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CHAPTER 128

INSURANCE

HOUSE BILL 97-1175

BY REPRESENTATIVES Owen, Gotlieb, Musgrave, Schwarz, Swenson, and T. Williams;
also SENATOR Rizzuto.

AN ACT

CONCERNING INSURANCE SALES BY FINANCIAL INSTITUTIONS, AND, IN CONNECTION THEREWITH,
PROVIDING FOR CONSUMER PROTECTIONS APPLICABLE TO INSURANCE SALES BY FINANCIAL
INSTITUTIONS.

Be it enacted by the General Assembly of the State of Colorado:

SECTION 1. Theintroductory portion to 10-2-601 (1) and 10-2-601 (1) (a), (1)
(b), (2), (3), (4), and (5), Colorado Revised Statutes, 1994 Repl. Val., are amended,
and the said 10-2-601 (1) is further amended BY THE ADDITION OF A NEW
PARAGRAPH, to read:

10-2-601. Financial institutions may sell insurance - where - regulation.
(1) For the purposes of this seetion PART 6:

Capital lettersindicate new material added to existing statutes; dashes through words indicate deletions
from existing statutes and such material not part of act.
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() "FINANCIAL INSTITUTION" MEANS A STATE BANK, INCLUDING AN INDUSTRIAL
BANK, OR A BANK AND TRUST COMPANY CHARTERED BY A STATE, A TRUST COMPANY,
A SAVINGSAND LOAN ASSOCIATION, A CREDIT UNION, A BANK HOLDING COMPANY AS
DEFINED BY 12 U.S.C. seC. 1841, OR A NATIONAL BANK AND THE FINANCIAL
INSTITUTION IS LOCATED IN THIS STATE. "FINANCIAL INSTITUTION" INCLUDES

FEDERALLY CHARTERED SAVINGS AND LOAN ASSOCIATIONS AND CREDIT UNIONS
LOCATED IN THIS STATE.

tate; FINANCIAL
INSTITUTION Or empl oyeethereof shaII be Ilcensed or adml tted, d| rectly orindi rectly,
as-an-sareror-be-Heensed to sdl insurance in this state; exeeptin-the-manner

provideeHferbankstsection11-6-101(2),-CRS: except that:

(@) A FINANCIAL INSTITUTION OR EMPLOYEE THEREOF MAY ENGAGE IN THE
ACTIVITIES OF AN INSURANCE PRODUCER OR AN INSURANCE AGENCY IN THIS STATE
AND SHALL BE LICENSED PURSUANT TO THIS ARTICLE. SUCH PRODUCERS AND
AGENCIES SHALL BE SUBJECT TO THE PROVISIONS OF THIS TITLE AND RULES
PROMULGATED PURSUANT THERETO.

(b) UNLICENSED EMPLOYEES OF FINANCIAL INSTITUTIONS SHALL NOT SELL
INSURANCE OR ANNUITIES. SUCH EMPLOYEESMAY DIRECT CUSTOMERSTO LICENSED
PERSONS.

& (c) A bank—er—bank—holding—company FINANCIAL INSTITUTION, OF any
subsidiary, affiliate, or employee thereof, may be licensed to sell INSURANCE, credit
insurance, and fixed and variable annuity contracts in accordance with regulations
promulgated by the commissioner.

(d) Any bankerbank-hotdingeompany FINANCIAL INSTITUTION, or any subsidiary,
affiliate, or employee thereof, may be permitted to own an insurance company
authorized to sdll, and that insurance company's employees may be licensed to sdll,
insurance to guarantee the payment of any amounts due in connection with any
securitiesor obligationsdescribedin section 11-57-101, C.R.S.; except that no bark;
bank-hetdigeompany FINANCIAL INSTITUTION, ORANY subsdlary or affiliate subject
tothesupervision of thebanking board createdin section 11-2- 102, C.R.S., shall own
such an insurance company without the consent of the banking board, AND NO
FINANCIAL INSTITUTION SUBJECT TO THE SUPERVISION OF THE FINANCIAL SERVICES
BOARD CREATED IN SECTION 11-44-101.6, C.R.S., SHALL OWN SUCH AN INSURANCE
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COMPANY WITHOUT THE CONSENT OF THE FINANCIAL SERVICESBOARD, and no barnk
FINANCIAL INSTITUTION shall invest more than ten percent of its capital and surplus
in such an insurance company. aned

