t  merchants,  a s  t o  i n d i c a t e  t h a t  t h e  s t a t u t e s  a r e  in tended  
t o  e l i m i n a t e  r a t h e r  t han  r e g u l a t e  door-to-door s e l l i n g .  A few 
s t a t e s  provide on ly  t h a t  r e g u l a t i o n  of door-to-door s a l e s  i s  a 
power t h a t  m u n i c i p a l i t i e s  have. 

With r e s p e c t  t o  Massachuset ts ,  a  comprehensive a c t  r e g u l a t -
ing r e t a i l  i n s t a l l m e n t  s a l e s  was enac ted  dur ing  t h e  1966 s e s s i o n  
( ~ o u s eNo. 3272).  Under t h e  p rov i s ions  of t h i s  a c t ,  a r e t a i l  in-
s t a l l m e n t  s a l e  agreement, except  when it provides  f o r  t h e  payment
of t h e  t ime s a l e  p r i c e  i n  no t  more than  t h r e e  monthly i n s t a l l m e n t s  
and t h e  f i n a n c e  charge does no t  exceed one d o l l a r  w i th  t h e  s e l l e r  
r e t a i n i n g  no c o l l a t e r a l  s e c u r i t y ,  may be c a n c e l l e d  by t h e  buyer: 

"When, t h e r e  n o t  having been r e c e i p t  o r  t e n d e r  of a sub-
s t a n t i a l  p a r t  of t h e  goods, s e r v i c e s ,  o r  goods and s e r v i c e s  which 
t h e  s e l l e r  i s  r equ i r ed  t o  f u r n i s h  under a r e t a i l  i n s t a l l m e n t  s a l e  
agreement, o r  under a copy of t h e  agreement, s igned  by t h e  s e l l e r  
which has  been consummated by a p a r t y  t h e r e t o  a t  a p l ace  o t h e r  
t han  t h e  add res s  of t h e  s e l l e r ,  which may be h i s  main o f f i c e  o r  
branch t h e r e o f ,  t h e  buyer,  no t  l a t e r  t han  f i v e  o ' c lock  postmeridian 
on t h e  nex t  bus ines s  day, may n o t i f y  t h e  s e l l e r  of t h i s  d e s i r e  t o  
cance l  and such c a n c e l l a t i o n  s h a l l  be e f f e c t i v e  thereupon." 



The a c t  goes on t o  provide t h a t  "no t i ce  of  c a n c e l l a t i o n  
under t h i s  s e c t i o n  s h a l l  be g iven  t o  t h e  s e l l e r  a t  t h e  p l ace  of 
bus ines s  o f  t h e  s e l l e r  a s  s e t  f o r t h  i n  t h e  agreement and i n  t h e  
event  t h a t  t h e  buyer  i s  unable  t o  c o n t a c t  t h e  s e l l e r ,  t h e  buyer ' s  
evidence of a reasonable  a t t empt  t o  c o n t a c t  s a i d  s e l l e r  s h a l l  
s u f f i c e .  *I It f u r t h e r  p rov ides ,  among o t h e r  t h i n g s ,  t h a t  " the  
buyer s h a l l  i n c u r  no a d d i t i o n a l  l i a b i l i t y  f o r  c a n c e l l a t i o n  pursu- 
a n t  t o  t h i s  s ec t ion . "  

The new Massachuset ts  law d i d  n o t  go i n t o  e f f e c t  u n t i l  
November 1, 1966, so  t h a t  a c t u a l  exper ience  under t h e  a c t ' s  provi-  
s i o n  w i l l  no t  be a v a i l a b l e  f o r  some t ime y e t .  

Summary of Meetinqs 

The r e g u l a t i o n  of door-to-door s e l l i n g  was t h e  t o p i c  of  
c o n s i d e r a t i o n  by t h e  committee a t  s e v e r a l  of i t s  meetings,  w i th  
. e s p e c i a l  a t t e n t i o n  being given t o  t h f s  a t  t h e  meetings he ld  on 
J u l y  1 2  and August 27, 1966. . . 

A t  t h e  J u l y  1 2 t h  meeting,  both  of t h e  sponsors  of t h e  leg-  
i s l a t i o n  proposed i n  t h e  1965 s e s s i o n  were p re sen t  t o  d i s c u s s  
t h e i r  b i l l s .  Sena to r  David J. Hahn, a u t h o r  of Sena te  B i l l  185, 
which was in tended t o  provide f o r  a 72-hour c o n t r a c t  cooling-off  
per iod  f o r  buyers i n  c e r t a i n  d i r e c t  s a l e s  s i t u a t i o n s ,  explained 
t h a t  he f e l t  d i r e c t  s a l e s  made i n  homes should be considered i n  a 
d i f f e r e n t  l i g h t  t han  o t h e r  t y p e s  of s a l e s .  Psychologica l ly ,  a  
person f e e l s  more s e c u r e  i n  h i s  own home than  when he i s  involved 
i n  arm's  l e n g t h  d e a l i n g  a t  a  merchant ' s  p l ace  of bus iness .  Also,  
many homeowners a r e  n o t  i n  a mood t o  barga in ;  t hey  may ag ree  t o  a 
purchase and s i g n  a c o n t r a c t  merely i n  o r d e r  t o  r i d  themselves of 
t h e  salesmen. He added t h a t  h i s  conc lus ions  r e s u l t e d  from s i x  
y e a r s  of exper ience  i n  t h e  D i s t r i c t  A t to rney ' s  O f f i c e  i n  Arapahoe 
County. 

S e n a t o r  Hahn d i d  n o t  a g r e e  w i t h  t h e  philosophy contained 

i n  t h e  Green River  Ordinance t h a t  t r e a t s  t axpayer  merchants of a 

community a s  b e t t e r  q u a l i t y  c i t i z e n s  than  s e l l e r s  who a r e  no t  t ax-  

payers  w i th in  t h e  community. I n  S.B. 185, he t r i e d  t o  h i t  t h e  

t r a n s a c t i o n  where it i s  most vu lne rab le  t o  cove r  s i t u a t i o n s  where 

( 1 )  t h e  buyer s i g n s  a no te ,  ( 2 )  t h e  n o t e i s  immediately nego t i a t ed ,  
and (3) t h e  buyer  thereby  l o s e s  h i s  r i g h t  t o  a remedy from t h e  
s e l l e r .  The 72-hour cool ing-of f  per iod  would t i e  up t h e  negot ia-  
t i o n  of t h e  paper  and, i f  t h e r e  i s  f r a u d ,  t h e  purchaser  would have 
t ime f o r  recourse .  He added t h a t  he had no o b j e c t i o n  t o  a d o l l a r  
l i m i t a t i o n  being placed i n  h i s  b i l l  and t h a t ,  s i n c e  he f e l t  t h e  
quick n e g o t i a t i o n  of t h e  promissory n o t e s  was t h e  problem, he had 
no o b j e c t i o n  t o  l i m i t i n g  h i s  b i l l  on ly  t o  n e g o t i a b l e  promissory 
no tes .  

Represen ta t ive  D a r r e l l  J. Ske l ton ,  a u t h o r  of House B i l l  

1439, 1965 s e s s i o n ,  po in t ed  o u t  t h a t  Colorado has  a law a t  t h e  




p r e s e n t  time t h a t  shou ld  be e n f o r c e d .  H.B. 1439 was d e s i g n e d  t o  
modify t h i s  p r e s e n t  l i c e n s i n g  l a w  by e x c l u d i n g  newsboys and by i n -  
c l u d i n g  s e l l e r s  of  s e r v i c e s  a s  w e l l  a s  goods and u n s u c c e s s f u l  a s  
w e l l  a s  s u c c e s s f u l  salesmen.  He f e l t  t h e  f i r s t  t h i n g  t h a t  shou ld  
be done i s  t o  o b t a i n  a n  o p i n i o n  from t h e  A t t o r n e y  Genera l  a s  t o  
t h e  c o n s t i t u t i o n a l i t y  o f  t h e  p r e s e n t  l aw and,  i f  h e l d  t o  be c o n s t i -  
t u t i o n a l ,  t h i s  law shou ld  be  f u l l y  e n f o r c e d .  

R e p r e s e n t a t i v e  S k e l t o n  r e p o r t e d  t h a t  c o n t r a c t s  s i g n e d  i n  t h e  
home where f r a u d  was i n v o l v e d  shou ld  be v o i d a b l e ,  a s  t h e y  a r e ,  b u t  
t h a t  t h i s  p r o v i s i o n  shou ld  be c o n t a i n e d , i n  t h e  l aw s o  t h a t  c o u r t s  
would n o t  have  t o  r u l e  t h a t  such c o n t r a c t s  a r e  vo id .  T h i s  s i t u a -  
t i o n  c o s t s  a  d e f r a u d e d  p u r c h a s e r  t o o  much time and money. I n  ad- 
d i t i o n ,  a s  would have  been p rov ided  i n  H.B. 1439,  i d e n t i f i c a t i o n  
o f  door- to-door  sa lesmen s h o u l d  be  r e q u i r e d  a t  e a c h  home t h a t  i s  
v i s i t e d ;  t h i s  i s  e s p e c i a l l y  i m p o r t a n t  i n  v iew o f  t h e  f a c t  t h a t  s o  
o f t e n  o n l y  minor c h i l d r e n  a r e  home a t  t h e  time a salesman c a l l s .  

M r .  Arsene  Denoyer,  r e p r e s e n t i n g  t h e  American Textbook 
P u b l i s h e r s  I n s t i t u t e ,  s a i d  t h a t  t h e  105 members of  t h e  i n s t i t u t e  
c o l l e c t i v e l y  a c c o u n t  f o r  more t h a n  9 0  p e r  c e n t  of  t h e  volume of 
a l l  p u b l i s h e d  e d u c a t i o n a l  m a t e r i a l  used  i n  homes, s c h o o l s ,  and 
l i b r a r i e s  i n  t h i s  n a t i o n .  Approximate ly  95 p e r  c e n t  of  a l l  educa- 
t i o n a l  e n c y c l o p e d i a s  and a l l i e d  books and s e r v i c e s  a r e  s o l d  
d i r e c t l y  t o  t h e  home, i n  what i s  commonly known a s  door- to-door  
s e l l i n g .  S t a t i s t i c a l  s u r v e y s  r e v e a l  t h a t ,  i n  $965, e d u c a t i o n a l  
r e f e r e n c e  book p u b l i s h e r s  i n  Colorado and t h o s e  l o c a t e d  i n  o t h e r  
s t a t e s  had a t o t a l  s a l e s  volume of  $475,000,000. 

I n  d e s c r i b i n g  t h e  need f o r  t h i s  a c t i v i t y ,  Mr.  Denoyer s a i d :  
"The v a l u e  of  a n  e n c y c l o p e d i a  i n  t h e  home i s  w i d e l y  acknowledged 
by s c h o o l  o f f i c i a l s ,  l i b r a r i a n s ,  and p a r e n t s .  Y e t ,  v e r y  few 
f a m i l i e s  e v e r  e x e r c i s e  t h e  i n i t i a t e i v e  on t h e i r  own t o  a c q u i r e  a n  
e n c y c l o p e d i a .  Not u n t i l  a r e p r e s e n t a t i v e  of  a n  encyc loped ia  
p u b l i s h e r  c a l l s  a t  t h e  home w i l l  t h e  f a m i l y  be  w i l l i n g  t o  make 
t h i s  i m p o r t a n t  commitment t o  t h e  f u r t h e r a n c e  o f  t h e i r  c h i l d r e n ' s  
e d u c a t i o n .  Very few p u r c h a s e r s  o f  e n c y c l o p e d i a s  pay c a s h  -- less 
t h a n  t e n  p e r  c e n t .  'I 

M r .  Denoyer s t a t e d  t h a t  t h e  e d u c a t i o n a l  r e f e r e n c e  book 
i n d u s t r y  i t s e l f  g u a r a n t e e s  consumer p r o t e c t i o n  t h r o u g h  i t s  own 
p o l i c y  of  s e l f - r e g u l a t i o n .  T h i s  i s  c a l l e d  t h e  S u b s c r i p t i o n  Book 
P u b l i s h e r s - N a t i o n a l  Better B u s i n e s s  B u r e a u - P a r t i c i p a t i n g  Chambers 
of Commerce C o o p e r a t i v e  Program and i n c l u d e s  49 encyc loped ia  d i s -  
t r i b u t i n g  companies,  a l l  o f  t h e  1 2 1  b e t t e r  b u s i n e s s  b u r e a u s  i n  t h e  
c o u n t r y ,  and a l m o s t  950 chambers o f  commerce. Under t h i s  program, 
a l l  i n q u i r y  and c o m p l a i n t  s t a t i s t i c s  a r e  r e p o r t e d  t o  t h e  N a t i o n a l  
B e t t e r  B u s i n e s s  Bureau by p a r t i c i p a t i n g  chambers of  commerce and 
l o c a l  b e t t e r  b u s i n e s s  bureaus .  S i n c e  embarking on t h i s  program 
a b o u t  15 y e a r s  ago ,  t h e  volume of  b u s i n e s s  h a s  quadrupled  w h i l e ,  
a c c o r d i n g  t o  t h e  N a t i o n a l  Better B u s i n e s s  Bureau, t h e  compla in t  
c u r v e  h a s  moved down s h a r p l y .  



M r .  Denoyer s a i d  he  was convinced t h a t  s e l f - r e g u l a t i o n  does  
work, and he r e p o r t e d  t h a t  i n  Colorado t h e  Denver Area B e t t e r  Busi- 
n e s s  Bureau and t h e  f o l l o w i n g  chambers of  commerce p a r t i c i p a t e  i n  
t h e  j o i n t  program: Climax,  Canon C i t y ,  C r a i g ,  Grand J u n c t i o n ,  
LaJun ta ,  L e a d v i l l e ,  Longmont, Loveland,  Pueblo ,  Rocky Ford ,  S a l i d a ,  
S t e r l i n g ,  and T r i n i d a d .  He f e l t  t h a t  i n  Colorado,  a s  w e l l  a s  t h e  
n a t i o n ,  t h e r e  a r e  p l e n t y  of s t a t e  laws and f e d e r a l  governmental  
a g e n c i e s  t o  p r o t e c t  t h e  c i t i z e n s  from wrong-doers. 

M r .  Donald D u l e k , p r e s i d e n t  of t h e  Colorado A s s o c i a t i o n  of  
D i r e c t  S a l e s  Companies and Denver d i s t r i c t  manager f o r  Watkins 
P r o d u c t s ,  r e p o r t e d  t h a t  e a c h  of t h e  25 a s s o c i a t i o n  members i s  
pledged t o :  

( 1 )  	 P r o t e c t  t h e  r i g h t s  of  f r e e  men t o  engage i n  l e g i t i m a t e  
b u s i n e s s .  

(2) 	Promote a  s p i r i t  of f e l l o w s h i p  among members. 

(3) 	Open t h e  p u b l i c ' s  e y e s  t o  t h e  t r u e  concep t  of d i r e c t  
s a l e s  peop le  t h r o u g h  b e t t e r  p u b l i c  r e l a t i o n s .  

- . 
( 4 )  	 Help expose  t h e  methods of  unsc rupu lous  p e r s o n s  engaged 

i n  d i r e c t  s a l e s .  

M r .  Dulek s a i d  t h a t  r e c r u i t i n g  new s a l e s  peop le  i s  t h e  l i f e l i n e  of 
t h e  d i r e c t  s e l l i n g  b u s i n e s s  and t h a t  it i s  a b i g  j o b  f o r  a l l  d i r e c t  
s a l e s  managers t o  f i n d  q u a l i f i e d  s a l e s  p e o p l e  w i t h o u t  t h e  added 
burden of  a s t a t e  l i c e n s e .  He p o i n t e d  o u t  t h a t  H.B. 1439 c o n t a i n e d  
a t h r e e - d o l l a r  l i c e n s e  f e e  f o r  e a c h  d i r e c t  s a l e s  pe r son  i n  Colo- 
r a d o ,  adding t h a t  " t h e r e  a r e  many Colorado p e o p l e  engaged i n  d i r e c t  
s a l e s  who do n o t  r e g u l a r l y  e a r n  t h r e e  d o l l a r s  p e r  week i n  p r o f i t .  
Tha t  t y p e  of  l i c e n s i n g  f e e  would c e r t a i n l y  p u t  them r i g h t  o u t  of 
b u s i n e s s .  " 

C o n t i n u i n g ,  Mr. Dulek s t a t e d ,  "It i s  t r u e  t h a t  t h e r e  a r e  
u n d e s i r a b l e  peop le  i n  t h e  d i r e c t  s a l e s  f i e l d .  O t h e r  b u s i n e s s e s  and 
p r o f e s s i o n s  s u f f e r  from t h e s e  same problems. Lawyers, d o c t o r s ,  t o  
name o n l y  a  few, s u f f e r  from u n e t h i c a l  pe r sons .  We f e e l  it i s  
u n f a i r  t o  s i n g l e  o u t  d i r e c t  s a l e s  f o r  r e s t r i c t i v e  l e g i s l a t i o n .  The 
door- to-door  s a l e s  pe r son  i s  n o t  t h e  ' f a s t  buck,  f o o t - i n - t h e - d o o r '  
t y p e  of  i n d i v i d u a l  you have o f t e n  h e a r d  a b o u t .  They a r e  peop le  
who, f o r  t h e  most p a r t ,  work and l i v e  i n  t h e  community where t h e y  
s e l l .  There  a r e  few, i f  any ,  d i r e c t  s a l e s  companies who do n o t  
depend upon r e p e a t  s a l e s .  Because o f  dependence upon r e p e a t  bus i -  
n e s s ,  you w i l l  f i n d  a l l  r e p u t a b l e  d i r e c t  s a l e s  companies r eady  t o  
s a t i s f y  any cus tomer  c o m p l a i n t s .  The Uni ted  S t a t e s  Chamber of  
Commerce and t h e  N a t i o n a l  B e t t e r  Bus iness  Bureau a r e  b o t h  on r e c o r d  
opposing t h e  p o l i c y  of  r e s t r i c t i v e  l e g i s l a t i o n . "  

M r .  H. A .  S c h a t z ,  manager of marke t ing  and p u b l i c  r e l a t i o n s ,  
d i r e c t  s a l e s  d i v i s i o n >  The West Bend Company, s t a t e d  t h a t  many of 
t h e  members of  t h e  Colorado A s s o c i a t i o n  of  D i r e c t  S a l e s  Companies 



have been i n  bus ines s  f o r  a s  long a s  100 y e a r s  and o f f e r  s e r v i c e s  
t h a t  t h e  r e t a i l  merchant cannot provide.  These f i r m s  can demon- 
s t r a t e  t h e i r  p roduc ts  i n  t h e  pr ivacy  of a housewife ' s  home, and 
o f t e n  t h e  e n t i r e  f ami ly  e n t e r s  i n t o  t h e  d e c i s i o n  t o  purchase t h e  
product .  D i r e c t  s e l l i n g  i s  s t i l l  confused wi th  t h e  i t i n e r a n t  
s e l l e r ,  bu t  most salesmen l i v e  i n  t h e  communities i n  which they  
se l l .  

I n  regard  t o  t h e  p rov i s ions  of S.B. 185, Mr. Schatz  s a i d  
t h a t  t h e  a b i l i t y  t o  r e s c i n d  a c o n t r a c t  t ends  t o  d i l u t e  t h e  import- 
ance of an agreement and t h e  importance of t h e  s i g n a t u r e  which i s  
t h e  b a s i s  of c o n t r a c t u a l  proceedings.  Such a  p rov i s ion  would 
l e s s e n  t h e  r e s p o n s i b i l i t y  of persons  s ign ing  c o n t r a c t s  and s igna-  

, t u r e s  w i l l  be placed on c o n t r a c t s  by buyers j u s t  t o  g e t  r i d  of 
salesmen, wi th  t h e  c o n t r a c t s  being voided l a t e r .  

So f a r  a s  H.B. 1439 is  concerned, M r .  Schatz  commented t h a t  
t h e  a s s o c i a t i o n  i s  opposed t o  s t a t e  a s  w e l l  a s  l o c a l  l i c e n s i n g  
and, i f  a s t a t e  l i c e n s i n g  law were enac ted ,  it would work so  t h a t  
it would no t  preempt l o c a l  l i c e n s i n g  ord inances .  Also,  t h e  pro- 
posed s t a t e  l i c e n s i n g  f e e  of t h r e e  d o l l a r s  would soQn r i s e  t o  t e n ,  
20, o r  25 d o l l a r s .  

