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(1) Remit interest or dividends on the average
monthly balance in the account, or as otherwise computed in
accordance with the standard accounting practice of the Bank,
Savings and Loan Association, Credit Union, or Savings Bank,
less reasonable service charges and other related charges, to
the Treasurer of State at least quarterly for deposit in the Legal
Aid Fund established under section 120.52 of the Revised Code.

(2) At the time of each remittance, transmit to
the Treasurer of State, and if requested, to The Ohio Legal
Assistance Foundation, and the Title Insurance Agent or Company,
a statement showing the name of the title insurance agent or
company for whom the remittance is sent, the rate of interest
applied, the accounting period, the net amount remitted to the
Treasurer of State for each account, the total remitted, the
average account balance for each month of the period for which
the report is made, and the amount deducted for service charge

and other related charges.

(E) The statements and reports submitted by the Bank,
Savings and Loan Association, Credit Union, or Savings Bank under
this section, are not public records subject to section 149.23 of
the Revised Code and shall be used only to administer the legal

aid fund.

(F) No funds belonging to a title insurance agent or
company shall be deposited into an account established under
division (A) of this section except funds necessary to pay service
charges and other related charges of the Bank, Savings and Loan
Association, Credit Union, or Savings Bank that are in excess

of earning on the account.

(G) No liability arising out of any negligent act or
omission of any title insurance agent or company with respect to
any account established under division Ai of this section shall
be imputed to the Bank, Savings and Loan .Association, Credit Union,

or Savings Bank.

(H) Nr liability or responsibility arising out of any
negligent act or omission of any title insurance agent with
respect to any account established under division (A) of this
section shall be imputed to a title insurance company.

(1) The Superintendent may adopt, in accordance with
Chapter 119, of the Revised Code, rules that pertain to the use
of account established under divisirn (A of this section and to
the enforcement of this section.CCOCD
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RESPA
Statute

Real Estate Settlement Procedures Act

Sec. 2605. Servicing of mortgage loans and administration of escrow accounts

From the U.S. Code Online via GPO Access

[wais.access.gpo.gov]

[Laws in effect as of January 16, 1996]

[Document not affected by Public Laws enacted between
January 16, 1996 and August 28, 1996]

[CITE: 12usc2605]

TITLE 12— BANKS AND EANKING
CHAPTER 27— REAL ESTATE SETTLEMENT PROCEDURES

Sec. 2605. Servicing of mortgage loans and administration of
escrow accounts

(a) Disclosure to applicant relating to assignment, sale, or transfer of
loan servicing

(1) In general

Each person who makes a federally related mortgage lean shall
disclose to each person who applies for any such loan, at the time
of application for the loan—

(A) -whether the servicing of any such loan may_be assigned,
sold, or transferred to any other person at any time while such
loan is outstanding;

(3) at the choice of the person making a federally related
mortgage loan—

(i) for each of the most recent 3 calendar years
completed (at the time of such application), the percentage
(rounded "o the nearest quartile) of loans made by such
person for which the servicing has been assigned, sold, or
transferred as of the end of the most recent calendar year
completed, except that—

(1) for any loan application during the 12-month
period beginning on November 28, 1990, the information
disclosed under this subparagraph may be for cr.ly the
most recent calendar year completed, and for any loan
application during the 12-month period beginning 1 year
after November 28, 1990, the information disclosed under
this subparagraph may be for the most recent 2 calendar
years completed; and

(1) this subparagraph may not be construed to
require the inclusion, in the percentage disclosed, of
any loans the servcing of which has been assigned,
sold, or transfe- .ed by the person making the loan to a
transferee serv.cer that is an affiliate or subsidiary
of such person; or

X 1/18/98 2:13 KM
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(ii) a statement that the person making the loan has
previously assigned, sold, or transferred the servicing of
federally related mortgage loans; and

(©) if the person who makes the loan does not engage in the
servicing of any federally related mortgage loans, that there is
a present intent on the part of such person (at the time of such
application) to assign, sell, or transfer the servicing of such

loan to another person.
(2) Model disclosure statements

Not later than 90 days after November 28, 1990, the Secretary
shall develop a model disclosure statement for notification to
applicants under paragraph (1) with respect to servicing procedures,
transfer practices and requirements, and complaint resolution. The
model statement shall provide for the person originating the loan to
disclose their capacity to service loans and the best available
estimate of the percentage of all loans made by such person for
which the servicin~ will be assigned, sold, or transferred during
the 12-month perio beginning upon the origination. The estimate
shall be expressed as one of the following range of possibilities—
between 0 and 25 percent, between 26 and 50 percent, between 51 and
75 percent, or between 76 and 100 percent. This paragraph may not be
construed to require the inclusion, in the estimate disclosed, of
any loans the servicing of which will be assigned, sold, or
transferred by the person originating the loan to a transferee
servicer that is an affiliate or subsidiary of such person.