(e) Any bank-erbankhotdingeompany FINANCIAL INSTITUTION, or any subsidiary
or afflllate thereof, may own, directly or |nd| rectly, a captlve insurance company
operatl ng under artlcle6 of thlstltle

(f) ANY TRADE ASSOCIATION ORGANIZED PRIMARILY TO PROMOTE THE COMMON
INTERESTS OF FINANCIAL INSTITUTIONS, OR AN AFFILIATE OR SUBSIDIARY OF SUCH
ASSOCIATION, MAY HOLD STOCK OR OTHER INTERESTS IN AN INSURANCE COMPANY,
OR AN AFFILIATE OR SUBSIDIARY THEREOF.

te—premeteﬂﬁﬂﬂdeﬁrae&e&s IMPLEMENT THIS PART 6.

SECTION 2. 10-2-602, Colorado Revised Statutes, 1994 Repl. Vol., isamended
toread:
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10-2-602. Sale of annuities and insurance by financial institutions - certain
tying arrangements prohibited. (1) IN ADDITION TO THE REQUIREMENTS OF
SECTION 10-3-1105, no bank;—bank-hetding-company FINANCIAL INSTITUTION, Of
subsidiary affitiate; or employee of a bank,—bank—-helding—company FINANCIAL
INSTITUTION, shall extend credit, lease or sell property of any kind, furnish any
service, or fix or vary the consi ideration for any such extension of credit, lease, sale,
or service on the condition or requirement that the customer shall obtain AN

INSURANCE CONTRACT OR AN ANNUITY from such bank—bank—-hetding-cormpany
FINANCIAL INSTITUTION, ORANY subsidiary affitate; or employee. afixedor-variable

annuity-contract:

(2) NOFINANCIAL INSTITUTION MAY OFFER A FINANCIAL PRODUCT OR SERVICE, OR
FIX OR VARY THE CONDITIONS OF SUCH PRODUCT OR SERVICE, CONDITIONED ON A
REQUIREMENT THAT THE CUSTOMER OBTAIN INSURANCE FROM SUCH FINANCIAL
INSTITUTION OR ANY SPECIFIC PERSON.

(3) NOPERSON SHALL REQUIRE OR IMPLY THAT THE PURCHASE OF AN INSURANCE
PRODUCT, OROFANANNUITY FROM AFINANCIAL INSTITUTION, ISA CONDITION OF THE
LENDING OF MONEY OR EXTENSION OF CREDIT, MAINTENANCE OF A TRUST ACCOUNT,
ESTABLISHMENT OR MAINTENANCE OF A CHECKING, SAVINGS, DEPOSIT, OR SHARE
ACCOUNT, OR THE PROVISION OF PRODUCTS OR SERVICES RELATED TO SUCH
ACTIVITIES.

SECTION 3. 10-2-603 (1), Colorado Revised Statutes, 1994 Repl. Val., is
amended to read:

10-2-603. Bank sale of annuities - disclosur e requirements. (1) Any bank-er
FINANCIAL INSTITUTION, or any subsidiary affitiate; or
employee thereof, which sdlls a fixed or variable annuity contract shall receive
writtenacknowl edgment fromthe purchaser that theannuity whichisbeing purchased
Havelves MAY INVOLVE investment risk and is not insured by the federal deposit
insurance corporation OR THE NATIONAL CREDIT UNION SHARE INSURANCE FUND.
Such written notice shall be clear and conspicuous and shall be given before or
contemporaneously with the purchase of the annuity. THIS SUBSECTION (1) SHALL
APPLY TO AN AFFILIATE OR SUBSIDIARY OF A FINANCIAL INSTITUTION IF SUCH AN
AFFILIATE OR SUBSIDIARY SELLS INSURANCE ON THE PREMISES OF A FINANCIAL
INSTITUTION.