M r .  Vic M i l l e r  of Denver, a wholesale d i s t r i b u t o r  f o r  Tup- 
perware, which uses  a home-party plan f o r  making s a l e s ,  s a i d  t h a t  
t h e  t h r e e - d o l l a r  l i c e n s e  p rov i s ion  would be d e t r i m e n t a l  t o  t h e  
company's s a l e s  program. S ince  t h e  s a l e s  people a r e  not  l i m i t e d  
t o  s p e c i f i c  t e r r i t o r i e s ,  one salesman could be i n  Denver i n  t h e  
morning, i n  Boulder i n  t h e  a f t e rnoon ,  and i n  L i t t l e t o n  i n  t h e  
evening,  f o r  example. This  person would be s u b j e c t  t o  a t h r ee -
d o l l a r  s t a t e  l i c e n s e  and t o  l o c a l  municipal  l i c e n s e s .  The r e s u l t  
would be a r ec ru i tmen t  problem s i n c e  many of t h e  company's would- 
be s a l e s  people may no t  want o r  be a b l e  t o  make t h i s  p re l iminary  
investment i n  l i c e n s i n g  f e e s .  He s t a t e d  t h a t  he could ag ree  wi th  
a s t a t e  l i c e n s i n g  program only  i f  it superseded municipal  l i c e n s e s .  
With r e s p e c t  t o  t h e  cool ing-off  pe r iod ,  Mr. M i l l e r  commented t h a t  
t h i s  would cause  a  whole l o t  of e v i l s  from compet i to rs  a t t empt ing  
t o  undercut  one s e l l e r ' s  s a l e s  c o n t r a c t  and a  s e l l e r  would no t  
know, when he l e f t  a home, whether he had a  c o n t r a c t  o r  not .  

lulr. Norman Mahoney, s a l e s  supe rv i so r  f o r  Kirby Vacuum 
Cleaners ,  r epo r t ed  t h a t ,  on August 26th.  h i s  company had s e n t  o u t  
a po l i cy  s ta tement  t o  a l l  o f f i c e s  t h a t  i f  d isagreements  could not  
be s e t t l e d  w i t h i n  24 hours ,  t h e  agen t  was t o  t a k e  t h e  product  
back and cance l  t h e  o rde r .  He cont inued by saying t h a t  t h e  type  
of l e g i s l a t i o n  proposed i n  S.B. 185 and H.B. 1439 i s  not  necessary 
because f i nance  companies w i l l  no t  handle t h e  paper f o r  ope ra t ions  
where t h e r e  a r e  cont inu ing  complaints  from t h e i r  customers. He 
concluded by saying h i s  po in t  was t h a t  n a t i o n a l  o rgan iza t ions  a r e  
aware of t h i s  problem and want t o  s a t i s f y  t h e i r  customers. 

M r .  Kenneth Selby,  counse l  f o r  Airway S a n i t i z e r  and o t h e r  
d i r e c t  s a l e s  companies, r e p o r t e d  t h a t  h i s  c l i e n t s  were i n  f a v o r  of 



a coo l ing -o f f  pe r iod ,  b u t  t h e  p roposa l  a s  d r a f t e d  prov ides  f o r  a  
wholly u n i l a t e r a l  s i t u a t i o n  and t h i s  should be changed so  t h a t  t h e  
p rov i s ion  a p p l i e s  t o  customers a s  w e l l  a s  t o  sel lers .  I n  o t h e r  
words, some s t a t u t o r y  a u t h o r i t y  should  be inc luded  whereby t h e  
s i g n e r s  of t h e s e  c o n t r a c t s  should  honor t h e i r  terms i f  t hey  do no t  
dec ide  t o  cance l  w i t h i n  t h e  coo l ing-of f  per iod .  Th i s  p rov i s ion  
should a l s o  i nc lude  a  very  c a r e f u l l y  p re sc r ibed  l i s t  of reasons  f o r  
vo id ing  t h e  c o n t r a c t  a f t e r  t h e  cool ing-off  pe r iod  e x p i r e s .  

Preneed Funera l  P l a n s  

Sena t e  B i l l  239, 1965 s e s s i o n ,  which r e s u l t e d  from a  1964 
s tudy  by t h e  L e g i s l a t i v e  Counci l  Committee on Consumer and Funeral  
Problems, t r a n s f e r r e d  t h e  a d m i n i s t r a t i o n  of t h e  law r e g u l a t i n g  
preneed f u n e r a l  p l a n s  i n  Colorado from t h e  S t a t e  Bank Commissioner 
t o  t h e  S t a t e  Insurance  Commissioner. Among o t h e r  t h i n g s ,  t h i s  
b i l l  a l s o  expanded t h e  c o n t r a c t s  covered under i t s  p rov i s ions  t o  
i n c l u d e  merchandise and s e r v i c e s  and r e v i s e d  t h e  c o n t e n t s  of t h e s e  
c o n t r a c t s  t o  enab le  a  purchaser  t o  unders tand b e t t e r  what he i s  
c o n t r a c t i n g  f o r .  

M r .  J. Richard Barnes,  S t a t e  Commissioner of Insurance ,  met 
w i th  t h e  committee on May 20, 1966, t o  review t h e  p rog re s s  made and 
problems encountered s i n c e  t h e  1965 changes had taken  e f f e c t .  Mr. 
Barnes r e p o r t e d  t h a t  t h e r e  were 44 preneed f u n e r a l  p lan  companies 
and 187 a g e n t s  c u r r e n t l y  l i c e n s e d .  Of t h e s e  44 companies, t e n  
a c t i v e l y  s o l i c i t  preneed f u n e r a l  c o n t r a c t s  whi le  t h e  remaining 34 
merely accep t  funds  upon r e q u e s t .  He s a i d  t h a t  s i x  o t h e r  companies 
were i n  t h e  p roces s  of s e c u r i n g  l i c e n s e s  under t h e  preneed law. 

I n  r ega rd  t o  t h e  a d m i n i s t r a t i o n  of t h e  law, Mr. Barnes i n -  
formed t h e  members t h a t  one s e n i o r  i n v e s t i g a t o r  on t h e  depar tment ' s  
s t a f f  had s p e n t  a lmost  f u l l  time v i s i t i n g  every  preneed l i c e n s e e  
i n  t h e  s t a t e  i n  o r d e r  t o  e x p l a i n  t h e  p r o v i s i o n s  i n  t h e  law follow- 
i ng  t h e  1965 amendments. Department personne l  have a l s o  appeared on 
t h e  program a t  t h e  fo l lowing  conferences:  

( 1 )  	 Mid-Winter Meeting, Colorado S t a t e  Assoc i a t i on  of 
Fune ra l  D i r e c t o r s  and Embalmers; 

( 2 )  	 S t a t e  Convention,  Colorado S t a t e  Assoc i a t i on  of 
Fune ra l  D i r e c t o r s  and Embalmers; 

(3) 	T r i - S t a t e  Conference of Monument Workers of America; 

( 4 )  	 Kiwanis Club,  Con i f e r ,  Colorado;  and 

(5) 	 Kiwanis Club, Evergreen,  Colorado. 

Numerous i n v e s t i g a t i o n s  have been conducted r ega rd ing  a c t i v i t i e s  
of l i c e n s e e s  i n  response  t o  compla in t s  from c o n t r a c t  purchasers .  
The department was s u c c e s s f u l  i n  o b t a i n i n g  a  c o u r t  i n j u n c t i o n  



p r o h i b i t i n g  t h e  s a l e  of c o n t r a c t s  by one company who f e l t  t h a t  it 
was exempt from t h e  p rov i s ions  of t h e  law. The department a l s o  
conducted t h r e e  informal  hea r ings  t o  determine t h e  mode of opera-
t i o n  f o r  t h r e e  companies, and a  r e g u l a t i o n  i s  under cons ide ra t ion  
t h a t  would r e q u i r e  w r i t t e n  c o n t r a c t s  by a l l  preneed f u n e r a l  p lan  
companies. 

M r .  Barnes s t a t e d  t h a t  one a s p e c t  which had n o t  y e t  been 
f u l l y  implemented involved t h e  a u d i t  o r  examination of t h e  many 
preneed f u n e r a l  p lans .  The in su rance  department p l ans  t o  check 
each plan a t  l e a s t  annua l ly ,  b u t  it cannot a u d i t  a  plan more o f t e n  
than  once a  y e a r  u n l e s s  t h e r e  i s  a problem. Audi ts  need t o  be 
made of t h e s e  p l ans  f o r  t h e  p a s t  few y e a r s  which means t h a t  c o s t s  
f o r  t h e  f i r s t  y e a r ' s  a u d i t s  w i l l  be high.  

I n  regard  t o  a d m i n i s t r a t i v e  c o s t s ,  M r .  Barnes r epor t ed  t h a t  
expendi tures  f o r  t h e  c u r r e n t  f i s c a l  y e a r  (1965-66) amounted t o  
$11,700 f o r  t h e  f i r s t  t e n m o n t h s ,  bu t  t h a t  t h i s  t o t a l  was mislead- 
i ng  s i n c e  t h e  department had been unable  t o  f i l l  one i n v e s t i g a t o r
p o s i t i o n  f o r  t h i s  program. He e s t ima ted  t h a t . t h e  program would 
c o s t  t h e  department $21,817 f o r  f i s c a l  y e a r  1966-67 and t h a t  li-
cense r e c e i p t s  f o r  t h e  same pe r iod  would t o t a l  $6,160, o r  l e s s  than 
one- th i rd  of t h e  expected expense. 

M r .  Barnes suggested t h a t  s e v e r a l  s e c t i o n s  of t h e  law need 
c l a r i f i c a t i o n ,  a s  fo l lows:  S e c t i o n  14-19-2 ( 1 ) .  C.R.S. 1963, r e -
l a t i n g  t o  t h e  d e f i n i t i o n  of a person,  should i n c l u d e  t h e  p l u r a l  of 
each of t h e  enumerated t i t l e s  t o  prevent  circumvention of t h e  law 
by t h e  use  of memberships on d u a l  c o n t r a c t s .  Sec t ion  14-19-2 ( 7 ) .  
C.R.S. 1963, d e f i n i n g  a  t r u s t e e  a s  a  c h a r t e r e d  s t a t e  o r  n a t i o n a l  
bank, p r e s e n t s  a  p o t e n t i a l  problem i n  r u r a l  a r e a s  where no such 
banks a r e  l o c a t e d ,  and t h i s  might be a l l e v i a t e d  by a l lowing sav-
i n g s  and loan  a s s o c i a t i o n s  t o  u t i l i z e  t h e s e  t r u s t  powers. Sec t ion  
14-19-7 ( 4 ) .  C.R.S. 1963, concerning l i q u i d a t e d  damages, does no t ,  
a s  now w r i t t e n ,  encourage t h e  s e l l e r  t o  urge  t h e  con t inua t ion  o r  
completion of t h e  preneed c o n t r a c t ,  and t h e  p rov i s ion  would be more 
workable i f  t h e  f i g u r e  f o r  damages were changed from 15 p e r  c e n t  of 
t h e  c o n t r a c t  p r i c e  t o  15 p e r  c e n t  of t h e  amount paid  by t h e  con- 
t r a c t  purchaser .  

I n  a d d i t i o n ,  Mr.  Barnes s a i d  t h a t  t h e  word M a d v i s o r s N  i s  
being u t i l i z e d  i n  conjunc t ion  wi th  f u n e r a l  membership p lans ,  and 
t h i s  p r a c t i c e  w i l l  p r e s e n t  a  problem i n  t h e  f u t u r e  and could be a  
v i o l a t i o n  of t h e  law cover ing l i c e n s e d  f u n e r a l  d i r e c t o r s  and 
embalmers. He a l s o  s t a t e d  t h a t  t h e  department needs c r i t e r i a  
o t h e r  than  t h e  u s u a l  convict ion-of-a-fe lony g u i d e l i n e  i n  o r d e r  t o  
r e f u s e  g r a n t i n g  a  l i c e n s e  t o  c e r t a i n  ques t ionab le  a p p l i c a n t s .  M r .  
Barnes concluded by say ing  t h a t  he would l i k e  permiss ion t o  f i n g e r -  
p r i n t  a p p l i c a n t s  a s  t h i s  would be a  very e f f e c t i v e  method t o  
v e r i f y  an a p p l i c a n t ' s  s t a t emen t s ,  bu t  t h e  Federa l  Bureau of I n v e s t i -
g a t i o n  w i l l  no t  make a  f i n g e r p r i n t  check f o r  a  s t a t e  agency u n l e s s  
t h i s  permiss ive a u t h o r i t y  i s  i n  t h e  s t a t e  agency's  law. 



Consumer B a n k r u ~ t c v  i n  C O ~ O S ~ ~ Q  

" In  1965, a r eco rd  t o t a l  of 180,323 new bankru t c y  casea  was 
f i l e d  B n  U. S. D i s t r i c t  c o u r t t ~ 7  a s  compared t o  171.7 !9 c a s e s  f i l e d  
du r ing  1964, an i n c r e a s e  of 8 604 c a s e s ,  o r  f i v e  p e r  cen t .  T h i s  
makes t h e  t h i r t e e n t h  consecu t ive  y e a r  i n  which t h e  number of cases 
f i l e d  exceeded t h e  t o t a l  f o r  t h e  prev ious  y e a r e W 2 1  T h i s  i n c r e a s e  
was no t  uniformaly spread amon t h e  t e n  j u d i c i a l  c i r c u i t s  o r  among 
t h e  d i s t r i c t s  w i t h i n  each  c i r c u  9t. I n  t h e  Tenth C i r c u i t  (co lorado ,  
Kansas, New Mexico, Oklahoma, Utah, and Wyoming) f i l i n g s  r o s e  6.3 
p e r  c e n t  whi le  t h e  number of new c a s e s  f i l e d  i n  Colorado inc reased  
from 3,877 ( f i s c a l  1964) t o  4,267 ( f i s c a l  1965) ,  an  i n c r e a s e  of 
390 cases ,  o r  10.1  p e r  c e n t .  

Most of t h e  4,267 p e t i t i o n s  f i l e d  wi th  t h e  C le rk  of t h e  U. S. 
D i s t r i c t  Court  i n  Denver du r ing  f i s c a l  1965 were vo lun ta ry  p e t i -  
t i o n s ,  f i l e d  by t h e  i n s o l v e n t  d e b t o r  h imse l f ;  on ly  14  p e t i t i o n s ,  
o r  .3 p e r  c e n t ,  were f i l e d  by t h e  c r e d S t o r s  of a deb to r .  

Of t h e  4,253 vo lun ta ry  p e t i t i o n s  f i l e d  du r ing  f i s c a l  1965 i n  
Denver, 3,796 c a s e s  were c l a s s i f i e d  a s  s t r a i g h t  bankruptcy p e t i -  
t i o n s ,  439 c a s e s  were c l a s s i f i e d  a s  Chapker X I I I t s ,  and t h e  balance 
were Chapter  ~ ' s . 2 2  The broad occupa t iona l  c l a s s i f i c a t i o n  f o r  t h e  
s t r a i g h t  vo lun ta ry  bankrupts  i s  a s  fo l lows:  

Business:  
Merchant 	 102 
Manufacturer  	 1 9  
Others  i n  Business  -308 

T o t a l  Business  	 -429 

Non-business: 
Farmer 
Employee
Others  Not i n  

Business  
P r o f e s s i o n a l  	 -33 

T o t a l  Non-business 	 3,824 

T o t a l  	 4 ,253 

11. 	 Admin i s t r a t i ve  O f f i c e  of t h e  United S t a t e s  Cour t s ,  Tables  of 
Bankruptcy S t a t i s t i c s ,  F i s c a l  Year 1964-1965. 

22. 	 A " s t r a i g h t  bankruptcy" o r  "bankruptcyn i s  a procedure t o  
d i scha rge  d e b t s ;  a "Chapter  X I I I g t  i s  a  wage-earner p lan ,  and 
a l l ows  a wage e a r n e r ,  under  c o u r t  supe rv i s ion ,  t o  pay h i s  
d e b t s  r a t h e r  t h a n  have them d ischarged;  and "Chapter Xm i s  a 
c o r p o r a t e  r e o r g a n i z a t i o n  procedure.  



During t h e  same 12-month per iod  f o r  f i s c a l  1965, 3,848 s t r a i g h t  
bankruptcy c a s e s  were concluded i n  Denver. Th i s  number i nc ludes  
101 c a s e s  d i smissed  f o r  misce l laneous  reasons ,  and 1 244 a s s e t ,  
1 ,301 nominal, and 1 ,202  no-asse t  c a s e s  concluded. [ ~ s s e tc a s e s  
a r e  c a s e s  i n  which some d i s t r i b u t i o n  was made t o  c r e d i t o r s ;  nomi-
n a l  c a s e s  a r e  c a s e s  i n  which a l l  t h e  a s s e t s  a r e  consumed i n  t h e  
paying of c o s t s  of  a d m i n i s t r a t i o n ;  and c a s e s  i n  which no a s s e t s  a r e  
a v a i l a b l e  f o r  d i s t r i b u t i o n  a r e  c a l l e d  no-asse t  c a s e s . )  

The U. S. C o n s t i t u t i o n  bestows upon Congress t h e  power t o  
e s t a b l i s h  "uniform laws on t h e  s u b j e c t  of bankrup tc i e s  throughout  
t h e  United S t a t e s o t '  Desp i te  t h i s  c o n s t i t u t i o n a l  g r a n t  of power t o  
Congress and d e s p i t e  congres s iona l  enactment of a uniform bank- 
rup tcy  law, however, bankruptcy r a t e s  d i f f e r  between c i r c u i t s  and 
d i s t r i c t s  w i t h i n  a c i r c u i t .  These i n t e r d i s t r i c t  and i n t e r c i r c u i t  
r a t e  d i f f e r e n c e s  r e f l e c t  t h e  d i f f e r e n c e s  i n  s t a t e  laws p e r t a i n i n g  
t o  t h e  amount of a s s e t s  which may be exempted from use  i n  s a t i s f y -  
i ng  c r e d i t o r s 1  c l a ims ,  t h e  d i f f e r e n c e s  i n  s t a t e  laws p e r t a i n i n g  t o  
wage garnishment,  t h e  d i f f e r e n c e s  of bus ines s  and t h e  ex t ens ion  of 
l e n d e r  and vendor c r e d i t ,  and, t o  a  lesser e x t e n t ,  t h e  d i f f e r e n c e s  
i n  a t t i t u d e s  among a t t o r n e y s ,  consumers, and bankruptcy c o u r t  o f f i -  
c i a l s .  

While t h e  uniform f e d e r a l  bankruptcy law r e g u l a t e s  t h e  proce- 
du re  by which exemptions a r e  claimed and exempt p rope r ty  i s  set 
a p a r t  f o r  t h e  deb to r ,  f o r  example, bankruptcy c o u r t s  must f o l l o w  
s t a t e  law i n  de te rmin ing  what p rope r ty  i s  exempt: nThis  Act s h a l l  
n o t  a f f e c t  t h e  al lowance t o  bankrupts  of t h e  exemptions which a r e  
p re sc r ibed  by t h e  laws of t h e  Uni ted S t a t e s  o r  by t h e  S t a t e  laws 
i n  f o r c e  a t  t h e  time of t h e  f i l i n g  of t h e  p e t i t i o n  i n  t h e  S t a t e  
wherein they  have had t h e i r  d0mic i l e .~ ' 23  Each s t a t e ,  of course ,  
has  d i f f e r e n t  exemptions. I n  Colorado,  a d e b t o r  i s  e n t i t l e d  t o  ex- 
empt t h e  f i r s t  $250 worth of h i s  wearing a p p a r e l ,  t h e  f i r s t  $100 
of watches,  jewelry ,  and a r t i c l e s  of adornment, one b u r i a l  s i t e ,  
a s  well a s  o t h e r  exemptions. 

It was t h e  r i s e  of t h e  r a t e  i n  Colorado bankrup tc i e s  and t h e  
b e l i e f  of t h e  committee t h a t  much of t h e  r i s e  i n  t h e  r a t e  i s  t h e  
r e s u l t  of s t a t e  law t h a t  prompted t h e  committee t o  under take a 
s tudy  on t h e  causes  of bankruptcy.  

Backqround 

Genera l ly ,  t h e  bankruptcy laws of t h e  United S t a t e s  have two 
main purposes: ( 1 )  t o  s e c u r e  t h e  possess ion  of a d e b t o r ' s  a s s e t s  
and procure  t h e i r  e q u i t a b l e  d i v i s i o n  among c r e d i t o r s ,  p revent ing  
and avoid ing  a t t e m p t s  of one c r e d i t o r  t o  o b t a i n  u n f a i r  advantage 

23. Sec t ion  6, Chapte r  3, T i t l e  11, U.S.C.A. 



ove r  o t h e r  c r e d i t o r s  t h e r e i n ,  and ( 2 )  t o  l i b e r a t e  worthy d e b t o r s  
from t h e  burden of unpaid deb t s .  The words " e q u i t a b l e N  and nworthyN 
have n o t  always had t h e  meaning now a s c r i b e d  t o  them, however. 

I ts Ob jec t ives  

The Bankruptcy Act of 1898, a s  s u b s t a n t i a l l y  amended i n  1938, 
c o n s t i t u t e s  t h e  e s s e n t i a l  bankruptcy laws of today.  Although
s e v e r a l  major congres s iona l  enactments preceded t h e  1898 Act,  t h e  
l a t t e r  rewrote  t h e  law and i s  t h e  b a s i s  of most of t h e  law today. 
Th i s  1898 Act, i n i t i a l l y  designed t o  d e a l  w i th  bus ines s  f a i l u r e s  
by encourageing r i s k  t a k i n g  i n  f i e l d s  of low o r  unproved produc- 
t i v i t y ,  de sc r ibed  t h e  procedure  by which: 

( 1 )  	 t h e  a s s e t s  of an i n s o l v e n t  could be possessed,  e i t h e r  
upon h i s  own i n i t i a t i v e  o r  upon t h e  i n i t i a t i v e  of h i s  
c r e d i t o r s  i f  t h e  i n s o l v e n t  performed c e r t a i n  a c t s ,  
de s igna t ed  a s  " a c t s  of bankruptcyu which demonstra te  
t h a t  he i s  unworthy o r  i ncapab le  of p roper ly  cont inu-  
i ng  h i s  bus iness .  

( 2 )  	t h e  a s s e t s  t h a t  may have been f r a u d u l e n t l y  t r a n s f e r r e d  
t o  t h i r d  p a r t i e s ,  u n f a i r l y  t r a n s f e r r e d  t o  p a r t i c u l a r  
p r e f e r r e d  c r e d i t o r s ,  o r  possessed by c r e d i t o r s  whi le  
t h e  d e b t o r  was i n s o l v e n t ,  may be recovered.  

( 3 )  	 t h e  a s s e t s  may be s o l d  and t h e  s a l e  proceeds d i s t r i b u -  
t e d  f a i r l y  among t h e  i n s o l v e n t ' s  c r e d i t o r s .  

( 4 )  	 t h e  i n s o l v e n t  i s  l e g a l l y  d i scharged  from h i s  unpaid 
d e b t s ,  i f  he has  g iven  a l l  h i s  a s s e t s  and d i s c l o s e d  t h e  
t r u t h  about  h i s  bus ines s  t o  h i s  c r e d i t o r s .  