(3) Signature of applicant

Any disclosure of the information required under paragraph (1)
shall not be effective for purposes of this section unless the
disclosure is accompanied by a written statement, in such form as
the Secretary shall develop before the expiration of the 90-day
period beginning on November 28, 1550, that the applicant has read
and understood the disclosure and that is evidenced by the signature
of the applicant at the place where such statement appears in the

application.

Notice by transferor of loan servicing at time of transfer
(lj ..otice reauiremen’.

Each servicer of any federally related mortgage loan shall
notify the borrower in writing of any assignment, sale, or transfer
of the servicing of the loan to any other person.

(2) Time of notice

(A) In general

Except as provided under subparagraphs (B) and (C), the
notice required under paragraph (1) shall be made to the
borrower not less than 15 days before the effective date of
transfer of the servicing of the mortgage loan (with respect to
which such notice is made),

(B) Exception for certain proceedings
The notice required under paragraph (3) shall be made to the
borrower not more than 30 days after the effective date of

assignment, sale, or transfer of the servicing of the mortgage
loan (with respect to which such notice is made) in any case in
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(c)

related mortgage loan is assigned, sold,
the borrower of any surf, assignment, sale, or transfer-
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which the assignment, sale, or transfer cf the servicing of the

mortgage loan is preceded by—
(i) termination of the contracr for servicing the loan

for cause;
(ii) commencement of proceedings for bankruptcy of the

servicer; or

(iii) commencement of proceedings by the Federal Deposit
Insurance Corporation or the Resolution Trust Corporation
for conservatorship or receivership cf the servicer (or an
entity by which the servicer is owned or controlled).

(C) Exception for notice provided at closing

The provisions of subparagraphs (A) and (B) shall not apply
to any assignment, sale, or transfer cf the servicing of any
mortgage loan if the person who makes the loan provides to the
borrower, at settlement (with respect to the property for which
the mortgage loan :s made), written nctrce under paragraph (3)

of such transfer.

(3) Contents of notice

The notice required under paragraph (1 shall include the

following information:

(A) The effective date of transfer of the servicing
described in sucn paragraph.

(B) The name, address, and toll-free or collect call
telephone number cf the transferee servicer.

(C) A toll-free or collect call telephone number for (i) am
individual employed by the transferor servicer, or (ii) the
department of the transferor servicer, that can be contacted by
the borrower to answer inquiries relating to the transfer of
servicing.

(D) The name arc toll-free or collect call telephone number
for (i) an individual employed by the transferee servicer, or
In) the department of the transferee servicer, that can be
contacted by the borrower to answer inquiries relating to the
irar.sfer of servicing.

(E) The date or. which the transfer:! servicer who is
servicing the mortgage loan before the assignment, sale, or
transfer will cease to accept payments relating to_the loan and
the date on which the transferee servirer will begin to accept
such payments.

(F) Any information concerning the effect the transfer may
have, if any, on the terms of or the continued availability of
mortgage life or disehility insurance or any other type of
optional insurance and what action, if any, the borrower must
take to maintain coverage.

(G) A statement that the assignment, sale, or transfer of
the servicing of the mortgage loan does not affect any term or
condition of the security instruments other than terns directly

related to the servicing of such loan.

Notice by transferee of loan servicing at tire of transfer

(1 iron--' requirement

Each transferee servicer to whom the servicing of any federally
or transferred shall notify

1 Time of notice

(A) In general

I/1SS-ifii:? PM
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Except as provided in subparagraphs (B) and (C), the notice
required under paragraph (1) shall be made to the borrower not
more than 15 days after the effective date c¢cf transfer of the
servicing of the mortgage loan (with respect to which such

notice is made).
(B) Exception for certain proceedings

The notice required under paragraph (1) shall be made to the
borrower not more than 30 days after the effective date of
assignment, sale, or transfer of the servicing of the mortgage
loan (with respect to which such notice is made) in any case in
which the assignment, sale, or transfer of the servicing of the
mortgage loan is preceded by—

(i) termination of the contract for servicing the loan

for cause;
(ii) commencement of proceedings for bankruptcy of the

servicer; or

(iii) commencement of proceedinas by the Federal Deposit
Insurance Corporation or the Resolution Trust Corporation
for conservatorship or receivership of the servicer (or an
entity by which the servicer is owned or controlled).