SECTION 4. Part 6 of article 2 of title 10, Colorado Revised Statutes, 1994 Reql.
Vol.,isamended BY THE ADDITION OF THE FOLLOWING NEW SECTIONS
toread:

10-2-604. Disclosures. (1) A FINANCIAL INSTITUTION, AND ANY PERSON SELLING
INSURANCE WITH A CASH VALUE OR A CASH ACCUMULATION COMPONENT ON BEHALF
OF A FINANCIAL INSTITUTION, SHALL DISCLOSE TO THE FINANCIAL INSTITUTION'S
CUSTOMERS OR MEMBERS, AND ON ANY ADVERTISEMENTS OR PROMOTIONAL
MATERIAL, THAT INSURANCE OFFERED, RECOMMENDED, SPONSORED, ORSOLD BY THE
FINANCIAL INSTITUTION, OR ON THE PREMISES OF THE FINANCIAL INSTITUTION:

() ISNOT A DEPOSIT;
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(b) IS NOT INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION, THE
NATIONAL CREDIT UNION SHARE INSURANCE FUND, OR ANY AGENCY OF THE STATE OF
COLORADO OR THE FEDERAL GOVERNMENT;

(c) IS NOT GUARANTEED BY THE FINANCIAL INSTITUTION OR ANY AFFILIATED
INSURED DEPOSITORY INSTITUTION,;

(d) MAY INVOLVE INVESTMENT RISK, INCLUDING LOSS OF PRINCIPAL; AND

(€) MAY BE PURCHASED FROM AN AGENT OR BROKER OF THE CUSTOMER'S CHOICE
AND THAT THE CUSTOMER'S CHOICE OF ANOTHER INSURANCE PROVIDER WILL NOT
AFFECT THE CUSTOMER'S RELATIONSHIP WITH THE FINANCIAL INSTITUTION.

10-2-605. Mideading advertising. (1) NO FINANCIAL INSTITUTION, OR ANY
SUBSIDIARY, AFFILIATE, OR EMPLOYEE OF A FINANCIAL INSTITUTION, MAY ISSUE
ADVERTISING THAT WOULD LEAD A REASONABLE PERSON TOBELIEVE THAT THE STATE
OF COLORADO OR THE FEDERAL GOVERNMENT:

(@) IS RESPONSIBLE FOR INSURANCE SALES ACTIVITIES OF THE FINANCIAL
INSTITUTION, OR ANY SUBSIDIARY, AFFILIATE, OR EMPLOY EE THEREOF;

(b) GUARANTEES ANY RETURN ON INSURANCE PRODUCTS, OR IS A SOURCE OF
PAYMENT OF ANY INSURANCE OBLIGATIONSSOLD BY THE FINANCIAL INSTITUTION, OR
ANY SUBSIDIARY, AFFILIATE, OR EMPLOYEE THEREOF.

10-2-606. Discrimination against affiliated agents. (1) NO FINANCIAL
INSTITUTION SHALL:

(@) REQUIRE, AS A CONDITION OF PROVIDING OR RENEWING A CONTRACT FOR
PROVIDING A PRODUCT OR SERVICE TO ANY CUSTOMER, THAT THE CUSTOMER
PURCHASE, FINANCE, OR NEGOTIATE ANY POLICY OR CONTRACT OF INSURANCE
THROUGH ANY PARTICULAR PERSON;

(b) IN CONNECTION WITH A LOAN OR EXTENSION OF CREDIT THAT REQUIRES A
BORROWER TO OBTAIN INSURANCE, REJECT AN INSURANCE POLICY SOLELY BECAUSE
SUCH POLICY HAS BEEN ISSUED OR UNDERWRITTEN BY ANY PERSON WHO IS NOT
ASSOCIATED WITH SUCH INSTITUTION,;

(c) IMPOSEANY REQUIREMENT ON ANY INSURANCE AGENT OR BROKERWHOISNOT
ASSOCIATED WITH THE FINANCIAL INSTITUTION THAT IS NOT IMPOSED ON ANY
INSURANCE AGENT WHO IS ASSOCIATED WITH SUCH INSTITUTION; OR

(d) UNLESS OTHERWISE AUTHORIZED BY APPLICABLE FEDERAL OR STATE LAW,
REQUIRE ANY DEBTOR, INSURER, BROKER, OR AGENT TO PAY A SEPARATE CHARGE IN
CONNECTION WITH THE HANDLING OF INSURANCE THAT IS REQUIRED UNDER A
CONTRACT.