Over t h e  y e a r s ,  however, employee o r  wage e a r n e r  p e t i t i o n s  
began t o  r e p r e s e n t  a growing p ropor t ion  of t h e  p e t i t i o n s  f i l e d .  
I n  1938, Congress passed t h e  Chandler Act,  one of t h e  1898 Ac t ' s  
major amendments, which r ep re sen ted  a growing b e l i e f  t h a t  wage 
e a r n e r s  should be t r e a t e d  d i f f e r e n t l y  t han  bus ines s  bankruptc ies .  
T h i s  a c t  a l l ows  employees who a r e  i n s o l v e n t  d e b t o r s  t o  commit them- 
s e l v e s  t o  pay t h e i r  c r e d i t o r s ,  i n  whole o r  i n  p a r t ,  o u t  of t h e i r  
f u t u r e  earn ings .  It was thought  a t  t h e  t i m e  t h a t  most wage e a r n e r s ,  
g iven  t h e  choice  of e l e c t i n g  a  more d i g n i f i e d  method t o  pay c r e d i -  
t o r s  wi thout  r i s k i n g  t h e i r  pos ses s ions ,  would choose t h i s  method, 
known a s  Chapte r  X I I I .  However, Chapte r  X I 1 1  p l ans  r e q u i r e  f r u g a l -  
i t y  and de t e rmina t ion  t o  implement and t e r m i n a t e ,  and few consumers 
a c t u a l l y  choose t h i s  p lan.  Of t h e  vo lun ta ry  p e t i t i o n s  f i l e d  dur ing  
f i s c a l  1965 i n  Denver, 10.3 p e r  c e n t  were Chapter  X I 1 1  p lans .  



Bankruptcy Procedure  

Every d e b t o r  i s  e l i g i b l e  t o  become a bankrupt  and an a p p l i -  
c a n t  f o r  d i s c h a r g e  from h i s  l e g a l  o b l i g a t i o n s .  Any d e b t o r  who 
f i l e s  w i t h  t h e  C le rk  of  t h e  U. S. D i s t r i c t  Cour t  of  t h e  d i s t r i c t  
i n  which he has  r e s i d e d  f o r  s i x  months, o r  f o r  a  major o r t i o n  of 
t h e  s i x  months, a  S ta tement  o f  A f f a i r s  and Debtors  P e t i  !i o n  and 
pays,  o r  promises t o  pay i n  two f u t u r e  i n s t a l l m e n t s  i f  he  c l a ims  
t o  be a  pauper,  a $50 f i l i n g  f e e  t o  t h e  c l e r k  i s  immediately 
adjudged t o  be a  bankrup t ,  and immediately t h e r e a f t e r  i s  recogni-
zed a s  an  a p p l i c a n t  f o r  a  d i s c h a r g e  from h i s  deb t s .  The Sta tement  
of  A f f a i r s  i n c l u d e s  d a t a  r e l a t i v e  t o  r e s i d e n c e s ,  occupa t ion ,  . 
income, l o c a t i o n  of r e c e n t  income t a x  r e t u r n  f i l i n g s ,  t h e  l o c a t i o n  
of bank accounts  and s a f e  d e p o s i t  boxes,  and books and r e c o r d s ,  
d e s c r i p t i o n s  of p rope r ty  he ld  i n  t r u s t ,  whether  t h e  d e b t o r  has  been 
a p a r t y  t o  any s u i t  execu t ion  o r  a t t achment ,  and d a t a  concerning 
r e p a i d  l o a n s ,  p rope r ty  t r a n s f e r s ,  and f i r e ,  t h e f t ,  and gambling 
l o s s e s .  The Deb to r ' s  P e t i t i o n  d e s c r i b e s  h i s  a s s e t s ,  a s s e t s  claimed 
t o  be exempt under  f e d e r a l  and s t a t e  law, and a l i s t  of  c r e d i t o r s ,  
l i s t e d  on a  p r i o r i t y  b a s i s .  

Upon t h e  f i l i n g  of t h e  pape r s . and  payment o r  promise t o  pay 
t h e  f i l i n g  f e e s ,  t h e  p e t i t i o n  is  r e f e r r e d  t o  a  r e f e r e e  i n  bank- 
rup tcy .  I n  Colorado,  p e t i t i o n s  a r e  r e f e r r e d  vconcu r r en t l y ,  J o i n t l y ,  
and s e v e r a l l y N  t o  Re fe r ee s  H i l l i a r d , M a t s c h ,  and F u l l e r t o n ,  pre-
s i d i n g  i n  Denver, and Re fe r ee  Keen, p r e s i d i n g  i n  Pueblo. The 
r e f e r e e s ,  i n  t u r n ,  set  a d a t e  f o r  t h e  f i r s t  hea r ing  o r  meeting of 
t h e  d e b t o r ,  a r e f e r e e ,  and h i s  c r e d i t o r s .  Moreover, i f  t h e  f i l i n g  
f e e s  have been pa id  i n  f u l l  a t  t h e  time of t h e  f i l i n g  of t h e  p e t i -  
t i o n ,  t h e  r e f e r e e  w i l l  set  a  t ime  l i m i t  a f t e r  t h e  e x p i r a t i o n  of  
which o b j e c t i o n s  t o  t h e  d i s c h a r g e  w i l l  no t  be  accep ted .  Usua l ly  
t h i s  t ime  l i m i t  w i l l  be s i x  months. C r e d i t o r s  whose names appear  
i n  t h e  Deb to r ' s  P e t i t i o n  a r e  t h e n  n o t i f i e d  t h a t  t h e  d e b t o r  ha s  been 
adjudged t o  be a  bankrupt  and t h a t  t h e y  must f i l e  t h e i r  c l a ims  
a g a i n s t  h i s  a s s e t s  w i t h i n  t h e  time l i m i t s .  Upon r e c e i p t  of  t h e i r  
n o t i f i c a t i o n ,  secured  c r e d i t o r s  u s u a l l y  a sk  permiss ion  t o  f o r e c l o s e ,  
and t h i s  r e q u e s t  i s  accompanied by a f e e .  

Between t e n  and 30 days  a f t e r  t h e  deb tok  i s  d e c l a r e d  t o  be 
a  bankrup t ,  a  f i r s t  meeting o f  c r e d i t o r s  i s  he ld .  At tend ing  t h i s  
meeting a r e  a l l  i n t e r e s t e d  c r e d i t o r s  o r  t h e i r  r e p r e s e n t a t i v e s ,  t h e  
r e f e r e e ,  t h e  bankrup t ,  and t h e  bank rup t ' s  a t t o r n e y ,  i f  any. I f  
t h e y  have n o t  a l r e a d y  done s o ,  c r e d i t o r s  may a t  t h i s  t i m e  submit  
proof of  t h e i r  c l a ims  a g a i n s t  t h e  bank rup t ' s  a s s e t s .  According t o  
s e c t i o n  55 of t h e  law, t h e  r e f e r e e  may a l l o w  o r  d i s a l l o w  t h e  
c l a ims  of t h e  c r e d i t o r s ,  and p u b l i c l y  examine, o r  cause  t o  be ex- 
amined, and may permi t  c r e d i t o r s  t o  examine, t h e  bankrupt .  It i s  
t h e  du ty  of t h e  bankrup t  t o  a t t e n d  t h i s  f i r s t  meeting and t o  sub- 
m i t  h imself  t o  t h i s  examinat ion by c r e d i t o r s  and t h e  r e f e r e e  
concerning h i s  p rope r ty  and conduct .  

Except i n  no-asse t  c a s e s ,  a t r u s t e e  i s  appoin ted  by t h e  

c r e d i t o r s  o r ,  i f  t h e y  should  f a i l  t o  do s o ,  by t h e  c o u r t ,  u s u a l l y  

du r ing  t h i s  f i r s t  meeting. I f  t h e  schedule  of  a vo lun t a ry  



bankrup t  d i s c l o s e s  no a s s e t s ,  and i f  no c r e d i t o r  a p p e a r s  a t  t h e  
f i r s t  meet ing ,  t h e  c o u r t  may, by o r d e r  s e t t i n g  o u t  t h e  f a c t s ,  
d i r e c t  t h a t  no t r u s t e e  be  a p p o i n t e d  i f  t h e  c o u r t  shou ld  deem it 
a d v i s a b l e .  U s u a l l y  t h e  t r u s t e e  i s  c o n t a c t e d  p r i o r  t o  t h e  meeting 
and a g r e e s  t o  s e r v e  i n  t h a t  c a p a c i t y .  Most o f t e n ,  one of 1 2  
t r u s t e e s  i s  a p p o i n t e d  i n  t h e  c a s e  i n  o r d e r  t o  p r e v e n t  t h e  neces-  
s i t y  of a second meeting i n  t h e  e v e n t  t h e  a p p o i n t e d  t r u s t e e  de- 
c l i n e s  t o  s e r v e .  

The t r u s t e e ' s  pr imary  g e n e r a l  d u t y  i s  t o  s a f e g u a r d  and pre-  
s e r v e  t h e  a s s e t s  of t h e  b a n k r u p t ' s  e s t a t e ,  and h i s  pr imary  s p e c i f i c  
d u t y  i s  t o  c o l l e c t  and r e d u c e  t o  money t h e  p r o p e r t y  of t h e  e s t a t e s  
f o r  which he i s  t r u s t e e ,  under  t h e  d i r e c t i o n  of t h e  c o u r t ,  and 
c l o s e  t h e  e s t a t e s  a s  e x p e d i t i o u s l y  a s  i s  compat ib le  w i t h  t h e  b e s t  
i n t e r e s t s  of t h e  p a r t i e s  i n  i n t e r e s t .  

G e n e r a l l y  d u r i n g  t h e  f i r s t  meet ing ,  t h e  r e f e r e e  s e t s  a  time 
l i m i t  d u r i n g  which o b j e c t i o n s  t o  t h e  b a n k r u p t ' s  d i s c h a r g e  must be 
f i l e d .  The r e f e r e e  canno t  g r a n t  a  d i s c h a r g e  u n l e s s  he i s  s a t i s f i e d  
t h a t  none of t h e  grounds  f o r  o b j e c t i o n  t o  d i s c h a r g e  were committed 
and t h e  t ime  l i m i t  h a s  e x p i r e d .  A c t s  which c o n s t i t u t e  grounds  f o r  
o b j e c t i o n  t o  d i s c h a r g e  i n c l u d e  (1) t h e  f a i l u r e  of t h e  bankrup t  t o  
e x p l a i n  s a t i s f a c t o r i l y  any l o s s e s  of a s s e t s  o r  d e f i c i e n c y  of a s s e t s  
t o  meet h i s  l i a b i l i t i e s ,  ( 2 )  a  p r e v i o u s  d i s c h a r g e  of d e b t s  w i t h i n  
t h e  s i x  p r i o r  y e a r s  t o  t h e  d a t e  of f i l i n g  of t h e  p e t i t i o n ,  and (3) 
t h e  removal ,  d e s t r u c t i o n ,  concealment ,  e t c . ,  of any of t h e  prop- 
e r t y ,  w i t h  t h e  i n t e n t  t o  h i n d e r ,  d e l a y ,  o r  d e f r a u d  h i s  c r e d i t o r s .  
Upon t h e  time l i m i t ' s  e x p i r a t i o n  and t h e  f a i l u r e  of  any o b j e c t i o n  
t o  d i s c h a r g e  be ing  f i l e d  w i t h i n  t h e  t i m e  l i m i t ,  t h e  bankrup t  i s  
d i s c h a r g e d  from any f u r t h e r  o b l i g a t i o n  t o  pay, e x c e p t  f o r  c e r t a i n  
d e b t s  which a r e  n o t  d i s c h a r g e a b l e .  These non-d i schargeab le  d e b t s  
i n c l u d e : 

( 1 )  	 t a x e s  due s t a t e ,  l o c a l ,  and t h e  f e d e r a l  governments; 

( 2 )  	 a l imony,  maintenance ,  and c h i l d  s u p p o r t  monies due;  
and 

(3)  	 l i a b i l i t i e s  f o r  o b t a i n i n g  money o r  p r o p e r t y  by f a l s e  
p r e t e n s e  o r  f a l s e  r e p r e s e n t a t i o n .  

A f t e r  t h e  t r u s t e e  has  c o l l e c t e d  a l l  of  t h e  b a n k r u p t ' s  non-
exempt a s s e t s  and c o n v e r t e d  t h e  non-cash a s s e t s  t o  c a s h ,  c l a i m s  
a g a i n s t  t h e s e  a s s e t s  a r e  p a i d  a c c o r d i n g  t o  t h e  p r i o r i t y  t h e y  have 
been g i v e n  by t h e  f e d e r a l  law. P r i o r i t y  c l a i m s  i n c l u d e ,  i n  t h e i r  
r e s p e c t i v e  p r i o r i t y :  (1) t h e  c o s t s  and expenses  of  a d m i n i s t e r i n g  
t h e  b a n k r u p t ' s  e s t a t e ,  ( 2 )  wages n o t  exceed ing  $600 which have 
been ea rned  w i t h i n  t h r e e  months p r i o r  t o  a d j u d i c a t i o n  due t o  
o t h e r s ,  (3)  t a x e s  due and owing by t h e  bankrup t  t o  t h e  Uni ted  
S t a t e s  o r  any s u b d i v i s i o n  t h e r e o f ,  and (4 )  o t h e r  p e r s o n s  having 
p r i o r i t y  under  t h e  laws of  t h e  Uni ted  S t a t e s  and l a n d l o r d s  who a r e  
e n t i t l e d  t o  r e n t  and who a r e  e n t i t l e d  t o  p r i o r i t y  by Colorado law. 
N o n - p r i o r i t y  c l a i m s  a r e  t h e n  p a i d  w i t h  t h e  b a l a n c e ,  i f  any,  pro-
r a t e d  among t h e  c l a i m s ,  and t h e  c a s e  i s  f i n a l l y  c l o s e d .  



Data Used 

The da t a  used t o  survey consumer bankruptc ies  i n  Colorado 
were p r i m a r i l y  e x t r a c t e d  from t h e  i n i t i a l  p e t i t i o n s  of bankrupts .  
Bankruptcy p e t i t i o n s  f i l e d  w i t h  t h e  Clerk  of t h e  U. S. D i s t r i c t  
Court  a r e  pub l i c  r eco rds ,  bu t  permiss ion was reques ted  of  and 
rece ived  from Judge H i l l i a r d  t o  i n s p e c t  t h e s e  documents p r i o r  t o  
t h e  s tudy .  Amendments t o  t h e  p e t i t i o n s  were no t  examined. Although 
i n i t i a l  p e t i t i o n s  a r e  amended, it was f e l t  a f t e r  a review of t h e s e  
amendments t h a t  most were concerned wi th  minor add res s  changes and 
no t  amounts owed. Moreover, t h e r e  i s  some i n c e n t i v e  t o  submit 
c o r r e c t  i n i t i a l  p e t i t i o n s  a s  each must be sworn t o  under oa th .  
Never the less ,  t h e r e  a r e  occas iona l  major amendments t o  t h e s e  p e t i -  
t i o n s ,  mostly due t o  t h e  f i n a n c i a l  mess i n  which t h e  d e b t o r  f i n d s  
himself .  

Add i t i ona l  in format ion  was r ece ived  from t h e  C r e d i t  Bureau 
of G r e a t e r  Denver and from t h e  a t t o r n e y s  r e p r e s e n t i n g  t h e  deb to r s .  
The c r e d i t  bureau provided in fo rma t ion  concerning each bankrupt ' s  
c r e d i t  r a t i n g  p r i o r  t o  h i s  f i l i n g  and q u e s t i o n n a i r e s  mailed t o  and 
rece ived  from t h e  a t t o r n e y s  of t h e  bankrupts  provided in format ion  
concerning t h e  bankrupts1  age ,  m a r i t a l  s t a t u s ,  educa t iona l  l e v e l ,  
e s t ima ted  1966 income f o r  p e t i t i o n e r  and spouse,  t h e  number of 
months t h e  p e t i t i o n e r  was unemployed du r ing  t h e  12-month per iod  
p r i o r  t o  f i l i n g ,  and t h e  causes  of and s t e p s  taken  by t h e  d e b t o r s  
a s  a l t e r n a t i v e s  t o  bankruptcy.  

Sample 

T h i s  survey was based upon t h e  d e b t o r s  who f i l e d  consumer 
bankruptcy p e t i t i o n s  du r ing  February and March, 1966, and who were 
r e s i d e n t s  of no r the rn  Colorado ( ~ i g u r e  I )  dur ing  a l l  o r  most of 
t h e  preceding six-month per iod .  Thus, t h i s  i s  a sample t h a t  i s  
l i m i t e d  bo th  t o  t ime and geography. It was necessary  t o  work from 
t h e  c o u r t  docket  i n  drawing t h i s  sample, a docket  which inc ludes  
both  consumer a s  w e l l  a s  b u s i n e s s  bankruptc ies .  A review of each 
p e t i t i o n  was necessary  t o  a s c e r t a i n  whether a  p e t i t i o n  was a  
wbus ines s "  o r  Mconsumertt p e t i t i o n .  Only consumer p e t i t i o n s  were 
r e t a i n e d .  

Female p e t i t i o n e r s  were inc luded  i n  t h e  sample on ly  i f  t h e i r  

spouses ,  i f  any,  had n o t  f i l e d  p e t i t i o n s  a l s o .  Married females  


.whose husbands a l s o  f i l e d  p e t i t i o n s  were excluded from t h e  sample 
t o  prevent  o v e r r e p r e s e n t a t i o n  of f a m i l i e s  i n  which bo th  husband 
and wi fe  had f i l e d .  

From 8 a.m. on February 1 t o  5 p.m. on March 31, 1966, 691 
bankruptcy p e t i t i o n s  were f i l e d  wi th  t h e  C le rk  of t h e  U. S. D i s t r i c t  
Court  i n  Denver. Of t h i s  number, 306 were cons idered  a s  being 
~consumerup e t i t i o n s  and t h e s e  c o n s t i t u t e d  t h e  fundamental sample 
group. Of t h e  385 p e t i t i o n s  excluded from t h e  sample, 78  were 
Chapter  X I 1 1  p e t i t i o n s ,  72 p e t i t i o n s  were f i l e d  by wives of hus-
bands who had a l s o  f i l e d ,  s i x  were c o r p o r a t i o n s ,  112 were bus ines ses ,  



and 11 p e t i t i o n s  were f i l e d  by persons who d i d  no t  r e t a i n  l e g a l  
counsel .  Because of t h e  na tu re  of t h e  s tudy ,  t h i s  l a s t  group was 
excluded. The remaining 106 p e t i t i o n s  no t  included were f i l e d  by 
d e b t o r s  r e s i d i n g  i n  t h e  southern  p o r t i o n  of t h e  s t a t e .  T h e i r  
p e t i t i o n s ,  immediately upon t h e i r  f i l i n g ,  were t r a n s f e r r e d  t o  
Referee Keen i n  Pueblo and were t h e r e f o r e  n o t  a v a i l a b l e  f o r  t h e  
survey. 

S o c i a l  P r o f i l e  

One of t h e  f i r s t  ques t ions  t h e  committee t r i e d  t o  answer 
was: Who a r e  t h e  people t h a t  f i l e  bankruptcy p e t i t i o n s ?  Based upon 

. 	 t h e  306 c a s e s  of consumer bankruptcy,  except  f o r  age,  educat ion,  
m a r i t a l  s t a t u s ,  and s i z e  of family  c h a r a c t e r i s t i c s  which a r e  based 
upon t h e  117 a t t o r n e  q u e s t i o n n a i r e s  r e tu rned ,  t h e  t y p i c a l  p e t i -  
t i o n e r  i s  l i k e l y  t o  bave t h e  fo l lowing  c h a r a c t e r i s t i c s :  

C h a r a c t e r i s t i c  	 Typ ica l  

Sex 	 Male 
County of r e s idence  -Denver 
Age 26 t o  35 y e a r s
Educat ional  l e v e l  a t t a i n e d  One t o  12 y e a r s  of 

school  
Mar i t a l  s t a t u s  Married 
Occupation Operat ive  and 

kindred worker 
S i z e  of fami ly  Four dependents 
Income $4,000 p e r  y e a r  
Number of r e s idences  dur ing  

t h e  p a s t  s i x  y e a r s ,  in-
cluding p re sen t  add res s  Four 

Based on t h e  117 r e p l i e s  from t h e  p e t i t i o n e r s '  a t t o r n e y s ,  
94 (80.3 p e r  c e n t )  of t h e  117 were males and 23 were females. 
Within t h e  3 0 6 - p e t i t i o n e r  sample groups,  248 (81.0 p e r  c e n t )  p e t i -  
t i o n e r s  were males. The l a r g e  p e r  c e n t  of males i n  t h e  sample 
r e s u l t e d  from t h e  d e l i b e r a t e  exc lus ion  of wives of p e t i t i o n e r s  who 
a l s o  were p e t i t i o n e r s  i n  o r d e r  t o  avoid an ove r rep resen ta t ion  of 
c e r t a i n  f a m i l i e s .  

F i f t y  (42.7 p e r  c e n t )  of t h e  117 males and females were 
es t imated  by t h e i r  a t t o r n e y s  t o  be i n  t h e  26-to-35 years-old  age 
group, 32 (27.4 p e r  c e n t )  were e s t ima ted  t o  be 36 t o  45 y e a r s  o l d ,  
20 (17.1 per  c e n t )  t o  be 21  t o  25 y e a r s  of age,  and 15 (12.8 p e r  
c e n t )  were 46 o r  o l d e r .  