(C) Exception for notice provided at closing

The provisions of subparagraphs (A) and (B) shall not apply
to any assignment, sale, or transfer of the servicing of any
mortgage loan if the person who makes the loan provides to the
borrov/er, at settlement (with respect to the property for which
the mortgage loan is made), written notice under paragraph (3)

of such transfer.

(3) Contents of notice

Any notice required under paragraph (1) shall include the
information described in subsection (b)(3) of this section.

(d) Treatment of loan payments during transfer period

date of transfer

During the 60-day period beginning on the effective
a_late fee may

of the servicing of any federally related mortgage loan,
not be imposed on the borrower with respect to any payment on such loan
and no such payment may be treated as late for any other purposes, if
the payment is received by the transferor servicer (rather than the
transferee servicer who should properly receive pay.nent) before the due

date applicable to such payment.
(e) Duty of loan servicer to respond tc borrower inquiries

(1) Notice of receipt of inquiry

(A) In general

If any servicer of a federally related mortgage loan
receives a qualified written request from the borrower (or an
agent of the borrower) for information relating to the servicing
of such loan, the servicer shall provide a written response
acknowledging receipt of the correspondence within 20 days
(excluding legal public holidays, Saturdays, and Sundays) unless
the action requested is taken within such period.

(B) Qualified written request

For purposes of this subsection, a qualified written request
shall be a written correspondence, other than notice on a

>1/18/8 2:11 I'M
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(f)

liable to the borrower for each such failure m

payment coupon or other payment medJum supplied l:y the servicer,

that—
(i) includes, or otherwise enables the servicer to

identify, the name and account of the borrower; and

(ii) includes a statement of the reasons for the belief
of the borrower, to the extent applicable, that the account
is in error or provides sufficient detail to the servicer
regarding other information sought by the borrower.

(2) Action with respect to inquiry

Not later than 60 days (excluding legal public holidays,
Saturdays, and Sundays) after the receipt from any borrower of any
gualified written request under paragraph (1) and, if applicable,
before taking any action with respect to the inquiry of the

borrower, the servicer shall--
(A) make appropriate corrections in the account of the

borrower, including the crediting of any late charges or
penalties, and transmit to the borrower a written notification
of such correction (which shall include the name and telephone
number of a representative of the servicer who can provide
assistance to the borrower);
(B) after conducting an investigation, provide the borrower

with a written explanation or clarification that includes—
(i) to the extent applicable, a statement of the reasons

for which the servicer believes the account of the borrower
is correct as determined by the servicer; and

(ii) the name and telephone number of an individual
employed by, or the office or department of, the servicer
who can provide assistance to the borrower; or

(C) after conducting an investigation, provide the borrower
with a written explanation or clarification that includes—
(1) information requested by the borrower or an
explanation of why the information requested is unavailable

or cannot be obtained by the servicer; and
(ii) the name and telephone number of an individual

employed by, or the office or department of, the servicer
who can provide assistance to the borrower.

(3) Protection of credit rating _

During the 60-day period beginning or. the date of the servicer's
receipt from any borrower of a qualified written request relating to
a dispute regarding the borrower's payments, a servicer may not
provide information regarding any overdue payment, owed by such
borrower and relating to such period or qualified written request,
to any consumer reporting agency (as such term is defined under

section 168la of title 15) .

Damages and costs

to comply 'with any provision of this section shall be

Whoever fails
the following amounts:

(1) Individuals

In the case of any action by an individual, an amount equal to

the sum of--
(A) any actual damages to the borrower as a result of the

failure; and
(B) any additional damages, as the court may allow, in the

case of a pattern or practice of rcr.oom.pliance with the
requirements of this section, in ar. amount not to exceed $1,111.
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(2) Class actions

In the caseof a class action, an amount equal to the sum of—
(A) any actual damages to each of the borrowers in the class

as a resultof the failure; and

(B) any additional damages, as the court may allow, in the
case of a pattern or practice of noncompliance with the
requirements of this section, in an amount not greater than

$1,000 for each member of the class, except that the total
amount of damages under this subparagraph in any class action
may not exceed the lesser of—

(i) $500,000; or

(ii) 1 percent of the net worth of the servicer.