10-2-607. Location of sales. TO THE EXTENT PRACTICABLE, A FINANCIAL
INSTITUTION'SSALEOF INSURANCE SHALL BE IN A LOCATION DISTINCT FROM A TELLER
WINDOW OR COMMON TELLER AREA. UNLICENSED EMPLOYEES OF FINANCIAL
INSTITUTIONS SHALL NOT SELL INSURANCE OR ANNUITIES. SUCH EMPLOYEES MAY
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DIRECT CUSTOMERS TO LICENSED PERSONS.

SECTION 5. 11-6-101 (2), Colorado Revised Statutes, 1987 Repl. Val., as
amended, is amended to read:

11-6-101. Branch banks and practices prohibited - facilities defined.

(2) Bxeept Asauthorized under section 10-2-601 (2), C.R.S., ne-bank-shal-cirectty
eﬁmdrreet-l-y—engageﬁﬂﬂdeeﬁeemm&ee—bm any bank meatedaaddemg-btﬁn&is

] may pursuant to federal Iaw OR under
such ruI es and regul at| onsas may be prescribed by the banking board and subject to
regulations promulgated by the commissioner of insurance concerning the sale of
insurance by banksFINANCIAL INSTITUTIONS asprovidedinsection 10-2-601, C.R.S,,
ASSUCH LAWS, RULES, AND REGULATIONSARE APPLICABLE TO THE BANK, DEPENDING
UPON WHETHER SUCH BANK ISA NATIONAL BANK OR A STATE BANK, act as the agent
for any fire, life, or other insurance company authorized to do business in this state
by soliciting and sellinginsurance and collecting premiums on policiesissued by such
company. For services sorendered, such bank may receive suchfeesor commissions
asmay be agreed upon between the bank and the| nsurancecompany for whi ch it may

OF THIS SUBSECTION (2) 'BANK" SHALL HAVE THE SAME MEANING AS SET FORTH IN
SECTION 11-1-102 (2).

SECTION 6. 11-22-106, Colorado Revised Statutes, 1987 Repl. Val., as
amended, is amended BY THE ADDITION OF A NEW SUBSECTION to read:

11-22-106. Powers - general corporate - loans and investments - rules and
regulations of banking board. (6) AS AUTHORIZED PURSUANT TO SECTION
10-2-601 (2), C.R.S., AN INDUSTRIAL BANK MAY, PURSUANT TO FEDERAL LAW OR
UNDER SUCH RULES AS MAY BE ADOPTED BY THE BANKING BOARD OR THE
COMMISSIONER OF INSURANCE PURSUANT TO SECTION 10-2-601, C.R.S., ACT ASTHE
AGENT FORANY INSURANCE COMPANY AUTHORIZED TODOBUSINESSIN THISSTATEBY
SOLICITINGAND SELLING INSURANCE AND COLLECTING PREMIUMSON POLICIESISSUED
BY SUCH COMPANY. FOR SUCH SERVICES, AN INDUSTRIAL BANK MAY RECEIVE SUCH
FEESOR COMMISSIONSASMAY BE AGREED BETWEEN THE INDUSTRIAL BANK AND THE
INSURANCE COMPANY.