One hundred and two p e t i t i o n e r s  (87.2 p e r  c e n t )  of t h e  117 
were thought by t h e i r  a t t o r n e y s  t o  have e i t h e r  graduated from 
high school  o r  t o  havepermanent ly  l e f t  school  p r i o r  t o  graduat ion.  
Only e i g h t  p e t i t i o n e r s  (6 .8  p e r  c e n t )  had rece ived  any c o l l e g e  
educa t ion ,  while t h e  educa t iona l  l e v e l  a t t a i n e d  by seven p e t i t i o n -  
e r s  (6 .0  pe r  c e n t )  was no t  known o r  r epor t ed .  
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Mar i t a l  s t a t u s  of t h e  117 p e t i t i o n e r s  was repor ted  a s  follows: 

Nunrber of Per Cent of t h e  
Mar i t a l  S t a t u s  p e t i t i o n e r s  117 P e t i t i o n e r s  

S i n g l e
Married 

5 
77 

Married bu t  s epa ra t ed  
Married but  d ivorce  

ill  

pending
Divorced 
Widowed 
No information r epor t ed  

The number of dependents, inc luding  a wife ,  of t h e  p e t i -  
t i o n e r s  ranged from none t o  eight: 

Number of Dependents, 
Including a Wife, Number of P e r  Cent of t h e  

If Any P e t i t i o n e r s  117 P e t i t i o n e r s  

No information r epor t ed  

Most of t h e  306 p e t i t i o n e r s  r e s ided  i n  Denver (53.6 per
c e n t ) ,  and 84.9 p e r  c e n t  were l i v i n g  wi th in  t h e  four-county metro-
p o l i t a n  a rea  when t h e i r  p e t i t i o n s  were f i l e d ,  a s  fol lows:  

Number of P e r  Cent of t h e  
County of Residence P e t i t i o n e r s  306 P e t i t i o n e r s  

Denver 
Adams 
J e f f e r s o n  
Arapahoe
Boulder 
Larimer 
Weld 
Mesa 



Number of P e r  Cent of t h e  
County of Residence P e t i t i o n e r s  306 P e t i t i o n e r a  

Lake 
Morgan 
Rio Blanco 
Moffat 
Lincoln 
Logan 

The occupa t ions  l i s t e d  on t h e  306 p e t i t i o n s  were placed
w i t h i n  s e v e r a l  Bureau-of-the-Census c a t e g o r i e s .  The c a t e g o r i e s ,  
and t h e  number of p e t i t i o n e r s  w i t h i n  each,  were a s  fo l lows:  

Number of P e r  Cent of t h e  
Occupation P e t i t i o n e r s  306 P e t i t i o n e r g  

P r o f e s s i o n a l ,  t e c h n i c a l ,  
and kindred workers 

Farmers and farm 
managers 

Managers, o f f i c i a l s ,  and 
p r o p r i e t o r s ,  excluding
farm 

C l e r i c a l  and kindred 
workers 

S a l e s  workers 
Craftsmen, foremen, and 

kindred workers 
Opera t ives  and kindred 

workers 
P r i v a t e  household 

workers 
S e r v i c e  workers,  excluding 

p r i v a t e  household 
Farm l a b o r e r s  and foreman 
Laborers ,  except  farm and 

mine 
Miscellaneous : 

Unemployed 
Informat ion no t  a v a i l -

a b l e  
S tudent  
R e t i r e d  
M i l i t a r y  ( e n l i s t e d )  

On t h e  p e t i t i o n s 1  Sta tement  of A f f a i r s  i s  t h e  ques t ion :  
Where e l s e  have you r e s i d e d  du r ing  t h e  s i x  y e a r s  immediately pre-  
ceding t h e  f i l i n g  of t h e  o r i g i n a l  p e t i t i o n  he re in?  The number 



of add res se s  r e p o r t e d  under t h i s  ques t ion  i n  t h e  306 p e t i t i o n s ,  i n  
a d d i t i o n  t o  t h e  p e t i t i o n e r s '  p r e s e n t  add res s ,  were: 

Number of Residences 

Durin P a s t  S i x  Years,  


Inc7uding P r e s e n t  Number of P e r  Cent of t h e  

Address P e t i t i o n e r s  306 P e t i t i o n e r s  


34 
53 
58 
55 
38 
20 
13 
1 0  

6 
1 
0 
0 

13 1 

14 - 1  

15 2 


Informat ion no t  

a v a i l a b l e  


F i n a l l y ,  based on income d a t a  e x t r a c t e d  from t h e  p e t i t i o n s ,  
t h e  p e t i t i o n e r s 1  median income du r ing  1965 was $4,000: 

Median Income of t h e  
County 306 P e t i t i o n e r s  

Denver 

Adams 

Arapahoe 

J e f f e r s o n  


Tri-County Area 

Four-County Met ropol i t an  a r ea  


Mesa 

Moffat 

Rio Blanco 

Boulder 

Lake 

Larimer 

Morgan 




Median Income of t h e  
County 306 P e t i t i o n e r s  

Logan 
Weld 
Lincoln 

Non-Metropolitan a r e a  

Northern Colorado (geographica l  
sample a r e a )  

Debt P r o f i l e  

The 306 p e t i t i o n e r s  w i t h i n  t h e  sample claimed 5,264 d e b t s  
wi th  an  agg rega t e  va lue  of $2,877,724. The p e t i t i o n e r s  had a 
median deb t  of $4,685, and a  median of 14 deb t s .  The number of 
d e b t s  pe r  p e t i t i o n e r  ranged from one t o  157, and t h e  va lue  of d e b t s  
per  p e t i t i o n e r  ranged from $582 t o  $546,039. The mean deb t  pe r  
p e t i t i o n e r ,  $9,404, was s u b s t a n t i a l l y  h ighe r  t h a n  t h e  median, i n d i -
c a t i n g  t h a t  t h e r e  were some p e t i t i o n e r s  w i th  unusua l ly  heavy deb t .  
The mean d e b t ,  exc lus ive  of t h e  one p e t i t i o n e r  who claimed 
$546,039 i n  d e b t s ,  however, i s  on ly  $7,645. h he second h i g h e s t  
t o t a l  deb t  pe r  p e t i t i o n e r  r e p o r t e d  amounted on ly  t o  $35,373.) 
S ince  a  complete p i c t u r e  i s  no t  p resen ted  wi th  on ly  a  t o t a l  deb t  
f i g u r e ,  t ypes  of deb t  and deb t  ho lde r s  should a l s o  be considered.  

T o t a l  deb t  c o n s i s t s  of p r i o r i t y ,  secured,  unsecured,  and 
accommodation paper  deb t s .  P r i o r i t y  d e b t  i s  t h a t  t ype  of d e b t  
which t h e  f e d e r a l  law r e q u i r e s  t o  be s a t i s f i e d  by t h e  l i q u i d a t i o n  
of a s s e t s  be fo re  o t h e r  t y p e s  of deb t .  It u s u a l l y  c o n s i s t s  of 
unpaid t a x e s  and r e c e n t l y - i n c u r r e d  r e n t .  The d i s t i n c t i o n  between 
secured and unsecured deb t  i s ,  of cou r se ,  t h e  former  deb t  i s  
guaranteed by something of m a t e r i a l  va lue ,  i n  a d d i t i o n  t o  a  pro-
mise t o  pay, and accommodation paper  c o n s i s t s  mostly of cosigned 
loans .  

P r i o r i t y  deb t  amounted t o  $7,630, o r  . 3  p e r  c e n t  of t h e  
t o t a l  deb t .  Only 44 p r i o r i t y  d e b t s  were presen ted  by 34 p e t i t i o n -  
e r s ,  most of which r ep re sen ted  unpaid taxes :  



Number of 
Type of Debt Value Debts 

Taxes : 	I n t e r n a l  Revenue 
S e r v i c e  $ 2,816 15 

Colorado Depart- 
ment of  Revenue 250 5 

Colorado County 
P r o p e r t y  2 ,679 10 

Rent 

Misc, 


P r i o r i t y  d e b t  ranged from $10 t o  $980, w i t h  t h e  median d e b t  of $100. 
Mean d e b t  amounted t o  8224 p e r  p e t i t i o n e r .  P r i o r i t y  d e b t  should  be 
cons idered  a s  having minor s i g n i f i c a n c e  i n  t h e  t o t a l  d e b t  p i c t u r e ,  
s i n c e  dozens of p e t i t i o n e r s  l i s t e d  t o t a l  d e b t s  t h a t  exceeded t h e  
amount of t o t a l  p r i o r i t y  d e b t  of  t h e s e  34 - p e t i t i o n e r s ,  A s  men-
t i o n e d ,  it c o n s t i t u t e d  o n l y  .3 p e r  c e n t  of t h e  t o t a l  deb t .  

Secured d e b t  r e p r e s e n t s  abou t  one-half  of t h e  t o t a l  d e b t  
(49.5 p e r  c e n t )  and amounts t o  $1,423,548. The range  of  t h i s  d e b t  
p e r  p e t i t i o n e r  was from $60 t o  $28,884, and t h e  median p e t i t i o n e r  
d e b t  was $2,702. The mean d e b t  was somewhat h i g h e r ,  $5,157 p e r  
p e t i t i o n e r ,  and r e p r e s e n t s  s e v e r a l  c a s e s  of  unusua l l y  l a r g e  amounts 
of secured  d e b t .  However, t h e  number of  d e b t s  i s  sma l l ,  and r ep re -  
s e n t s  t h e  v a l u e  and number of  r e a l  e s t a t e  mortgages involved.  Ap-
proximate ly  one-half  of a l l  s ecu red  d e b t  r e p r e s e n t s  such home 
mortgages: 

T o t a l  Value P e r  Number of P e r  
Type of  Debt Holder  of Debt -Cent Debts  -Cent 

C r e d i t  Unions 

I n d u s t r i a l  Banks 

S t a t e  and N a t i o n a l  


Banks 

Rea l  E s t a t e  Debt 


Holders  

Merchandise Debt 


Holders  

F inance and C r e d i t  


Companies 

Other  




Only 276 p e t i t i o n e r s  repor ted  secured deb t ,  and t h e  t y p i c a l  p e t i -  
t i o n e r  had only t h r e e  secured debts .  The range of t h e  879 secured 
deb t s  was one t o  12. 

Unsecured debt  c o n s t i t u t e s  t h e  same por t ion  of t o t a l  deb t s  
a s  does secured debt  (49.5 per  c e n t ) ,  and only a  few d o l l a r s  more: 
$1,424,641. T h i s  i s  about t h e  only s i m i l a r i t y ,  however. The 
p e t i t i o n e r s '  median unsecured debt  equals  $1,933, and ranges per  
p e t i t i o n e r  from $15 t o  $545,624. The number of deb t s  per  p e t i t i o n -  
e r  t o t a l s  $4,312, and ranged from one t o  148. To ta l  debt  by ca te-  
gory i s  a s  follows: 

Number 
Value Per  of Per  

Type of Debt of Debts -Cent Debts -Cent 

Automobile expenses 
Medical expenses 
Department s t o r e s  
L i a b i l i t i e s  
Unpaid loans  
Rent 
Other 

The l a r g e s t  s i n g l e  item i s  t h e  l i a b i l i t y  category,  but t h i s  may be 
reduced almost t o  nothing with t h e  sub t rac t ion  of t h e  one l a r g e
c i v i l  s u i t  l i a b i l i t y  of $546,039, o r  from $599,338 t o  l e s s  than 
$53,714. The second l a r g e s t  category c o n s t i t u t e s  unsecured loans 
from a l l  sources ,  including c r e d i t  unions,  f inance  companies, in-
d u s t r i a l  banks, and persons. Automobile expenses include gas,  o i l ,  
r e p a i r ,  and insurance expenses. Medical expenses include a l l  
h o s p i t a l ,  d e n t a l ,  o p t i c a l ,  and medical expenses. The category 
'lother" includes those  deb t s  considered u n c l a s s i f i a b l e  a s  wel l  a s  
non-c lass i f iab le .  Only two persons repor ted  no unsecured debts .  

Accommodation paper debt  r ep resen t s  only .8 per  c e n t  of t h e  
t o t a l  debt ,  and amounts t o  $21,905. These d e b t s  range per  p e t i -  
t i o n e r  from $30 t o  $4,563. The mean debt  i s  $996 and higher  than 
than t h e  $591 median debt .  Only 29 persons repor ted  t h i s  type of 
debt .  

To ta l  a s s e t s  amount t o  $465,507, o r  16.2 per  cent  of t o t a l  
debt .  Of t h i s  amount, $146,881 represen t s  r e a l  property;  $292,343 
represen t s  personal property;  and t h e  balance,  $26,283, c o n s i s t s  of 
choices  i n  a c t i o n s ,  e .g . ,  checking and savings account balances,  
cash on hand, and u t i l i t y  depos i t s .  To ta l  exempt property,  however, 
equals  $441,941, o r  95 per  c e n t  of t o t a l  a s s e t s :  



Number of P e r  Cent  
P e r  Cent  P e r s o n s  of T o t a l  
of  T o t a l  
Assets 

R e p o r t i n g  
Assets 

Number of  
P e t i t i o n e r sAssets 

R e a l  p r o p e r t y  
P e r s o n a l  p r o p e r t y  
Choices  i n  a c t i o n  

TOTAL 

T o t a l  Exempt 
P r o p e r t y  

Value 

$ 	146,881 
292,343 

26.283 

$ 465.507 

$ 	441,941 

By f a r  t h e  m a j o r i t y  of p e t i t i o n e r s  r e p o r t e d  p e r s o n a l  p r o p e r t y  a s -
sets;  o n l y  s i x  d i d  n o t .  

Assets which may be c la imed  exempt under  t h e  laws of  Colo- 
r a d o  i n c l u d e :  

P r o p e r t y  Exempt 

S e c t i o n  77-2-2, C.R.S. 1963: 

Necessa ry  wear ing  a p p a r e l  of e a c h  
head of a f a m i l y ,  s i n g l e  pe r son  
and dependent .  

Watches, j e w e l r y ,  and a r t i c l e s  o f  
adornment of e a c h  head of a  
f a m i l y ,  s i n g l e  pe r son  and depend- 
e n t .  

L i b r a r y ,  f a m i l y  p i c t u r e s ,  and 
s c h o o l  books,  p rov ided  t h a t  t h i s  
p r o p e r t y  does  n o t  c o n s t i t u t e  
a l l  o r  p a r t  of t h e  d e b t o r ' s  
s t o c k  i n  t r a d e .  

B u r i a l  s i t es ,  i n c l u d i n g  s p a c e s  
i n  mausoleums. 

Household goods.  

Value  Exempt 

F i r s t  $250. 

F i r s t  $100. 

F i r s t  $500 f o r  t h e  head of  a 
f a m i l y  and h i s  o r  h e r  depend- 
e n t s  -- F i r s t  $200 f o r  a  
s i n g l e  person.  

One s i t e  o r  s p a c e  f o r  each  
member of  a f a m i l y  and one 
s i t e  o r  s p a c e  f o r  a  s i n g l e  
pe r son .  

F i r s t  $750 i f  owned and used 
by t h e  head of a f a m i l y  o r  
awned by such  head and used 
by h i s  o r  h e r  dependen t s  --
F i r s t  $250 i f  owned and used 
by a s i n g l e  person.  



Prope r ty  Exempt 

P r o v i s i o n s  and f u e l  on hand. 

I f  p r i n c i p l e  occupa t ion  i s  a g r i -
c u l t u r e ,  l i v e s t o c k  o r  p o u l t r y  
r a i s i n g ,  l i v e s t o c k  and pou l t ry .  

I f  p r i n c i p l e  occupa t ion  i s  a g r i -
c u l t u r e ,  l i v e s t o c k  o r  p o u l t r y  
r a i s i n g ,  ho r se s ,  mules, wagons, 
c a r t s ,  machinery, ha rnes s ,  i m -
plements,  and t o o l s .  

Pensions ,  compensations o r  al low- 
ances  f o r  any purpose on account  
o r  a r i s i n g  o u t  of t h e  s e r v i c e s  of 
such person a s  a  member of t h e  
armed f o r c e s  of t h e  United S t a t e s  
i n  t ime of war o r  armed c o n f l i c t ,  
and whether i n  t h e  a c t u a l  posses-  
s i o n  of t h e  r e c i p i e n t  t he reo f  o r  
depos i t ed  o r  loaned by him o r  h e r ,  
and a  l i k e  exemption t o  t h e  unre- 
marr ied widow and t h e  c h i l d r e n  of 
such person who r e c e i v e s  a  pension,
compensation o r  al lowance of any 
kind from t h e  United S t a t e s  on 
account o r  a r i s i n g  o u t  of such 
s e r v i c e  by a  deceased member of 
such armed f o r c e s ;  and when a 
d e b t o r  e n t i t l e d  t o  exemption under 
t h i s  s e c t i o n  d i e s  o r  l e a v e s  h i s  o r  
h e r  fami ly  s a i d  exemption s h a l l  
extend t o  t h e  dependents of s a i d  
deb to r .  

Stock i n  t r a d e ,  s u p p l i e s ,  f i x t u r e s ,  
maps, machines, t o o l s ,  equipment,
books, and bus ines s  m a t e r i a l s ,  
kep t  f o r  t h e  purpose of c a r r y i n g
on any g a i n f u l  occupat ion.  

Motor v e h i c l e s  used f o r  t h e  pur- 
pose of c a r r y i n g  on any g a i n f u l  
occupat ion.  

Value Exempt 

F i r s t  $300 if f o r  t h e  u s e  o r  
consumption of t h e  head of a 
f ami ly  o r  by t h e  dependents 
of  t h e  head of a fami ly  --
F i r s t  $100 i f  f o r  t h e  u se  o r  
consumption of a s i n g l e  per- 
son. 

F i r s t  $1,500 i f  head of a 
fami ly  -- F i r s t  .$750 i f  a 
s i n g l e  person.  

F i r s t  $1,000 i f  head of a 
f ami ly  -- F i r s t  $500 i f  a 
s i n g l e  person. 

No d o l l a r  l i m i t a t i o n .  

F i r s t  $500 of any deb tor .  

F i r s t  $300 of one o r  more 
motor v e h i c l e s  of any deb tor .  



P r o p e r t y  Exempt 	 Value Exempt 

L i b r a r y  k e p t  and used i n  c a r r y i n g  
on p r o f e s s i o n .  

The a v a i l s  of  p o l i c i e s  o r  c e r t i -  
f i c a t e s  o f  l i f e  i n s u r a n c e .  

The p roceeds  of  any c l a i m  f o r  
l o s s ,  d e s t r u c t i o n  o r  damage, and 
t h e  a v a i l s  of any f i r e  o r  casu-  
a l t y  i n s u r a n c e  payab le  because  o f  
l o s s ,  d e s t r u c t i o n  o r  damage, t o  
any p r o p e r t y  which would have 
been exempt under  t h i s  a r t i c l e  
(77-2) .  t o  t h e  e x t e n t  of t h e  ex-
empt ions  i n c i d e n t  t o  such  prop- 
e r t y .  

P roceeds  of  any c l a i m  f o r  damages 
f o r  p e r s o n a l  i n j u r i e s  s u f f e r e d  
by any d e b t o r  e x c e p t i n g  f o r  
o b l i g a t i o n s  f o r  t r e a t m e n t  of any 
k i n d  f o r  such  i n j u r i e s  o r  c o l -  
l e c t i o n  of  such  damages. 

House t r a i l e r  o r  t r a i l e r  coach 
w h i l e  used  and occup ied  a s  a  
p l a c e  of r e s i d e n c e .  

S e c t i o n  77-31-1, C.R.S., 1963: 

Homestead. 

R e p l i e s  From A t t o r n e y s  

F i r s t  $500 i f  a p r o f e s s i o n a l  
p e r s o n  o r  minister o r  p r i e s t  
o f  any f a i t h .  

F i r s t  $5,000 of any d e b t o r .  

No d o l l a r  l i m i t a t i o n .  

No d o l l a r  l i m i t a t i o n .  

F i r s t  $2,500 of o n l y  one 
t r a i l e r  o r  coach i f  used and 
occup ied  a s  a  p l a c e  of resi-
dence  by t h e  head of a f a m i l y  
and one  o r  more members of  
h i s  o r  h e r  f a m i l y .  

F i r s t  $5,000 i f  head o f  
f a m i l y  and h o u s e h o l d e r  i n  
s t a t e  of  Colorado.  

The 176 a t t o r n e y s  who c o u n s e l e d  t h e  306 p e t i t i o n e r s  were r e -
q u e s t e d  t o  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n  i n  o r d e r  t o  d i s c o v e r  t h e  
o r i g i n a l  c a u s e s  of  consumer bankrup tcy .  I n  a d d i t i o n  t o  t h e  s e v e r a l  
a g e , m a r i t a l  s t a t u s ,  and e d u c a t i o n a l  l e v e l  a t t a i n e d  q u e s t i o n s ,  e a c h  
of t h e  a t t o r n e y s  was r e q u e s t e d  t o  i n d i c a t e  t h e  f o l l o w i n g :  

1. 	 To which one o r  more of t h e  f o l l o w i n g  would you a t t r i -  
b u t e  a s  t h e  p r imary  c a u s e s  l e a d i n g  t o  p e t i t i o n e r  f i l i n g  
f o r  bankru  t c y  ( p l e a s e  i n d i c a t e  i n  r a n k i n g  . o r d e r  of  
impor tanceP : 



Unexpected drop i n  income 
Unexpected medical and h o s p i t a l  expense 
Wages garn ished  o r  a t t a c h e d  
Threa t s  of wages being g a r n m  o r  a t t a c h e d  
Unexpected motor v e h i c l e  expense 
Breakup i n  marr iage 
L i a b i l i t y  f o r  a c c i d e n t a l  damages n o t  covered by 

insurance  ( c o u r t  awards) 
I n s t a l l m e n t  purchases  g r e a t e r  than  p e t i t i o n e r ' s  

normal a b i l i t y  t o  pay 
O t h e r ( s )  

2. 	 Which of t h e  fo l lowing  s t e p s ,  i f  any,  d i d  p e t i t i o n e r  t a k e  
t o  s o l v e  h i s  f i n a n c i a l  d i f f i c u l t i e s :  

Applied f o r  a  persona l  l oan  t o  pay o f f  e x i s t i n g-
d e b t s  

Attempted t o  r e f i n a n c e  e x i s t i n g  loans  
Souqht advice  o r  s e r v i c e s  of c o r n m e r c i n b t  a d j u s t e r  -

o r  c r e d i t  counse lo r  
Mortgaged o r  so ld  r e a l p e r s o n a l  p roper ty  
Obtained o r  sought a  second job 
Applied f o r  a  wage e a r n e r ' s  ~ l a ' ( C h a p t e r  ~ 1 1 1 )  
Other: 

3. 	 To your  knowledge, d i d  any one o r  more of p e t i t i o n e r ' s  
1c r e d i t o r s :  

O f f e r  t o  r e f i n a n c e  e x i s t i n g  deb t  o r  a d j u s t  payments 
thereon  

Threaten legal a c t i o n ,  i nc lud ing  garnishment 
Obtain  a  d e f i c i e n c y  judgment o r  balance 
Suggest  a l t e r n a t i v e  measures o t h e r  t h a n x r u p t c y  

t o  a s s i s t  p e t i t i o n e r  w i th  h i s  f i n a n c i a l  d i f f i -  
c u l t i e s  

I f  so ,  what measures were suggested:  

With r e s p e c t  t o  ques t ion  No. 1, some a t t o r n e y s  d i d  no t  i nd i -
c a t e  p r i o r i t y ,  whi le  o t h e r s  d id .  At torneys  f o r  111 p e t i t i o n e r s  d i d  
i n d i c a t e  an  o r d e r  of importance and f e l t  t h a t  t o o  many i n s t a l l m e n t  
purchases ,  t h r e a t s  of garnishment ,  and unexpected medical  and 
h o s p i t a l  expenses were t h e  l ead ing  causes:  

Cause P r i o r i t y  

F i r s t  Second Thi rd  Fourth  F i f t h  T o t a l  

Unexpected drop i n  
income 

4 2 5 

Unexpected medical  
and h o s p i t a l  ex-
pense 1 9 2 



Cause 

Wages ga rn i shed  o r  
a t t a c h e d  

T h r e a t s  of  wages 
be ing  ga rn i shed  o r  
a t t a c h e d  

Unexpected motor 
v e h i c l e  expense 

Breakup i n  mar r iage  
L i a b i l i t y  f o r  a c c i -  

d e n t a l  damages n o t  
covered by i n s u r -  
ance  ( c o u r t  awards)  

I n s t a l l m e n t  purchases  
g r e a t e r  t h a n  p e t i -  
t i o n e r ' s  normal 
a b i l i t y  t o  pay 

0 t h e r ( s )  

A t to rneys  who d i d  n o t  i n d i c a t e  p r i o r i t y  o r  rank of  impor tance  thought  
t h e  same: 

Number 

Unexpected d r o p  i n  income 13 
Unexpected medical  and 

h o s p i t a l  expense  
Wages ga rn i shed  o r  a t t a c h e d  
T h r e a t s  o f  wages be ing  

ga rn i shed  o r  a t t a c h e d  
Unexpected motor v e h i c l e  

expense
Breakup i n  mar r iage  
L i a b i l i t y  f o r  a c c i d e n t a l  

damages n o t  covered b  i n -
surance  ( c o u r t  awards y

I n s t a l l m e n t  purchases  g r e a t e r  
t h a n  p e t i t i o n e r ' s  normal 
a b i l i t y  t o  pay 

O the r  ( s  

Combined, 
1 

t h e  r e s u l t s  were a s  f o l l ows :  

Number P e r  Cent  

Unexpected d r o p  i n  income 
Unexpected medical  and hospi -  

t a l  expense 
Wages ga rn i shed  o r  a t t a c h e d  

24 

40 
33 



Number lwssr& 
T h r e a t s  of wages b e i n g  


g a r n i s h e d  o r  a t t a c h e d  

Unexpected motor  v e h i c l e  ex-


pense 

Breakup i n  m a r r i a g e  

L i a b i l i t y  f o r  a c c i d e n t a l  


damages n o t  c o v e r e d  b  i n -
s u r a n c e  ( c o u r t  awards  r 

I n s t a l l m e n t  p u r c h a s e s  g r e a t e r  

t h a n  p e t i t i o n e r 1  s normal  

a b i l i t  t o  pay 


O t h e r  ( s  r 
The 26 r e p l i e s  i n  t h e  " o t h e r "  c a t e g o r y  were a s  f o l l o w s :  

ItInsuf f  i c i e n t  income. I' 

%oing t o  schoo l .  

"Def ic i ency  c l a i m s  a f t e r  r e p o s s e s s i o n  o f  c h a t t e l s  
a f t e r  added e x p e n d i t u r e s  i n c u r r e d  i n  break-up of 
m a r r i a g e  and l a r g e  d o c t o r  and h o s p i t a l  b i l l s  n o t  
covered  by i n s u r a n c e . "  

"Husband i n c u r r e d  s u b s t a n t i a l  i n d e b t e d n e s s  p r i o r  t o  
s e p a r a t i o n .  " 
"Cos igner  f o r  f a m i l y  member, f o r e c l o s u r e  on prop- 
e r t y .  " 
" P e t i t i o n e r  l o s t  $400 of  p e r s o n a l  p r o p e r t y  i n  f lood . '  

' 'Def ic iency on r e p o s s e s s i o n s . "  

ItLow income, s e a s o n a l  employment and p o o r  f i s c a l  
management. 'I 

I tThreat  by a  c r e d i t o r  of  g a r n i s h i n g  s a l a r y  c a u s i n g  
l o s s  of j o b  is  g r e a t e s t  t h r e a t . I t  

"Husband s e n t  t o  CSP p l u s  h i s  poor  money management." 

"Also bad judgment i n  c o s i g n i n g  . 
"Divorce ,  3 c h i l d r e n  t o  s u p p o r t  w i t h  l i t t l e  o r  no 
s u p p o r t  money f rom husband.ll 

ItAlmost u n b e l i e v a b l e  i n a b i l i t y  t o  manage money be-
c a u s e  of p r e v i o u s  l a c k  of any  e x p e r i e n c e . "  



" P e t i t i o n e r  r e t u r n e d  from V i e t  Nam and mar r i ed  un-
w i s e l y .  

" o b l i g a t i o n s  from b u s i n e s s  f a i l u r e  - c i r c a  1961 -
i n t e r m i t t e n t  employment." 

l lHusband's f a i l u r e  t o  pay c h i l d  suppor t . I t  

"Accumulated b i l l s  - employed w i f e  became pregnan t  
and l o s t  h e r  job . "  

I8Garnishment c o n t r i b u t e d  t o  l o s s  of  employment." 

I8Husband's d r i n k i n g  and son1  s m a r i t a l  and c r i m i n a l  
d e f e n s e  expenses ."  

" P e t i t i o n e r ' s  husband had i n d u s t r i a l  a c c i d e n t  and 
must b e  r e t r a i n e d  f o r  o t h e r  work." 

"Flood damage t o  most of h i s  p r o p e r t y  from J u n e  
f l o o d  - most was mortgaged." 

"Cr imina l  p roceed ings .  It 

"The w i f e  was g i v e n  money t o  pay b i l l s  and s h e  d i d  
n o t .  

I1Spouse n o t  making s u f f i c i e n t  t o  meet needs  of  fami-
l y  - d e s e r t i o n  of  spouse .  " 
" I n  1963,  t h e  p e t i t i o n e r  s u f f e r e d  a broken back i n  
a non-compensable a c c i d e n t  and was h o s p i t a l i z e d  
f o r  many months and was o f f  work f o r  approx imate ly  
one y e a r  i n c u r r i n g  heavy medica l  expenses .  A s  soon 
a s  he was a b l e  t o  go back t o  work, he went i n t o  
d e b t  on i n s t a l l m e n t  c r e d i t s  f a r  beyond h i s  means of 
e v e r  paying o f f ,  much less  paying t h e  b i l l s  f o r  t h e  
p r e v i o u s  y e a r . "  

"I a t t r i b u t e  t h i s  c a s e  and such  o t h e r  wage e a r n e r  
c a s e s  a s  I have handled  t o  t h e  o v e r  e x t e n s i o n  of 
c r e d i t  by l e n d i n g  a g e n c i e s  and s u p p l i e r s  who i n  
many c a s e s  p ledge  o r  d i s c o u n t  c h a t t e l  mor tgages  t o  
l e n d i n g  a g e n c i e s .  Upon d e f a u l t ,  p a p e r  i s  re-
f i n a n c e d  w i t h  f u r t h e r  c h a r g e s  f o r  t h e  new l o a n  and 
t h e  e a r n i n g  power of t h e  i n d i v i d u a l  i s  i n s u f f i c i e n t  
t o  meet t h e  i n s t a l l m e n t s .  Employers n a t u r a l l y  
d o n ' t  want t o  be b o t h e r e d  by ga rn i shments  o r  phone 
c a l l s  from c r e d i t o r s  and t h e  d e b t o r  d o e s n ' t  have 
much c h o i c e .  A s  a n  a t t o r n e y ,  t h e s e  c a s e s  a r e  a  
headache,  and I have handled  them o n l y  by r e a s o n  of 
t h e  l e g a l  r e f e r r a l  s e r v i c e .  



Question No. 2 d i d  not  re u e s t  a p r i o r i t  i n d i c a t i o n :  Which 
of t h e  fol lowing s t e p s ,  i f  any, !id p e t i t i o n e r  1ake t o  so lve  h i t  
f i n a n c i a l  d i f f i c u l t i e s .  The answers t o  t h e  ques t ion  were a s  f o l -
lows: 

Number P e r  Cent 

Applied f o r  a  personal 

loan t o  pay off  e x i s t - 

ing  d e b t s  


Attempted t o  r e f inance  

e x i s t i n g  loans  


Sought advice  o r  s e r v i c e s  

of commercial debt  

a d j u s t e r  o r  c r e d i t  coun-

s e l o r  


Mortgaged o r  so ld  r e a l  o r  

personal  proper ty  


Obtained o r  sought a 

second job 


Applied f o r  a  wage e a r n e r ' s  

p lan ( c h a p t e r  XIII) 


Other 

Not a p p l i c a b l e  o r  a v a i l a b l e  

S teps  2,  1, and 5 accounted f o r  23.8, 19.9 and 14.4 pe r  c e n t ,  re-
s p e c t i v e l y ,  of t h e  t o t a l .  C o l l e c t i v e l y  t h e s e  t h r e e  accounted f o r  
more than  ha l f  (58.1 p e r  c e n t )  of t h e  s t e p s  e l e c t e d ,  and i n d i c a t e  
t h a t  a s i z e a b l e  number of bankrupts i n  t h e  sample took some a c t i o n  
p r i o r  t o  tak ing  bankruptcy. Some comments of those  a t t o r n e y s  who 
checked t h e  "o ther t t  category included: 

"Tried t o  make smal l  payments t o  e x i s t i n g  c r e d i t o r s ;  
they continued t o  ha ras s ,  however. " 
nIgnored c r e d i t o r s  and paid c u r r e n t  expenses." 

'@Attempted t o  induce some c r e d i t o r s  t o  accept  smal l  
monthly payments withowt success .  

"Discussed indebtedness  with  c r e d i t o r s . "  

"Attorney attempted t o  work out  plan w i t h  c red i -  
t o r s .  " 



-
" P e t i t i o n e r  ob ta ined  a s t eady  job  wi th  U.S. Mint 
f i r s t  s t eady  job i n  a  long time.lt 

"Asked f o r  time and advice . "  

"Due t o  e a r n i n g  a b i l i t y  and l a r g e  d e b t  i ncu r r ed  
c l e a r i n g  marr iage,  no s o l u t i o n  bu t  t o  f i l e  bank- 
ruptcy.  " 
ItDecided t o  f i l e  bankruptcy because c r e d i t o r s  were 
beginning t o  j eopard ize  job  by c o n s t a n t l y  complain- 
ing t o  s u p e r i o r  - s u b j e c t  i s  a  Federa l  employee." 

"Tried t o  have c r e d i t o r s  ( h o s p i t a l s  and d o c t o r s )  
w a i t  u n t i l  d e b t s  would be a b l e  t o  be paid ."  

ItConsulted wi th  l e g a l  a i d . "  

ItHousewif e  wi th  c h i l d r e n  went t o  work. tt 

"Gave it a l l  up and f i l e d  p e t i t i o n  i n  bankruptcy." 

"Sought employment. It 

"Consulted me a s  a t t o r n e y . "  

"Tried t o  compromise bu t  could not ."  

I1Tr i ed . to  meet payments on h e r  own income and was 
no t  a b l e  t o  do so.  Could no t  o b t a i n  any f i n a n c i n g b n  

"Cred i to r s  c a l l i n g  employee, and employer t o l d  him 
t o  s e t t l e  w i th  them o r  t a k e  bankruptcy and g e t  r i d  
of them. He c o u l d n t t  s e t t l e  and had no a l t e r n a t i v e . "  

"Asked h e l p  of p roba t ion  o f f i c e r . "  

Quest ion No. 3 a l s o  d i d  no t  r e q u e s t  an i n d i c a t i o n  of p r i o r i t y : 

"To your  knowledge d i d  any one o r  more of p e t i t i o n e r s t  c r e d i t o r s :  

. . . I t  The r e s u l t s  of t h i s  ques t ion  were: 


Number P e r  Cent 

O f f e r  t o  r e f i n a n c e  e x i s t i n g  

deb t  o r  a d j u s t  payments 

thereon.  


Threaten l e g a l  a c t i o n ,  in - 

c lud ing  garnishment.  


Obtain  a  d e f i c i e n c y  judgment 

o r  balance.  




Number Per Cent 

Suggest  a l t e r n a t i v e  measures 

o t h e r  t han  bankruptcy t o  

a s s i s t  p e t i t i o n e r  w i t h  h i s  

f i n a n c i a l  d i f f i c u l t i e s .  


I f  so ,  what measures were 

suggested


Not a p p l i c a b l e .  


The most f r e q u e n t  a c t i o n  taken  by a c r e d i t o r  appears  t o  be t o  
. t h r e a t e n  l e g a l  a c t i o n .  The second most f r equen t  s t e p  was t h e  ob- 
t a i n i n g  of a d e f i c i e n c y  judgment o r  balance.  Together  t h e s e  two 
s t e p s  accounted f o r  76.2 p e r  c e n t  of t h e  s t e p s  taken.  Comments of 
a t t o r n e y s  a s  t o  t h i s  ques t ion  include:  

"More s t r i n g e n t  r e g u l a t i o n  a s  t o  d e f i c i e n c y  judgments. 
I b e l i e v e  he could have paid  o f f  p r i n c i p a l  b u t  no t  
wi th  high i n t e r e s t .  " 
IVMight have pa id  d e b t s  i f  no i n t e r e s t . "  

I1Monthly payments i n  s m a l l e r  amounts t o  pay c r e d i -  
t o r s  -- was unable  t o  f i n a n c e  two homes and pay b i l l s . "  

"Assignment t o  c r e d i t o r s  under Colorado s t a t u t e s . "  

ttBankruptcy was h i s  on ly  remedy -- he bought beyond 
h i s  a b i l i t y  t o  pay." 

"Get r i d  of t h e  l oan  sharks .  Repeal t h e  arnishment 
law i n  Colorado s o  t h a t  unscrupulous peop Pe c a n ' t  
hold garnishment ove r  peop le ' s  heads." 

I1Ref inance and wage e a r n e r s '  p lan.  

I1There a r e  no a l t e r n a t i v e s  of which I am aware." 

t l P e t i t i o n e r  g e t  a second job." 

"Wife g e t  a second job." 

ItJudgment commenced be fo re  bankruptcy." 

"Abolish t h e  law p e r m i t t i n g  garnishment of wages.It 

"Assignment, bu t  unexpected h o s p i t a l i z a t i o n  f o r c e d  
bankruptcy. It 



"The d e b t s  were accumulated ove r  a number of y e a r s  a s  
a r e s u l t  of i l l n e s s .  P e t i t i o n e r  on we l f a re  f o r  a  
number of y e a r s  unable  t o  g e t  employment a s  a  r e s u l t  
of age and phys i ca l  condi t ions . "  

"Income i n s u f f i c i e n t ,  d e b t s  t o o  l a r g e ,  d e f a u l t  f o r  
t o o  long a  per iod  of t ime.  

"As a r e s u l t  of d ivo rce  hear ing ,  expense and payments 
on d e b t s  more than  a b l e  t o  pay." 

"Two judgments." 

"No a l t e r n a t i v e  f e a s i b l e . "  

I g P e t i t i o n e r  r e fused  t o  do anyth ing  bu t  f i l e  p e t i t i o n  
i n  bankruptcy. 

t tConsol idat ion loan ,  smal l  monthly payment arrange-  
ment w i th  c r e d i t o r s .  " 
"Take a  c e r t a i n  p e r  c e n t  of t h e  d e b t s  owed i n  f u l l  
s a t i s f a c t i o n . "  

"Talk wi th  a l l  c r e d i t o r s  and reduce monthly p a y r n e n t ~ . ~ ~  

"Passage of l e g i s l a t i o n  r e q u i r i n g  f i n a n c e ,  e tc . ' ,  t o  
s e t  f o r t h  a l l  charges  f o r  which borrower i s  o r  may be 
r e s p o n s i b l e  f o r . "  

"One c r e d i t o r  o f f e r e d  t o  l o a n  p e t i t i o n e r  an a d d i t i o n a l  
$100.00 ( s e c u r e d )  i f  he would fo rego  a  d i scha rge  i n  
bankruptcy. " 
ItNone, a s  garnishment t h r e a t e n e d  h e r  31ob. " 

N.ames of t h e  260 Denver-area p e t i t i o n e r s  were submitted t o  
t h e  C r e d i t  Bureau of G r e a t e r  Denver i n  o r d e r  t o  d i s c o v e r  whether 
t h e i r  bankruptcy f i l i n g s  s u r p r i s e d  t h e i r  c r e d i t o r s .  The bureau 
r epo r t ed  t h a t  a t  t h e  p o i n t  of t h e  bankruptcy,  a l l  t h e  names submit-
t e d  would have been r a t e d  a s  having an u n s a t i s f a c t o r y  r a t i n g .  For 
a per iod of y e a r s  p r i o r  t o  bankruptcy,  t h e  bureau r epo r t ed  t h e  
fo l lowing  r a t i n g s  f o r  t h e  260 p e t i t i o n e r s :  



No de roga to ry  items o f  r e c o r d ;  
s t a b i l i t y  of employment and 
r e s i d e n c e ;  c r e d i t  h i s t o r y  good 
o v e r  a p e r i o d  of y e a r s  

No de roga t o ry  items of  r e c o r d ;  
l a c k  o f  c r e d i t  i n fo rma t ion ;  o l d  
b u t  good c r e d i t  

Derogatory  items of  r e c o r d ;  un-
. s a t i s f a c t o r y  c r e d i t  h i s t o r y  

Limited  c r e d i t  expe r i ence  o r  no 
c r e d i t  i n  Denver p r i o r  t o  t h e  
bankruptcy,  i n d i c a t i n g  u n s a t i s f a c -  
t o r y  c r e d i t  a t  p l a c e  o f  p r ev ious
r e s i d e n c e  o r  a n  a c t u a l  u n s a t i s -  
f a c t o r y  r eco rd  i n  t h e  Bureau ' s  
f i l e  from a n o t h e r  c i t y  

No r a t i n g  r e t u r n e d  w i t h  name 

Explana to ry  comments b u t  w i t h o u t  
r a t i n g  

Number of  P e r  Cent  o f  t h e  
P e t i t i o n e r 3  260 P e t i t i o n e r g  
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APPENDIX A 

Comparison o f  Seventh Draft  (1942)  


O f  t h e  Uniform Small Loan Law With the  


1943 Colorado Small Loan Act and t h e  


1955 Colorado Consumer Finance A c t  




COMPARLSON OF SEVENTH DRAFT OF THE UNIFORM SMALL LDAN LAW WITH 1943 COLORADO 
SMALL LOAN ACT AND 1955 COLORADO CONSUMER FINANCE ACT 

Seventh Draf t  of  t h e  Uniform Small Loan Law 
A s  Revised June 1. 1942 1943 Colorado Small Loan ~ c t  

Sec t i on  1. ( a )  The l e g i s l a t u r e  f i n d s  a s  f a c t s  and d e t e r -  Sec t ion  1. Contained d e f i n i t i o n s  
mines tha t :  genera l ly  t h e  same a s  i n  uniform d r a f t  

Sec. 1 ( b ) ,  including t h e  des igna t ion  
of S t a t e  Bank Commissioner t o  admini- 
s t e r  t h i s  law. 1943 Colorado a c t  d id  
not  inc lude  any statement of  l e g i s l a t i v e  
i n t e n t  a s  contained i n  Sec. 1 ( a )  of 
uniform d r a f t .  

1. There e x i s t s  among c i t i z e n s  o f  t h i s  s t a t e  a  wide-

spread demand f o r  small loans.  The scope and i n t e n s i t y  of 

t h i s  demand have been increased  progressively by many s o c i a l  

and economic forces .  


2 .  The expense of making and'l,collecting smal l  loans.  

which a r e  usua l ly  made on comparatively unsubs t an t i a l  

s e c u r i t y  t o  wage-earners, s a l a r i e d  employes, and o t h e r  per- 

sons of r e l a t i v e l y  low incomes is necessar i ly  high i n  

, r e l a t i o n  t o  t he  amounts l e n t .  