SECTION 7. 11-23-103, Colorado Revised Statutes, 1987 Repl. Vol., as
amended, is amended BY THE ADDITION OF A NEW SUBSECTION to read:

11-23-103. Powers of trust companies. (3) AS AUTHORIZED PURSUANT TO
SECTION 10-2-601 (2), C.R.S., A TRUST COMPANY MAY, PURSUANT TO FEDERAL LAW
OR UNDER SUCH RULESASMAY BE ADOPTED BY THE BOARD OR THE COMMISSIONER
OF INSURANCE PURSUANT TO SECTION 10-2-601, C.R.S., ACT ASTHE AGENT FORANY
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INSURANCE COMPANY AUTHORIZED TODOBUSINESSIN THISSTATEBY SOLICITINGAND
SELLING INSURANCE AND COLLECTING PREMIUMS ON POLICIES ISSUED BY SUCH
COMPANY. FOR SUCH SERVICES, A TRUST COMPANY MAY RECEIVE SUCH FEES OR
COMMISSIONS AS MAY BE AGREED BETWEEN THE TRUST COMPANY AND THE
INSURANCE COMPANY .

SECTION 8. 11-30-104, Colorado Revised Statutes, 1987 Repl. Vol., as
amended, is amended BY THE ADDITION OF A NEW SUBSECTION to read:

11-30-104. Powers. (2) ASAUTHORIZED PURSUANT TO SECTION 10-2-601 (2),
C.R.S., A CREDIT UNION MAY, PURSUANT TO FEDERAL LAW OR UNDER SUCH RULESAS
MAY BE ADOPTED BY THE FINANCIAL SERVICES BOARD OR THE COMMISSIONER OF
INSURANCE PURSUANT TO SECTION 10-2-601, C.R.S., ACT ASTHE AGENT, THROUGH
THE CREDIT UNION OR ANY CREDIT UNION SERVICE ORGANIZATION, FOR ANY
INSURANCE COMPANY AUTHORIZED TODOBUSINESSIN THISSTATEBY SOLICITINGAND
SELLING INSURANCE AND COLLECTING PREMIUMS ON POLICIES ISSUED BY SUCH
COMPANY. FOR SUCH SERVICES, A CREDIT UNION OR CREDIT UNION SERVICE
ORGANIZATION MAY RECEIVE SUCH FEES OR COMMISSIONS AS MAY BE AGREED
BETWEEN SUCH ENTITY AND THE INSURANCE COMPANY .

SECTION 9. 11-41-112 (1), Colorado Revised Statutes, 1987 Repl. Val., is
amended BY THE ADDITION OF A NEW PARAGRAPH to read:

11-41-112. Powers of savings and loan associations. (1) Savings and loan
associations have the following powers:

(0) PURSUANT TOFEDERAL LAW OR UNDER SUCH RULESAND REGULATIONSASMAY
BE PRESCRIBED BY THE FINANCIAL SERVICES BOARD AND SUBJECT TO REGULATIONS
PROMULGATED BY THE COMMISSIONER OF INSURANCE CONCERNING THE SALE OF
INSURANCEBY SAVINGSAND LOAN ASSOCIATIONSASPROVIDED IN SECTION 10-2-601,
C.R.S., TOACT AS THE AGENT, THROUGH THE SAVINGS AND LOAN ASSOCIATION OR
ANY SERVICE CORPORATION THEREOF, FOR ANY FIRE, LIFE, OR OTHER INSURANCE
COMPANY AUTHORIZED TO DO BUSINESS IN THIS STATE BY SOLICITING AND SELLING
INSURANCE AND COLLECTING PREMIUMSON POLICIESISSUED BY SUCH COMPANY. FOR
SERVICES SO RENDERED, SUCH SAVINGS AND LOAN ASSOCIATION OR SERVICE
CORPORATION OF SUCH SAVINGSAND LOAN ASSOCIATION MAY RECEIVE SUCH FEESOR
COMMISSIONSASMAY BE AGREED UPON BETWEEN SUCH ENTITY AND THE INSURANCE
COMPANY FOR WHICH IT MAY ACT ASAGENT.

SECTION 10. Effective date - applicability. This act shall take effect upon
passage and shall apply to acts committed on or after said date.

SECTION 11. Safety clause. Thegeneral assembly hereby finds, determines, and
declaresthat thisact is necessary for theimmediate preservation of the public peace,
health, and safety.

Approved: April 24, 1997