0' 
N 

3. Such loans  cannot be made p ro f i t ab ly  under t h e  
l im i t a t i ons  imposed by e x i s t i n g  laws r e l a t i n g  t o  i n t e r e s t  
and usury. These l i m i t a t i o n s  have tended t o  exclude lawful  

e n t e rp r i s e s  from t h e  small  loan f i e l d .  Since t h e  demand 

f o r  small loans cannot be l e  i s l a t e d  ou t  of ex is tence ,  many

small borrowers have been l e q t  t o  t he  m r c y  of t hose  w i l l i n g  

t o  bear  t he  opprobrium and r i s k  t h e  pena l t i e s  o f  usury f o r  a  

l a r g e  prof it. 


4. I n t e r e s t  charges a r e  o f t en  disguised by t h e  use  of 

subterfuges t o  evade t h e  usury law. These subter fuges  a r e  

so complicated and t e chn i ca l  t h a t  t h e  usual  borrower of  

small  sums is  defense less  even i f  he i s  aware of t h e  usurious 

na tu r e  of t h e  t r an sac t i on  and of h i s  l e g a l  r i gh t s .  


5. As a r e s u l t ,  borrowers of small sums a r e  being ex-

p lo i t ed ,  t o  t he  in jury  of t h e  borrower, h i s  dependents, and 

t h e  general  public. Chalrges a r e  genera l ly  exo rb i t an t  i n  re-

l a t i o n  t o  those necessary t o  t h e  conduct of a l e g i t i m a t e 

small  loan business; t r i c k e r y  and fraud a r e  common; and op- 

p ress ive  co l l e c t i on  p r ac t i c e s  a r e  prevalent .  

6. These e v i l s  cha r ac t e r i z e  and d i s t i n  u i sh  loans  of 

9300 o r  l e s s .  Legis la t ion  t o  cont ro l  t h i s  cyass  of  loans  is 

necessary t o  p ro t ec t  t h e  publ ic  welfare.  


1955 Colorado Consumer Finance 
Act. A s  Amended 

73-3-2. C.R. , 196 . In  a d d i t i o n  t o  
d : e d i n  uniform d r a f t  
and 1943 Colorado small  loan a c t .  
which t h i s  1955 a c t  replaced,  d e f i n i -
t i o n s  were a l s o  included a s  fo l lows:  

( 6 )  *Engage i n  t h e  bus iness  o f  
making loansm s h a l l  be taken t o  apply  
t o  every person who s h a l l  make any 
loan  of money of  f i f t e e n  hundred do l -  
l a r s  o r  l e s s ,  where t h e  r a t e  of  
i n t e r e s t ,  charges o r  cons ide r a t i on  
t h e r e f o r  is g r e a t e r  than  twelve p e r  
c en t  per  annum; 

( 7 )  "Contract  o f  loang  s h a l l  
mean the  promissory no te  o r  o t h e r  
evidence o f . t h e  indebtedness executed  
by a borrower o r  borrowers, comaker 
o r  comakers, o r  guaran tor  o r  guaran- 
t o r s  i n  copnect ion wi th  a  loan ;  

I 

( 8 )  "Amount of  loanw o r  .loan9 
s h a l l  mean t h e  amount of money ad- 
vanced t o  o r  f o r  and upon behalf  o f  
borrower inc luding  t h e  amount r e q u i r e d
t o  r e t i r e  an e x i s t i n g  loan,  i n su rance  
premiums and c o s t s  incur red  a s  i n  
t h i s  a r t i c l e  permi t ted  f o r  and upon 
behalf of t h e  borrower i n  connec t ion  
with t h e  making o f  a  loan ,  bu t  s h a l l  
not  include any charges  by subsec t i on  
( 1 )  of  s ec t i on  73-3-14. 

-Note: The 1942 u n i f o m  d r a f t  and 
1943 Colorado small  l oan  a c t  
appl ied  t o  l oans  of $300 o r  
l e s s  -- 1955 a c t  a p p l i e s  t o  
loans of  $1,500 o r  l e s s .  

The 1955 a c t  a l s o  d i d  no t  i n -
clude any s t a t emen t s  r e l a t i n g  
t o  l e g i s l a t i v e  i n t e n t .  
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Seventh D r a f t  of t h e  Uniform Smal l  Loan Law 

A s  Revised June 1. 1942 


t h e . a p p l i c a . t i o n  and t h e  sum of 3100 a s  a  l i c e n s e  f e e  f o r  t h e  
p e r i o d  ending on t h e  l a s t  day o f  t h e  c u r r e n t  c a l e n d a r  y e a r ;  
p rov ided .  t h a t  i f  t h e  l i c e n s e  i s  g r a n t e d  a f t e r  J u n e  t h i r t i e t h  
i n  a n y  y e a r  t h e  l i c e n s e  f e e  s h a l l  be 350. 

S e c t i o n  4 .  ( a )  Upon t h e  f i l i n g  of such a p p l i c a t i o n  and t h e  
payment of such f e e s .  t h e  Commissioner s h a l l  i n v e s t i g a t e  t h e  
f a c t s  concerning t h e  a p p l i c a t i o n  and t h e  r equ i rement s  pro- 
v i d e d  f o r  i n  s u b s e c t i o n  ( b )  o f  t h i s  s e c t i o n .  A t  l e a s t  twenty 
days  be fo re  e n t e r i n g  t h e  o r d e r  g r a n t i n g  o r  denying such ap- 
p l i c a t i o n .  he s h a l l  m a i l  a n o t i c e  o f  t h e  r e c e i p t  o f  t h e  
a p p l i c a t i o n  t o  each l i c e n s e e  having a p l a c e  of b u s i n e s s  i n  
t h e  community where t h e  a p p l i c a n t  proposes  t o  do b u s i n e s s  
and he may mai l  such a  n o t i c e  t o  such o t h e r  persons .  a s s o c i -
a t i o n s  and i n s t i t u t i o n s  a s  he  may s e e  f i t .  The Commissioner 
s h a l l  g r a n t  o r  deny each a p p l i c a t i o n  f o r  a  l i c e n s e  w i t h i n  
s i x t y  days from t h e  f i l i n g  t h e r e o f  wi th  t h e  r e q u i r e d  i n f o r -

, 	 mation and f e e s  u n l e s s  t h e  p e r i o d  i s  extended by w r i t t e n  
agreement between t h e  a p p l i c a n t  and t h e  Commissioner. 

k,
g 
( b )  I f  t h e  Commissioner s h a l l  f i n d  ( 1 )  t h a t  t h e  f i n a n -  

c i a l  r e s p o n s i b i l i t y ,  e x p e r i e n c e ,  c h a r a c t e r ,  and g e n e r a l  
f i t n e s s  of t h e  a p p l i c a n t  a r e  such  a s  t o  command t h e  c o n f i -  
dence o f  t h e  p u b l i c  and t o  w a r r a n t  b e l i e f  t h a t  t h e  b u s i n e s s  
w i l l  be opera ted  l a w f u l l y ,  h o n e s t l y ,  f a i r l y ,  and e f f i c i e n t l y ,  
w i t h i n  t h e  purposes of t h i s  Ac t ,  and ( 2 )  t h a t  a l l o w i n g  such 
a p p l i c a n t  t o  engage i n  b u s i n e s s  w i l l  promote t h e  conven ience  
and advantage o f  t h e  community i n  which t h e  l i c e n s e d  o f f i c e  
i s  t o  be loca ted .  and ( 3 )  t h a t  t h e  a p p l i c a n t  h a s  a v a i l a b l e  f o r  
t h e  o p e r a t i o n  of such b u s i n e s s  a t  t h e  s p e c i f i e d  l o c a t i o n  
l i q u i d  a s s e t s  of a t  l e a s t  320,000, he s h a l l  t he reupon  e n t e r  an 
o r d e r  g r a n t i n g  such a p p l i c a t i o n .  and f i l e  h i s  f i n d i n g s  w i t h  
t h e  Department, and f o r t h w i t h  issu'e and d e l i v e r  a  l i c e n s e  t o  
t h e  app l i can t .  

( c )  I f  t h e  Commissioner s h a l l  n o t  s o  f i n d .  h e  s h a l l  
e n t e r  an  o r d e r  denying s u c h . a p p l i c a t i o n  and f o r t h w i t h  n o t i f y  
t h e  a p p l i c a n t  of t h e  d e n i a l .  r e t u r n i n g  t h e  l i c e n s e  f e e  b u t  
r e t a i n i n g  t h e  i n v e s t i g a t i o n  f e e .  Within t e n  days  a f t e r  t h e  
e n t r y  of such an o r d e r  he  s h a l l  f i l e  w i t h  t h e  Department h i s  
f i n d i n g s  and a  summary of t h e  evidence suppor t ing  them and 
s h a l l  f o r t h w i t h  d e l i v e r  a  copy the reof  t o  t h e  a p p l i c a n t .  

1943 Colorado Smal l  Loan Act 

30,000 p o p u l a t i o n .  

( 2 )  3150 when b u s i n e s s  i s  con-
duc ted  i n  a  c i t y  o r  c i t y  and county of 
from 30.001 t o  100,000 popu la t ion .  

( 3 )  3250 when b u s i n e s s  i s  con-
duc ted  i n  a  c i t y  o r  c i t y  and county of 
more t h a n  100,000 popu la t ion .  

S e c t i o n  4 .  ( a )  Hearing r e q u i r e d  be- 
f o r e  g r a n t i n g  o r  denying a  l i c e n s e .  
wi th  n o t i c e  t o  be  s e n t  t o  e x i s t i n g  
l i c e n s e e s  i n  community a t  l e a s t  seven 
days  b e f o r e  t h e  d a t e  of such hea r ing .  
Commissioner r e q u i r e d  t o  g r a n t  o r  deny 
l i c e n s e  w i t h i n  4 5  days  from t h e  f i l i n g  
of t h e  l i c e n s e  a p p l i c a t i o n .  

( b )  F ind ing  " t h a t  a l l o w i n g  such 
a p p l i c a n t  t o  engage i n  b u s i n e s s  w i l l  
promote t h e  convenience and advantage 
of t h e  community i n  which t h e  l i c e n s e d  
o f f i c e  i s  t o  be l o c a t e d n  was n o t  in -  
c luded i n  1 9 4 3  a c t .  Also. minimum 
l i q u i d  a s s e t s  f i g u r e  s e t  a t  $5.000 i f  
l i c e n s e e  t o  b e  l o c a t e d  i n  a  c i t y  o f  
20.000 o r  l e s s  popu la t ion  and a t  
$25.000 i f  i n  a  c i t y  o r  c i t y  and coun ty  
having a p o p u l a t i o n  o f  more than  20,000 
popu la t ion .  

( c )  E s s e n t i a l l y  same a s  uniform 
d r a f t  e x c e p t  t h a t  commissioner g i v e n  3 0  
days w i t h i n  which t o  f i l e  h i s  w r i t t e n  
f i n d i n g s . 

1955 Colorado Consumer F inadce  
Act. A s  Amended 

73-3-5. C.R.S. 1963. ( a )  ~ s s e n t i a l l y
t h e  same p r o v i s i o n s  a s  1943 a c t  e x c e p t  
t h a t  t ime w i t h i n  which commissioner  
must a c t  was r educed  f rom 4 5  t o  3 0  
days. 

( b )  Same " f i n d i n g s a  a s  i n  1 9 4 3  
a c t .  bu t  r e q u i r e m e n t s  f o r  minimum 
l i q u i d  a s s e t s  were  n o t  inc luded .  
Sta tement  added t h a t  "such l i c e n s e  
s h a l l  b e  a  c o n t i n u i n g  l i c e n s e  u n t i l  
surrendered.  revoked o r  suspended a s  
h e r e i n a f t e r  r o v i d e d , "  a s  c o n t a i n e d  
i n  Sec. 5 (b7  of u n i f o r m  d r a f t .  

( c )  E s s e n t i a l l y  t h e  same pro-
v i s i o n s  a s  i n  1 9 4 3  a c t  e x c e p t  t h a t  
commissioner must f i l e  h i s  w r i t t e n  
f i n d i n g s  w i t h i n  15 i n s t e a d  o f  3 0  d a y s .  
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Sec t ion  5. ( a )  Each l i c e n s e  s h a l l  s t a t e  t h e  a d d r e s s  a t  which ' 

t h e  bus iness  i s  t o  be  conducted and s h a l l  s t a t e  f u l l y  t h e  name 
of t h e  l i c e n s e e ,  and i f  t h e  l i c e n s e e  is  a c o - p a r t n e r s h i p  o r  
a s s o c i a t i o n ,  t h e  names o f  t h e  members t h e r e o f ,  and i f  a corpo-
r a t i o n ,  t h e  d a t e  and p l a c e  o f  i t s  i n c o r p o r a t i o n .  Each l i c e n s e  
s h a l l  be k e p t  consp icuous ly  posted i n  t h e  l i c e n s e d  p l a c e  o f  
business  and s h a l l  n o t  be t r a n s f e r a b l e  o r  a s s i g n a b l e .  

( b )  Each l i c e n s e  s h a l l  remain i n  f u l l  f o r c e  and e f f e c t  
u n t i l  s u r r e n d e r e d ,  revoked. o r  suspended a s  h e r e i n a f t e r  pro- 
vided. Every l i c e n s e e  s h a l l ,  on o r  b e f o r e  t h e  t e n t h  day  o f  
each December, pay t o  t h e  Commissioner t h e  sum of  $100 f o r  
each l i c e n s e  h e l d  by him, a s  a l i c e n s e  f e e  f o r  t h e  succeeding 
ca lendar  yea r .  

( c )  Every l i c e n s e e  s h a l l  ma in ta in  a s s e t s  of  a t  l e a s t  
$20,000 e i t h e r  used  o r  r e a d i l y  a v a i l a b l e  f o r  u s e  i n  t h e  con- 
duc t  of t h e  b u s i n e s s  of each  l i c e n s e d  o f f i c e .  

Sec t ion  6. ( a )  Not more t h a n  one p l a c e  of  b u s i n e s s  
s h a l l  be mainta ined under  t h e  s a m e . l i c e n s e ,  b u t  t h e  Com- 
miss ioner  may i s s u e  a d d i t i o n a l  l i c e n s e s  t o  t h e  same 
l i c e n s e e  upon compliance wi th  a l l  t h e  p r o v i s i o n s  of  t h i s  
Act governing i s s u a n c e  o f  a s i n g l e  l i c e n s e .  

( b )  No change i n  t h e  p l a c e  o f  b u s i n e s s  of a l i c e n s e e  
t o  a l o c a t i o n  o u t s i d e  of t h e  o r i g i n a l  c i t y  o r  town s h a l l  be  
p e d t t e d  under t h e  same l i c e n s e .  When a l i c e n s e e  w i s h e s  
t o  change h i s  p l a c e  o f  bus iness  w i t h i n  t h e  same c i t y  o r  
town, he  s h a l l  i v e  w r i t t e n  n o t i c e  t h e r e o f  t o  t h e  Coamis- 
s i o n e r  who shad! i n v e s t i g a t e  t h e  f a c t s  and, i f  he  s h a l l  
f i n d  ( 1 )  t h a t  a l lowing  t h e  l i c e n s e e  t o  engage i n  b u s i n e s s  
i n  t h e  proposed l o c a t i o n  i s  not  d e t r i m e n t a l  t o  t h e  con-
venience and advantage of  t h e  community and 	 ( 2 )  t h a t  t h e  

1955 Colo rado  Consumer F i n a n c e  
1943 Colorado smal l  Loan Act  Act .  A s  Amended -

S e c t i o n  5. ( a )  F i r s t  s e n t e n c e  changed 73-3-6. C.R.S. 1963. ( a )  Same a s  
t o  read:  "Each l i c e n s e  s h a l l  s t a t e  t h e  1943 a c t .  
a d d r e s s  a t  which t h e  b u s i n e s s  i s  t o  be 
conducted and s h a l l  s t a t e  f u l l y  t h e  name 
of  t h e  l i c e n s e e ,  and i f  t h e  l i c e n s e e  i s  
a c o - p a r t n e r s h i p  o r  a s s o c i a t i o n ,  t h e  
names of  t h e  members t h e r e o f ,  o r ,  t h e  
t r a d e  name under  which t h e  l i c e n s e e  may 
d e s i r e  t o  conduct  such bus iness . "  Same 
second s e n t e n c e  a s  i n  uniform d r a f t .  ( b )  Same a s  1943 a c t .  

( b )  L icense  f e e  a s  s e t  o u t  i n  Sec. 
3 o f  t h a s  a c t  payable  on o r  b e f o r e  December 
2 0 t h  o f  e a c h  year .  

( c )  Minimum a s s e t s  t o  be ma in ta ined  	 ( c )  No p r o v i s i o n  i n c l u d e d  i n  
a s  s e t  f o r t h  i n  Sec. 	 4 ( b )  o f  t h i s  a c t .  t h i s  s e c t i o n  r e l a t i n g  t o  minimum a s -  

s e t s .  

( d )  1943 a c t  con ta ined  p r o h i b i t i o n  ( d )  Same a s  1943 a c t .  
a g a i n s t  any  l i c e n s e e  engaging i n  t h e  
b u s i n e s s  o f  b a n k p g  o r  u s i n g  t h e  words 
"bank," "banker ,  o r  *bankingm w i t h  re-
s p e c t  t o  i t s  a c t i v i t i e s .  Each l i c e n s e e  
was a l s o  p r o h i b i t e d  from a c c e p t i n g  de- 
p o s i t s  o r  i s s u i n g  c e r t i f i c a t e s  o f  indeb t -  
edness  e x c e p t  t h a t  " t h e  f o r e g o i n g  p r o h i b i -  
t i o n  s h a l l  n o t  l i m i t  t h e  r i g h t  o f  any li-
censee  t o  borrow money o r  t o  i s s u e  n o t e s ,  
bonds, deben tu res  o r  s i m i l a r  ev idences  of  
i n d e b t e d n e s s  l a b e f l e d  a s  such  f o r  t h e  pur- 
pose  o f  o b t a i n i n g  c a p i t a l  f o r  use  i n  its 
bus iness . .  

S e c t i o n  6. ( a )  Same a s  uniform d r a f t .  	 73-3-7. C.R.S. 1963. ( a )  E s s e n t i a l l y  
same a s  1943 a c t .  

( b )  E s s e n t i a l l y  same f i r s t  s e n t - (b) E s s e n t i a l l y  same a s  1943  
ence a s  uniform d r a f t .  Remainder of  a c t .  
s u b s e c t i o n  changed t o  read:  "When a 
l i c e n s e e  changes  h i s  p l a c e  of  b u s i n e s s  
w i t h i n  t h e  same c i t y  o r  c i t y  and coun ty ,  
he s h a l l  g i v e  w r i t t e n  n o t i c e  t h e r e o f  t o  
t h e  Commissioner." 
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l o c a t i o n  is  reasonably a c c e s s i b l e  t o  borrowers under 

e x i s t i n g  l o a n  c o n t r a c t s ,  h e . s h a l 1  e n t e r  an o r d e r  permi t t ing  

t h e  change and s h a l l  amend t h e  l i c e n s e  accordingly.  I f  t h e  

Commissioner s h a l l  n o t  so f i n d  he s h a l l  e n t e r  an o r d e r  deny- 

ing t h e  l i c e n s e e  such permission i n  t h e  manner s p e c i f i e d  i n  

and s u b j e c t  t o  t h e  p rov is ions  of s e c t i o n  4 ( c )  of t h i s  Act. 


( c )  Nothing i n  t h i s  Act s h a l l  be construed t o  l i m i t  t h e  ( c )  Same a s  uniform d r a f t .  

loans of  any l i c e n s e 4  t o  r e s i d e n t s  of t h e  community i n  which 

t h e  l i c e n s e d  place of  business  is  s i t u a t e d .  


Sec t ion  7. ( a )  The Commissioner s h a l l ,  upon t e n  days1 w r i t -  Sec t ion  7. ( a )  E s s e n t i a l l y  same a s  
t e n  n o t i c e  t o  t h e  l i c e n s e e  S t a t i n g  t h e  contemplated a c t i o n  uniform d r a f t .  
and i n  g e n e r a l  t h e  grounds t h e r e f o r ,  and upon reasonable 
oppor tun i ty  t o  be heard, revoke any l i c e n s e  i s sued  hereunder 
if he f i n d s  t h a t :  

1. The l i c e n s e e  has f a i l e d  t o  pay t h e  annual l i c e n s e  

fee ;  o r  t h a t  


2. The l i censee ,  e i t h e r  knowingly o r  without t h e  exer-  

c i s e  of due c a r e  t o  prevent t h e  same, has v i o l a t e d  any

prov is ion  of t h i s  Act o r  any r e g u l a t i o n  o r  o rder  l awfu l ly  

made pursuan t  t o  and within t h e  a u t h o r i t y  of t h i s  Act; o r  


g t h a t  

I 3. Any f a c t  o r  condit ion e x i s t s  which, i f  it had ex- 
i s t e d  o r  had been known t o  e x i s t  a t  t h e  time of t h e  o r i  i n a l  
a p p l i c a t i o n  f o r  such l i c e n s e ,  c l e a r l y  would have j u s t i f q e d  
t h e  Commissioner i n  refusing o r i g i n a l l y  t o  i s s u e  such 

l i cense .  


( b )  I f  t h e  Commissioner f i n d s  t h a t  probable cause f o r  ( b )  ~ s s e n t i a l l ysame a s  uniform 
revocat ion of any l i cense  e x i s t s  and t h a t  enforcement of t h e  d r a f t. 
~ c tr e q u i r e s  immediate suspension of such l i c e n s e  pending 

i n v e s t i g a t i o n ,  he may, upon t h r e e  days '  w r i t t e n  n o t i c e  and a 

hearing,  e n t e r  an o r d e r  suspending.such l i c e n s e  f o r  a per iod  

not  exceeding t h i r t y  days. 


( c )  Whenever t h e  Commissioner s h a l l  revoke o r  suspend ( c )  F i r s t  sen tence  e s s e n t i a l l y  t h e  
a l i c e n s e  i s sued  pursuant t o  t h i s  Act, he s h a l l  e n t e r  an o r d e r  same a s  uniform d r a f t .  Second sentence 
t o  t h a t  e f f e d t  and for thwi th  n o t i f y  t h e  l i c e n s e e  of t h e  r e -  was not  included i n  t h i s  subsect ion.  
vocation o r  suspension. Within f i v e  days a f t e r  t h e  e n t r y  of  
such an o r d e r  he s h a l l  f i l e  wi th  t h e  Department h i s  f i n d i n g s  
and a summary of t h e  evidence suppor t ing  them and he s h a l l  
fo r thwi th  d e l i v e r  a copy thereof  t o  t h e  l i censee .  

1955 Colorado Consumer Finance 
Act. A s  Amended 

( c )  E s s e n t i a l l y  same a s  1943  
a c t .  

73-3-8. C.R.S. 1963. ( a )  The fo l low-  
cause  f o r  revot.ation, which was con-
t a i n e d  i n  t h e  uniform d r a f t  and t h e  
1943 a c t ,  was no t  included:  "Any f a c t  
o r  condi t ion  e x i s t s  which, i f  it had 
e x i s t e d  o r  had been known t o  e x i s t  a t  
t h e  time of t h e  o r i  i n a l  a p p l i c a t i o n  
f o r  such l i c e n s e ,  c y e a r l y  would have 
j u s t i f i e d  t h e  Commission i n  r e f  u s i n g  
o r i g i n a l l y  t o  i s s u e  such l i cense . .  

( b )  Same a s  1943 a c t .  

( c )  Same a s  1943 a c t .  
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Seventh Draf t  of t h e  Uniform Small Loan Law 
A s  Revised June  1. 1942 1943 Colorado ~ma ' l l  Loan Act 

f i n d  he s h a l l  e n t e r  an o r d e r  denying such a u t h o r i t y  i n  t h e  

manner s p e c i f i e d  i n  and s u b j e c t  t o  t h e  p rov is ions  of s e c t i o n  

4 ( c )  of  t h i s  Act. 


( b )  No l i c e n s e e  s h a l l  conduct t h e  business  of making ( b )  Same a s  uniform d r a f t .  

loans  provided f o r  by t h i s  Act under  any name, o r  a t  any p l a c e  

of bus iness  wi th in  t h i s  s t a t e ,  o t h e r  t h a n  t h a t  s t a t e d  i n  t h e  

l i c e n s e .  


( c )  No l i c e n s e e  s h a l l  t a k e  a l i e n  upon r e a l  e s t a t e  a s  ( c )  Not included i n  1943 a c t .  

s e c u r i t y  f o r  any Loan made under t h i s  Act, except such l i e n  

a s  i s  c r e a t e d  by law through t h e  r e n d i t i o n  o r  recording of a 

judgment. 


S e c t  on 13. ( a )  Every l i c e n s e e  hereunder may c o n t r a c t  f o r  Sec t ion  13. ( a )  F i r s t  sentence changed 
an r e c e  ve,  on any loan of money n o t  exceeding $300 i n  t o  read: "Every l i c e n s e e  hereunder may 
amount, charges  a t  a r a t e  no t  exceeding 3 per  cent  a month on c o n t r a c t  f o r  and r e c e i v e ,  on any loan of 
t h a t  p a r t  of t h e  unpaid p r i n c i p a l  balance of any loan n o t  i n  money not  exceeding 3300 i n  amount, 
excess  of  $100, and 2 per  c e n t  a month on any remainder of charges a t  a r a t e  no t  exceeding 34 p e r  
such unpaid p r i n c i p a l  balance. No l i c e n s e e  s h a l l  induce o r  cen t  p e r  month on t h a t  p a r t  of t h e  unpaid 
permit any person, nor  any husband and wife,  j o i n t l y  o r  p r i n c i p a l  balance of any loan  not  i n  ex- 
s e v e r a l l y ,  t o  become ob l iga ted ,  d i r e c t l y  o r  con t ingent ly  o r  c e s s  of $150, and % per  c e n t  per  month 

, both, under  more than  one c o n t r a c t  of loan a t  t h e  same t ime,  on any remainder of such unpaid p r i n c i p a l  
f o r  t h e  purpose of ob ta in ing  a h i g h e r  r a t e  of charge than  balance." Second sen tence  t h e  same a s  i n  

-I would otherviise be p e m i t t e d  by t h i s  sec t ion .  unif  orm d r a f t .  
0 

I 

1955 Colorado Consumer F inance  
Act. A s  Amended 

( b )  Same a s  1943 a c t .  

( c )  Not inc luded  i n  1955 a c t .  

73-3-14, C.R.S. 1963. ( a )  Maximum 
'loan t o t a l  increased  t o  31,500 w i t h  
charges  not  t o  exceed: n3 p e r  c e n t  
p e r  month upon t h a t  p a r t  of  t h e  l o a n  
n o t  exceeding 3300.00; a p e r  c e n t  
p e r  month upon t h a t  p a r t  of t h e  l o a n  
i n  excess  of 3300.00 and n o t  exceed-
i n g  3500.00; 1 p e r  c e n t  p e r  month 
upon t h a t  p a r t  of t h e  l o a n  exceed ing  
3500.00 and no t  exceeding 31,500.00.m 

Second sen tence  of S e c t i o n  13 ( a )
of uniform d r a f t  expanded and p l a c e d  
i n  s e p a r a t e  subsec t ion  o f  1955 a c t  a s  
fol lows:  

" ( 6 )  ( a )  No l i c e n s e e  s h a l l  in -  
duce o r  permit any person,  n o r  husband 
and wife, j o i n t l y  o r  s e v e r a l l y ,  t o  
become ob l iga ted  upon more t h a n  one  
c o n t r a c t  of loan a t  t h e  same t ime  u n d e r  
t h e  p rov is ions  of t h i s  a r t i c l e  f o r  t h e  
purpose of o b t a i n i n g  a h i  h e r  r a t e  o f  
charges  than would o t h e J s e  be per -
m i t t e d  by t h i s  a r t i c l e  provided t h a t  
t h e  foregoing p r o h i b i t i o n  s h a l l  n o t  
app ly  t o  loans  made t o  comakers o r  
guaran tors  upon t h e i r  own b e h a l f .  

"(b) In t h e  e v e n t  a n  a d d i t i o n a l  
l o a n  s h a l l  be made by a l i c e n s e e  t o  a 
borrower having an e x i s t i n g  l o a n  o n  
l o a n s  with such l i c e n s e e  t h e n  s u c h  
a d d i t i o n a l  loan  s h a l l  b e a r  such c h a r g e s  
a s  permitted hereunder  a s  though s u c h  
a d d i t i o n a l  amount o f  loan  had been 



Seventh Draft of t he  Uniform Small Loan Law 
A s  Revised June 1. 1942 

(b )  Charges on loans made under t h i s  Act s h a l l  not  be 
paid, deducted, o r  received i n  advance. Such charges s h a l l  
not be compounded; provided t h a t ,  i f  p a r t  o r  a l l  of t he  con- 

w s ide ra t i on  f o r  a loan con t r ac t  is t h e  unpaid p r inc ipa l  balance 
;! of a p r i o r  loan, then t he  p r inc ipa l  amount payable under such 

loan con t r ac t  may include any unpaid charges on t h e  p r i o r  , loan which have accrued within s i x t y  days before t h e  making of 
such loan cont rac t .  Such charges s h a l l  ( 1 )  be computed and 
paid only a s  a pe=centage per  month of t h e  unpaid p r inc ipa l  
balance o r  por t ions  thereof,  and (2)  be so expressed i n  every 
obl iga t ion  signed by the  borrower, and (3)  be computed on the  
bas is  of t h e  number of days ac tua l l y  elapsed. For the  purpose 
of computing charges, whether a t  t h e  maximum r a t e  o r  less, a 
month s h a l l  be any period of 30 consectuve days and t h e  r a t e  
of charge f o r  each day s h a l l  be U3Mh of the  monthly r a t e .  

1943 Colorado Small Loan Act 

( b )  Same a s  uniform d r a f t .  

1955 Colorado Consumer F inance  
Act. A s  Amended 

consol ida ted  i n t o  and added t o  t h e  
then  ex i s t i ng  balance of such p r i o r  
loan  o r  loans. 

" ( c )  The provis ions  of t h i s  sub- 
s ec t i on  (6 )  a h a l l  apply t o  t h e  making 
of loans t o  t h e  same borrower by li-
censees cont ro l led .  m e d  o r  o p e r a t e d
by t h e  same parent  company, corpora-
t i on ,  assoc ia t ion .  pa r tne r sh ip  o r  i nd i -
v iduals ,  notwithstandin t h a t  such  
l i c ensees  may be operatqng under  sepa- 
r a t e  l i c ense s  o r  o t h e r  co rpo ra t e  o r  
t r a d e  names, and f o r  t h e  purposes  o f  
t h i s  subsect ion ( 6 )  a l l  such c o n t r o l l e d ,  
owned, o r  operated l i c ensees  s h a l l  be 
considered a s  t h e  same l i c e n s e e  and 
governed by and be sub j ec t  t o  t h e  re-
s t r i c t i o n s  o f  t h i s  subsect ion (6) . " 

( b )  Expressed a s  Subsec t ion  ( 1 )  
( b )  and Subsection ( 2 )  i n  1955 a c t ,  in-
cluding new language au tho r i z ing  pre-
ca l cu l a t i on  of  charges and adding  t h i s  
t o t a l  t o  t h e  amount of t h e  loan.  The 
1955 language i s  a s  follows: 

" (1 )  ( b )  Charges made upon 
loans  under t h i s  a r t i c l e  shall n o t  be 
paid,  deducted o r  received i n  advance. 
A l i c ensee  may express s a i d  cha rges  i n  
t h e  instrument evidencing s a i d  l oan  a s  
a pe r  cent  p e r  month of t h e  a c t u a l  un-
paid p r i n c i p a l  balance o r  p o r t i o n s  
thereof f o r  t h e  t i am a c t u a l l y  ou t s t and -  
i ng  and c o l l e c t  such charges upon s a i d  
ba s i s  u n t i l  t h e  loan is f u l l y  pa id ;  o r  
preca lcu la te  t h e  agg a t e  t o t a l  o f  
such charges which *oTd  be earned  a t  
t h e  agreed r a t e  i f  t h e  loan  were9 pa id
exac t l y  according t o  t h e  agreed  pay- 
ment schedule and add t h e  sarao t o  t h e  
amount of t h e  loan. For t h e  purpose 
of  computing such charges a month 
s h a l l  be considered a s  a c a l e n d a r  
month and charges f o r  any f r a c t i o n a l  
port ion of a month may be computed f o r  
each elapsed day a t  o n e - t h i r t i e t h  of  
t he  monthly r a t e  cont rac ted  fo r .  
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1955 Colorado Consumer Finance 
Act. A s  Amended 

of loan does no t  provide f o r  subs tan-  
t i a l l y  equal consecut ive  monthly i n -  
s ta l lments ,  th l i c e n s e e  s h a l l  r e c a l -  
c u l a t e  charges thereon and c o l l e c t  t h e  
same, a t  t he  p e r  c e n t  per month r a t e  
used t o  p r eca l cu l a t e  t h e  charges  
o r i g i n a l l y  added t o  t h e  amount o f  t h e  
loan upon t h e  a c t u a l  unpaid p r i n c i p a l  
balances of t h e  loan  f o r  t h e  time 
ac tua l l y  outs tanding .  

. (c)  I f  t h e  c o n t r a c t  of  loan  
provides f o r  repayment thereof i n  
subs t an t i a l l y  equal  consecutive monthly 
ins ta l lments  and i f  prepayment i n  f u l l  
by cash, renewal o r  re f inancing  o c c u r s  
a f t e r  a period of s i x t y  days from t h e  
da t e  of t h e  making of s a id  loan ,  it 
s h a l l  be s u f f i c i e n t  t o  refund o r  
c r e d i t  t o  t h e  borrower t h a t  p r o p o r
t i o n  of t h e  t o t a l  charges which t he  
sum of t h e  monthly balances scheduled 
t o  follow t h e  i n s t a l lmen t  d a t e  n e a r e s t  
t h e  da te  of prepayment bears  t o  t h e  sum 
of a l l  monthly balances scheduled by 
t h e  o r i g i n a l  c o n t r a c t  of loan. 

.(d) A l i c e n s e e  may charge,  con-
t r a c t  f o r  and c o l l e c t  a rum n o t  exceed- 
ing  two per  c e n t  per month, computed 
upon a d a i l y  ba s i s ,  of t h e  amount i n  
a r r e a r s  upon a con t r ac t  of loan, pro-
vided t h a t  such delinquency charges 
co l lec ted  s h a l l  be a c r e d i t  i f  reca lcu-  
l a t i o n  is made a s  provided i n  para- 
graph (b )  of subsec t ion  (31 o f  thissect ion.  

* ( e )  I f  ma tu r i t y  of a loan  con- 
t r a c t  is a c c e l e r a t d  m d  t h e  c o n t r a c t  
i s  paid i n  f u l l  o r  judgment is entered 
t h e n o n  b f o r a  t h e  amtur i ty  o r i  i n a l l y  
scheduled by t h e  c o n t r a c t ,  the ficen-
see  sh l l  reduce the balance by a 
crmdit of a po t t i on  of t h e  choxges com-
puted i n  tha s a w  manner a s  thou h 
sa id  loon had been prepaid in f u h  by 
cash, renewal o r  re f inancing ,  and any 
judgment en tered  upon such c o n t r a c t  o f  
loan s h a l l  t a k e  i n t o  account such xv-
duction. 
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a p p l y  such payment f i r s t  t o  a l l  charges i n  f u l l  a t  t h e  agreed 
r a t e  up t o  t h e  d a t e  of such.payment; 

4. Upon repayment of t h e  loan i n  f u l l .  mark p l a i n l y  
every ob l i ga t i on  and s e c u r i t y  signed by any o b l i g o r  with t he  
w r p d  *Paidu o r  *Cancelled. and r e l ea se  any mortgage, r e s t o r e  
any pledge, and cance l  and r e tu rn  any note and any assignment 
given t o  t h e  l i censee .  

( b )  - No l icensee  s h a l l  ( 1 )  t ake  any confession of judg-
ment o r  any power of a t t o rney  running t o  himself o r  t o  any 
t h i r d  person t o  confess  judgment o r  t o  appear f o r  t h e  borrower 
i n  a j u d i c i a l  proceeding; nor  (2)  take  any note, promise t o  
pay, o r  instrument of s ecu r i t y  t h a t  does no t  d i s c l o s e  t h e  
amount of t h e  loan. a schedule of payments o r  a de sc r i p t i on  
t he r e o f ,  and t h e  agreed r a t e  of charge, nor  any instrument  i n  
which blanks a r e  l e f t  t o  be f i l l e d  i n  a f t e r  execution. 

( c )  No l icensee  s h a l l  e n t e r  i n t o  any con t r ac t  of loan 
1 under t h i s  Act under which t h e  borrower agrees t o  make any 
M pdymBnt of p r inc ipa l  more than twenty-one ca lendar  months 
$ from t h e  d a t e  of making such cont rac t .  Every loan con t r ac t  

s h a l l  provide f o r  repayment of p r i nc ipa l  and charges i n  in- , 
s ta l lments  which s h a l l  be payable a t  approximately equal  
pe r i od i c  i n t e rva l s  of time and which s h a l l  be so  arranged 
t h a t  no ins ta l lment  is s u b s t a n t i a l l y  g r e a t e r  in amount than 
any preceding instal lment .  

(d )  Any cont rac t  of loan i n  t he  making o r  c o l l e c t i o n  of 
which any provision of t h i s  s ec t i on  s h a l l  have been v io l a t ed  
e i t h e r  knowingly o r  without t h e  exerc i se  of due c a r e  t o  pre-
vent  t he  same s h a l l  be void and t he  l i censee  s h a l l  have no 
fi 212 t o  c o l l e c t  o r  rece ive  any pr inc ipa l ,  charges,  o r  recom- 

whatsoever. 

No l icensee  s h a l l  d i r e c t l y  o r  i n d i r e c t l y  charge, 
o r  receive a g r e a t e r  r a t e  of i n t e r e s t  than ...upon 

any loan, o r  upon any pa r t  o r  a l l  of any aggregate indebtedness 
of t h e  same person, i n  excess of $300. The foregoing prohibi- 
t i o n  s h a l l  a l so  apply t o  any l icensee  who permits any person, 
a s  borrower o r  a s  endorser, guarantor ,  o r  sure ty  f o r  any bor- 
rower, o r  othenvise, o r  any husband and wife j o i n t l y  o r  sever-
a l l y ,  t o  owe d i r e c t l y  o r  cont ingent ly  o r  both t o  t h e  l i c ensee  
a t  any time a sum of more than $300 f o r  p r inc ipa l .  

1943 Colorado Small Loan Act 

( b )  P roh ib i t i on  aga in s t  confes- 
s ions  of judgment not  included i n  1943 
a c t  no r  was re fe rence  t o  "instrument 
of s e c u r i t y Y  i n  (2 )  included. 1943 a c t  
provided: "No l icensee  s h a l l  t ake  any 
note  o r  promise t o  pay which does n o t  
d i s c lo se  t h e  amount of t he  loan,  a 
schedule of payments, o r  a de sc r i p t i on  
t he r eo f ,  and t h e  agreed r a t e  of charge, 
nor  any instrument  in which blanks are 
t o  be f i l l e d  i n  a f t e r  execution.* 

( c )  Not included in 1943 a c t .  

( d )  Same a s  un i fom d r a f t .  

Sec t ion  15. Not included i n  1943 a c t .  
(Loans i n  excess of $300 come under t h e  
provis ions  of t h e  money lender ' s  act.  
A r t i c l e  2 of Chapter 73, C.R.S. 1963.) 

NOTE: 	 Sec t i on  15 ( a )  i n  1943 a c t  au- 
t ho r i z ed  l icensees  t o  requi re  
insurance on tangib le  property 
when o f f e r ed  a s  s ecu r i t y  f o r  a 
l oan  and t o  rece ive  commissions 
on t h e  premiums paid f o r  such 
insurance. Sect ion 15 (b)  of 

1955 Colorado Consumer Finance 
Act. A s  Amended 

( b )  Revised more a long  t h e  l i n e s  
of  t he  u n i f o m  d r a f t  than t h e  1943 a c t ,  
t o  read: .No Licensee s h a l l  t a k e  any  
note  o r  promise t o  pay which does n o t  
d i s c lo se  t he  amount of the c o n t r a c t  of  
loan, a schedule of payments, o r  a 
de sc r i p t i on  thereof .  nor  any i n s t rumen t  
i n  which blanks a= l e f t  t o  be f i l l e d  
i n  a f t e r  execution.  No l i c e n s e e  s h a l l  
t a k e  a note p r o v i d i t g  f o r  judgmsnt by 
confession thereon .  

(c )  Hot inc luded  in 1955 a c t .  

(d l  Not inc luded  i n  1955 a c t .  

NOTE: 	 The 1%5 a c t  does  no t  i n c l u d e  
a provision similar t o  S e c t i o n  
15  of t h e  uniform d r a f t ;  pro-
v is ions  r e l a t i n g  t o  insurance ,  
s im i l a r  t o  t hose  contained in 
Sect ion 1 5  of t h e  1W3 a c t ,  
may be found i n  A r t i c l e  4 of  
Chapter 73, C.R.S. 1963. 
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s c t i o n  16. The payment of 5300 o r  l e s s  i n  money, c r e d i t ,  
'-things i n  a c t i on ,  a s  cons idera t ion  f o r  any s a l e s  
o r  assignment o f ,  o r  o rde r  f o r ,  t h e  payment of wages, s a l a ry ,
commissions, o r  o t h e r  compensation f o r  s e rv i ce s ,  whether 
earned o r  t o  be earned, s h a l l  f o r  t h e  purposes of r egu l a t i on
under t h i s  Act be deemed a l oan  of money secured by such 
s a l e ,  assignment, o r  order. The amount by which such com-
pensat ion so so ld ,  assigned,  o r  ordered paid exceeds t h e  
amount of such cons idera t ion  a c t u a l l y  paid s h a l l  f o r  t h e  
purposes of regula t ion  under t h i s  Act be deemed i n t e r e e t  o r  
charges upon such loan from t h e  d a t e  of such payment t o  t h e  
d a t e  such compensatian is payable. Such t r an sac t i on  s h a l l  be 
governed by and subjec t  t o  t h e  provis ions  of  t h i s  Act. 

Sec t ion  17. ( a )  No assignment of o r  o rder  f o r  payment of 
any s a l a r y ,  wages, commissions, o r  o the r  compensation f o r  
s e rv i ce s ,  earned o r  t o  be earned, given t o  secure any loan  

y made by any l i c ensee ,  s h a l l  be va l i d  un less  t h e  amount of  
such loan is paid t o  t he  bormwer simultaneously w i th  its 
execution;  nor s h a l l  any such assigmetnt  o r  order ,  o r  any chat-
t e l  mortgage o r  o ther  l i e n  on household furn i t - then  i n  t h e  
possession and use  of t he  borrower, be v a l i d  un l e s s  it is  i n  
wr i t ing ,  signed i n  person by t h e  borrower, o r  i f  t h e  b o r m r  
is w r r i e d  unless  it i s  signed i n  person by both husband and 
wife, provided t h a t  wr i t t en  a s sen t  of a spouse s h a l l  n o t  be 
required when husband and wife have been l i v i n g  s e p a r a t e  and 
a pa r t  f o r  a period of a t  l e a s t  f i v e  months p r i o r  t o  t h e  mak-
ing of such assignment, o rder ,  mortgage, o r  l ien.  

( b )  A va l i d  assignment o r  o rde r  f o r  t h e  payment of 
fu tu r e  salary.  wages, comi s s ions ,  o r  o the r  compensation f o r  
se rv ices ,  may ba given a s  s e c u r i t y  f o r  a loan made by any
l i c e nsee  and under such assignment o r  order, a sum no t  t o  
exceed 10  per c en t  of the  borrower's s a l a ry ,  wages, colpmis-
s ions ,  o r  o the r  compensation f o r  s e rv i ce s  s h a l l  be c o l l e c t -
i b l e  from the  employer of t h e  borzo~rorby t h e  l f c e n s m  a t  
t h e  time of each payment t o  t h e  borrower of such s a l a r y ,  
wages, commissions, o r  o t h e r  compensation f o r  s e rv i ce s  from 
the  time t h a t  a copy of such assignmant, w r i f b d  by t h e  
oa th  of t h e  l i censee  o r  h i s  agent, t ag s the r  with a s i m i l a r l y
v e r i f i e d  statement of the amount unpaid upon such l oan  and a 
pr in ted  copy of this ssc t ion .  i s  s smod  upon tbr rmp1oy.r. 

1943 Colorado 6 1 1  Loan Act 

1943 a c t  au thor ized  l i c ensee s  t o  
charge  borrowers f o r  any lawful  
f e e s  paid f o r  t h e  f i l i n g  o r  re-
cord ing  of any instrument secur -
r i n g  t h e  loan. 

Sec t ion  16. Same a s  unifonn d r a f t .  

1955 Colorado Consumer F inance  
Act. A s  Amended 

73-3-16. C.R.S. 1963.  E s s e n t i a l l y  
same a s  uniform d r a f t  -- amount men-
t ioned  increased from $300 t o  91,500. 

Sec ion 17  ( a )  Generally same a s  
&if t 

73-3-17. C.R.S. 1963. ( a )  and (b)-- re fe rence  t o  f ive- Revised t o  read: .No assignment of 
month period of  separa t ion  i n  l a s t  sen- wages, s a l a ry ,  c o m i s s i o n  o r  o t h e r  
tence  not  included i n  1943 ac t .  com~ensa t ionf o r  s e rv i ce s .  whethar 

~ - - - ~ .-.--.---
earned o r  t o  be earned ,  & a l l  be taken  
by any l i c ensee  hereunder t o  s ecu re  
any loan made. 

(b )  Same a s  uniform d r a f t .  
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e c t i o n  18. No loan made outs ide  t h i s  s t a t e  in t he  amount 
k3-rt e va lue  of 9300 o r - l e s s  f o r  which a g r e a t e r  r a t e  of 
i n t e r e s t ,  cons idera t ion ,  o r  charges than is permit ted by sec-
t i o n  1 3  of t h i s  Act has been charged, contracted f o r ,  o r  re- 
ceived s h a l l  be enforced i n  t h i s  s t a t e  and every person i n  
anywise p a r t i c i p a t i n g  t he r e in  i n  t h i s  s t a t e  s h a l l  be s u b j e c t  
t o  t h e  provis ions  of t h i s  Act; provided t h a t  t h e  foregoing 
s h a l l  no t  apply t o  loans  l e g a l l y  made i n  any s t a t e  under and 
i n  accordance with a  regula tory  small  loan law s i m i l a r  i n  
p r i n c i p l e  t o  t h i s  Act. 

s e c t i o n  19. In  addi t ion  t o  any o t h e r  remedy he may have, any 
censee and any person cons ider ing  himself aggrieved by any 

f:t o r  o rde r  of the  Commissioner hereunder may, within 30 
days from t h e  en t ry  o f ~ t h e  o rde r  complained o f ,  o r  wi th in  60 
days of t h e  a c t  complained of i f  t h e r e  i s  no order ,  br ing an 
a c t i on  i n  t h e  . . . Court t o  review such a c t  o r  order .  

Sec t ion  20. This  Act O r  any p a r t  thereof  may be modified, 
amended,or repealed so a s  t o  e f f e c t  a  cance l la t ion  o r  a l t e r -  
a t i o n  of any l i c ense  o r  r i g h t  of a l i c ensee  hereunder, 
pmvided  t h a t  such cance l la t ion  o r  a l t e r a t i o n  s h a l l  not i m -
p a i r  o r  a f f e c t  t he  ob l iga t ion  of any pre-exist ing lawful  con- 

Y- t r a c t  between any l icensee  and any borrower. 

Any person having a l i c e n s e  under ..., i n  f o r ce  
becomes e f f ec t i ve ,  s h a l l  notwithstanding t h e  

repea l  of t h e  s a id  Act, be deemed t o  have a l i c ense  under 
t h i s  Act f o r  a  period expi r ing  s i x  months a f t e r  t h e  s a i d  e f -  
f e c t i v e  da te ,  i f  not sooner revoked, provided t h a t  such person 
s h a l l  have paid o r  s h a l l  Pay t o  t h e  Commissioner a s  a  l i c e n s e  
f e e  f o r  such s i x  months' period t h e  sum of $50. Any such 
l i c e n s e  so continued in  e f f e c t  under t he  prqvisions of t h i s  
~ c ts h a l l  be subject  t o  revocat ion during such s i x  months' 
period a s  provided i n  sec t ion  7 of t h i s  A t t ;  except t h a t  it 
may not  be revoked during such s i x  months period e i t h e r  
uwn t h e  ground t h a t  such l i c ensee  has no t  maintained t h e  
minimum a&unt of a s s e t t s  required i n  sec t ion  5 of t h i s  ~ c t  
o r  upon t h e  ground t h a t  t h e  convenience and advantage o f  
such cornuni ty  w i l l  not be promoted by t h e  operat ion t h e r e i n  
of such business. 

1943 Colorado small Loan Act 

NOTE: Sec t ion  18  of uniform d r a f t  not  

included i n  1943 d r a f t .  


Sect ion 1 . E s s e n t i a l l y  same a s  Sec- duniform d r a f t  -- ac t ion  
brought i n  d i s t r i c t  cour t .  

NOTE: 	Section 20 of uniform d r a f t  not  
included i n  1943 a c t .  Sect ion 
20 of 1943 a c t  r e l a t e d  t o  author- 
i z a t i o n  f o r  personnel  t o  admin- 
i s t e r  and t o  enforce  t h i s  a c t  and 
t h e i r  s a l a r i e s .  

Sect ion 19. In t h e  1943 a c t ,  pre-exist-
ing l i c ensee s  were au thor ized  t o  rece ive  
a  new l i c ense  "without  t h e  necess i ty  of 
making app l i c a t i on  t he r e fo r e , "  and 
"without t he  requirement of t h e  payment 
of any f u r t h e r  o r  add i t i ona l  l i c ense  
f e e  f o r  t he  c u r r e n t  year , "  but  "there- 
a f t e r  such l i c e n s e  may be continued i n  
f o r ce  subjec t  t o  t h e  provis ions  of t h i s  
Act by payment of  an annual l i c ense  f e e  
i n  accordance wi th  t h e  provisions of 
Sect ion 5 (c  ) hereof.. 

1955 Colorado Consumer F inance  
Act. A s  Amended 

NOTE: Sec t ion  18 of uniform d ra f t  no t  
included i n  1955 a c t .  

73-3-18. C.R.S. 1963. E s s e n t i a l l y  
same a s  1943 a c t  -- a c t i o n  brought  i n  
d i s t r i c t  cou r t  i n  t h e  C i t y  and County 
of Denver. 

NOTE: 	 Sec t ion  20 of uniform d r a f t  no t  
included i n  1955 a c t .  

7  - -20 	 Genera l ly  same 
a: :ect;oE.f sifl?% a c t  excen t  t h a t  
l i c ensee s  under t h e  Money ~ e n d e r l s  
Act a r t i c l e  2 of chapter  73,  C.R.S. 
19631 m requi red  t o  u k e  a p p l i c a t i o n  
f o r  and pay t h e  f e e  f o r  a  l i c e n s e  under  
t h i s  1955 Consumer Finance A c t .  



Seventh Draf t  of t h e  Uniform Small Loan Law 
A s  Revised June 1. 1942 

Sec t ion  22. !a) ... and a l l  Acts  and p a r t s  of Acts whether 
genera l ,  s p e c l a l ,  o r  l o c a l ,  which r e l a t e  t o  t h e  same s u b j e c t  
mat te r  	a s  t h i s  Act, s o  f a r  a s  they  a r e  i ncons i s t en t  w i th  t h e  
p rov i s i ons  of t h i s  Act, a r e  hereby repealed. 

( b )  Nothing herein conta ined  s h a l l  be so  construed a s  
t o  impair  o r  a f f e c t  t h e  ob l i ga t i on  of any con t r ac t  of  loan 
between any l i c ensee  under t h e  s a i d  ... and any borrower, 
which was lawfully en te red  i n t o  p r i o r  t o  t he  e f f e c t i v e  d a t e  
of t h i s  Act. -

Sect ion  23. I f  any clause. sen tence ,  sec t ion ,  p rovis ion ,  o r  
p a r t  of t h i s  Act s h a l l  be adjudged t o  be uncons t i t u t i ona l  o r  
i nva l i d  f o r  any reason by any c o u r t  of competent j u r i s d i c t i o n ,  
such judgment s h a l l  not i n v a l i d a t e ,  impair,  o r  a f f e c t  t h e  
remainder of t h i s  Act. which s h a l l  remain i n  f u l l  f o r c e  and 
e f f e c t .  

Sec t ion  24. This  Act s h a l l  be known and may be c i t e d  a s  t h e  
D m t a t d  Small Loan Act. 

1943 Colorado Small Loan Act 

Sec t ion  21. E s s e n t i a l l y  same rovi- 

s i ons  a s  Sec t i on  22 ( a )  and (by of 

uniform d r a f t .  


Sec t ion  23. S e v e r a b i l i t y  clause.  

Sec t ion  25. "This Act s h a l l  be known 
and may be cit:d a s  t h e  'Colorado 
Small Loan Act ." 
NOTE: 	 Sec t ion  22 of 1943 a c t  provided: 

*Any loan  lawful ly  made i n  any 
o t h e r  s t a t e  may be enforced in 
Colorado. " 

1%5 Colorado Consumer Finance 

Act. A s  Amended 


73-3-19. C.R.S. 1963. E s s e n t i a l l y  
same provisions a s  S e c t i o n  22  ( a )  and 
(b)  of unif o m  a c t .  

NOTE: 	 S e v e r a b i l i t y  c l a u s e  i nc luded  
i n  1955 a c t .  

NOTE: 	 T i t l e  of  a c t  conta ined  i n  
73-3-1, C.R.S. 1963 -- m C ~ l o -
rado Consumer Finance Act..  

NOTE: 	 73-3-21, C.R.S. 1963. c o n t a i n s  
t h e  same p rov i s i on  a s  t h a t  i n  
Sec t ion  22 o f  t h e  1943 a c t .  





Cash 
Advanced 

t o  
Borrower 

Analys i s  of Yield Under Tnatallmccnt Loan Rate o/ 

3% Per Month on First $3001 1 1/2% Pep 

Month t o  $500~I,% Above t o  $1500 

Contract 
Term 

12 months 

15 months 

18 months 

20 months 

24 months 

24 months 

24 months 

Total 
Cost 

Average 
Dollars 
Per $100 
Per Year 

Effective Gross Rate 
When Paid i n  F u l l  

800 24 months 244.24 15.26 2.30 27.60 

900 24 months 260 64 14.48 2.19 26.28 

1000 24 months 276.32 13.82 2.10 25.20 

1100 24 months 291.52 13.25 2.02 24.24 

1200 24 months 306.48 12.77 1.95 23.40 

1300 30 months 401.90 12.37 1.88 22.56 

* The percentage yield t o  maturity i s  approximately the same re-
gardless of length of contract.  



COLORADO 
(c-) 

Cash 
Advanced 

Average
Dollars  E f f e c t i v e  Gross Rate 

t o  Contract Total Per $100 When Paid i n  F u l l  
Borrower Term Cost Per Year Accordins t o  Contract* 

Monthly Annuaa 

I 1500 30 months 437.30 11.66 1.78 21.36 

I $ 100 12 months $ 20.48 $ 20.48 3.0w 36.00# 

I 200 12 months 40.96 20.48 ' 3.00 36.00 

300 12 months 61.44 20.48 3.00 36.00 

400 12 months 78.32 ' 19.58 2.88 34.56 

500 12 months 92.08 18.42 2.72 . 32.64 

600 12 months 
\ 

103.68 17.28 2.56 30.72 

700 12 months 113.60 16.23 2.42 29.04 

800 12 months 122.80 15.35 2.29 27.48 

900 12 months 131.88 14.59 2.19 26.28 

1000 12 months 139.40 13.94 2.09 25.08 

1100 12 months 147.40 13.40 2.01 24.12 

1200 12 months 155.04 12.92 1.94 23.28 

1300 12 months 162 -45 12.50 1.88 22.56 

1400 12 months 109.84 12.13 1.83 21.96 

1500 12 months 177.12 11.81 1.78 21.36 



A r t i c l e  2,  Chapter 85, 

Colorado Revised 

S t a t u t e s  1963, Relat ing 

t o  t h e  Licensing of 

Transient Dealers 



ARTICLE 2 

Transient Dealers 
85-2-1. Transient dealer defined. 85-2-8. Exhibit license to officers. 
86-2-2. Not to apply to interstate corn- 86-2-8. Violation-license void. 

merce. 85-2-10. Penalty.
86-2-8. Must obtain license. 86-3-11. False statement-fraud-penal-
86-8-4. License-how procured-fees. tY-
86-2-6. Application-license-time limit. 86-2-12. License restricted to one per-
86-2-6. County clerk to keep record #on. 
86-2-7. Disposition of fees. 85-2-15. Jurisdiction of courts. 

85-2-1. Transient dealer defined.-The term "traneient dealer," for the 
purposes of this article, shall mean and include any person, either principal
or agent, who engages in the business of traveling about carrying with him 
for sale and selling manufactured goods, yares or merchandise. It shall 
also Include peddlers and hawkers of manufactured goods, warm and mer- 
chandise. 

Source: L. 11, p. 632, 4 1;C. L. 4 4555; CSA, C. 166, 8 1; CRS 63, 
Q 85-2-1. 

85-2-2. Not to apply to inlerstate contn~crce.-The rovfeions of this Particle shnll not apply to any sale, act or thing the regu ation or licensing 
of which would constitute regulation or licensing of interstate commerce. 
The provisions of this article shall not apply to nny sale, act or thing per- 
mitted by the constitution or any law of the United States. 

Source: L. 11; p. 632, 5 2; C. L. 5 4856; CSA, C. 160, 3 2; CRS 63, 
6 85-2-2. 

85-2-3. Must obtain license.-Except ns permitted b 
shnll not be lawful for nny person to be engaged In the i:uection 86-2-2, i t  

usiness of a tran-
sient dealer, a s  dcfincd by scction 85-2-1 in any county in this state, unless 
such person shall be first duly licensed under the provisions of this article. 

Source: L. 11,p. 633, 3;C. L. g 4867; CSA, C. 166, 8 8; CRS 63, 
8 85-2-3. 

Cross reference: For pennlty for operating business without a Hcense, compare 
39-15-13 nnd 85-1-6. 



85-2-4. License-how procured-fees.-(1) (a) Every person, before 
transacting any business ns n transient denlcr either a s  principal or agent, 
in ally county in this state, except as  permitted in section 85-2-2, shall f irst  
procure from the county clerk of the county in which such person intends 
or desires to engage in the business of a transient dealer, a written or  
printed license to engage in the business of a transient dealer in that  county, 
and pay to the county clerk of that  county the following named fee for 
such license: 

(b) For each transient dealer, traveling on foot, fifteen dollars; 
(c) For each transient dealer, traveling on a bicycle or tricycle, twenty- 

five dollars ; 
(d) For each transient dealer, traveling by carriage or other vehicle 

drawn by one horse or other animal, fifty dollars ; 
(e) For each transient dealer, traveling by carriage or other vehicle 

' drawn by two or  more horses, or other animals, seventy-five dollars; 
(f) For each transient dealer, traveling by automobile, motorcyc\e, or  

other self-propelling carriage, one hundred dollars ; 
(g) For each transient dealer, traveling in any other manner, one hun- 

dred twenty-five dollars. 

Source: L. 11, p. 633, 4 4;  0. L. 8 4858; CSA, 0. 166, 5 4;  CRS 63, 
85-2-4. 

85-2-5. A ~pliciltion-1Icense-itme limit.-Every peraon who procures 
a transient dealer's license shall make application in writing therefor to 
the cottnty clerk of the proper county, and pay the proper license fee. The 
application shall state the namc and the residence of the applicant, whether 
he transacts the business of a transient dealer as  a principal or as  a n  agent, 
and if as nn agent the name and residence and place of business of his prin- 
cipal, also thc kind or classes of goods, wares and merchandise that  he 
proposes to sell a s  a t r a ~ ~ s i e ~ i tdealer in that  county, and the particular 
manner in which he proposes to  travel in that  county a s  a transient dealer, 
whereupon the county clerk shall issue to the applicant a written license 
authorizing him to engage in business ns a transient dealer in that  county 
for  one year from the date of issuing such license, in the particular manner 
as applied for in the application, the substance of which npplication shall be 
stated in thc license. All licenses shall be numbered consecutively, signed 
by the county clcrk or his deputy and sealed with the seal of the county 
where issued, and no such license shall be transferable. 

Source: 1,. 11, p. 633, 3 6 ;  C. L. 3 4859; CSA, C. 166, 9 5; CRS 53, 
8 86-2-6. 

8 5 - 2 6  County clerlc lo keep record.-Each county clerk shall keep on 
file each application madc to him for a license, a duplicate copy of each 
licensc issi~ed by him, all papers filed with him in connection with any 
licensc issucd by him, and he shall keep a record of all license fees paid 
to him, nntl of the r;~nccllation of any ailrl all liccnscs issucd by h i n ~  that  
may LC cnncclctl, ;~nd  :\I1 such filcs rind records, a t  nll times, shall be opcn 
to public insl~cctioi~. 

Source: L. 11, p. 634, 5 6 ;  C. L. 8 4860; CSA, C. 166, 3 6; CRS 53, 
5 85-24, 

85-2-7. J)is~)osilion or fees.--All. fees paid to clerks of counties for 
licenscs issucd un(Icr lhc p~.ovisiol~sof this article sh;\ll bc for the use of 
thc coul~ty in which tllc !iccl~sc is issued. 

Sot~l-ce:L. 11, p. G34, $ 7 ;  C. L. S 4861; CSA, C. 166, $ 7 ;  CRS 53, 
5 85-2-7. 



85-2-8. Exhibit license to of ficers.-Every pergon licensed a a transient 
dealer, whenever his license is demanded of him by any sheriff, magistrate, 
or police officer of any county in which such transient dealer may be en- 
gaged in business, shall forthwith exhibit his license for examination by 
auch officer, and if he neglects or refuses so to do, he shall be subject to 
the snme penalty as  if he had no license. 

Source: L. 64, ch. 40, Q 26. 

8 5 - 2 4  Violation-license void.-The license of any person who may 
be convicted of a violation of an provisions of this article, from the date 
of such conviction, shall be v o d  and shall be canceled on the records of 
the county clerk. 

Source: L. 11, p. 634, 5 9; C. L. 8 4863; CSA, C. 166, $ 9; CRS 53, 
0 85-2-9. 

85-2-10. Penalty.-Every person who unlawfully engages in the busi- 
ness of a transient denler in any county of this state and every person who 
in any county in this state transacts any business which under the provi- 
sions of section 85-2-1 would mnke him amtransient dealer, without having 
a valid license therefor shall be punished by a fine .of not less than ten 
dollars and not more than one hundred dollars, or by imprisonment in the 
county jail for a period of not less than ten days and not more than ninety 
days, or by both such fine and imprisonment; 

Source: L. 11, p. 634, $10;  C. L. 5 4864; CSA, C. 166, 10; CRS 63, 
0 85-2-10. 

85-2-11. False statemen t-f raud-penal ty.-No erson shall make any 
false or untrue statement in an application for a yicense as a transient 
denler. No transient dealer shall commit any fraud in the transaction of 
his business as a transient dealer, sell any manufactured goods, wares or  
merchandise by any false or short weight or measure, or sell any goods, 
wares or merchandise as being composed or manuf~ctured in whole or in 
part of material or ingredients different from which such manufactured 
goods, wares or merchandise are actually composed or manufactured, or 
sell any manufactured goods, wares or merchandise which are partly or 
entirely of a poisonous or injurious character or nature, for consumption of 
human beings, animals or fowls, or for application to the body, hair or skin 
of any human being or animal. Every person who shall be convicted of 
a violation of any provision of this section shall be punished by a fine of 
not less than ten dollars, ~ n d  not more than one hundred dollars, or by 
imprisonment in the c o u ~ ~ t y  jail for not less than ten dnys, and not more 
than one year, or by both such fine nnd imprisonment. 

Source: L. 11, p. 635, 5 11; C. L. 5 4865; CSA, C. 166, g 11; CRS 53, 
85-2-11. 
85-2-12. J,iccnsc reslricled lo one person.-No more than on,e individual 

person shall engage in business 01- operate under the same transient dealer's 
license, whether as principal or ngent or as assistant to any principal or 
any agent. i 

Sourcc: L. 11, p. 635, 5 12; C. L. 4 4866; CSA, C. 166, 6 12; CRS 63, 
0 85-2-12. 

85-2-13. Jurisrliction of courts.-County courts shall have jurisdiction, 
concurrent with district courts, to hear, try and determine all actiona, and 
all criminal proceed~ngs arising under -th.is article, or brought for the vio- 
lation of any provision of this article. 

Sourcc: L. 64, ch. 39,s221. 
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