(3) Costs

In addition to the amounts under paragraph (1) or (2), in the
case of any successful action under this section, the costs of the
action, together with any attorneys fees incurred in connection with
such action as the court may determine to be reasonable under the

circumstances.
(4) Nonliability

A transferor or transferee servicer shall not be liable under
this subsection for any failure to comply with any requirement under
this section if, within 60 days after discovering an error (whether
pursuant to a final written examination report or the servicer's own
procedures) and before the commencement of an action under this
subsection and the receipt of written notice of the error from the
borrower, the servicer notifies the person concerned of the error
and makes whatever adjustments are necessary in the appropriate

account to ensure that the person will not be required to pay an
amount in excess of any amount that the person otherwise would have
paid.

(g) Administration of escrow accounts

If the terms of any federally related mortgage loan require the
borrower to make payments to the servicer of the loan for deposit into
an escrow account for the purpose of assuring payment of taxes,
insurance premiums, and other charges with respect to the property, the
servicer shall make payments from the escrow account for such taxes,
insurance premiums, and other charges in a timely manner as such
payments become due.

(h) Preemption of conflicting State laws

Notwithstanding any provision of any law or regulation of any State,
a person who makes a federally related mortgage loan or a servicer shall
be considered to have complied with the provisions of any such State law
or regulation requiring notice to a borrower at the time of application
for a loan or transfer of the servicing of a loan if such person or
servic- r complies with the requirements under this section regarding
timing, content, and procedures for notification of the borrower.

(i) Definitions
For purposes of this section:
(1) Effective date of transfer
The term ''effective date of transfer'' means the date on which

the mortgage payment ot a borrower is first due to the transferee
servicer of a mortgage loan pursuant to the assignment, sale, or

http:ZAwww.hud.gov/fha/res/resp2603. htnil

«l/IH/08 2:13 I'M



HUD Real Estate Settlement Procedures Act Statute

(1)

transfer of the servicing of the mortgage loan.

(2) Servicer

The term '‘servicer’' means the person responsible for servicing
of a loan (including the person who makes or holds a loan ifsuch
person also services the loan). The term does not include—

(A) the Federal Deposit Insurance Corporation or the

Resolution Trust Corporation, in connection with assets

acquired, assigned, sold, or transferred pursuant to section
1823(c) of this title or as receiver or conservator of an
insured depository institution; and

(B) the Government National Mortgage Association, the
Federal National Mortgage Association, the Federal Home Loan
Mortgage Corporation, the Resolution Trust Corporation, or the
Federal Deposit Insurance Corporation, in any case in which the
assignment, sale, or transfer of the servicing of the mortgage

loan is preceded by—
(i) termination of the contract for servicing the loan

for cause;
(ii) commencement of proceedings for bankruptcy of the

servicer; or

(iii) commencement of proceedings by the Federal Deposit
Insurance Corporation or the Resolution Trust Corporation
for conservatorship or receivership of the servicer (or an
entity by which the servicer is owned or controlled).

(3) Servicing

The term servicingl1ll means receiving any scheduled periodic
payments from a borrower pursuant to the terms of any loan,
including amounts for escrow accounts described in section 2609 of
this title, and making the payments of principal and interest and
such other payments wiuh respect to the amounts received from the
borrower as may be required pursuant to the terms of the loan.

Transition
(1) Originator liability

A person who makes a federally related mortgage loan shall not
be liable to a borrower because of a failure of si_ch person to
comply with subsection (a) of this section with respect to an
application for a loan made by the borrower before the regulations

referred to in paragraph (3) take effect.
(2) Servicer liability

A servicer of a federally related mortgage loan shall not be
liable to a borrower because of a failure of the servicer to perform
any duty under subsection (b), (c), (d), or (e) of this section that
arises before the regulations referred to in paragraph (3) take

effect.

(3) Regulations and effective date

The Secretary shall, by regulations that shall take effect not
later than April 2 ' 1991, establish any requirements necessary to
carry out this sec ion. Such regulations shall include the model

disclosure statement required under subsecuion (a)(2) of this
section.

(Pub. L. 93-533, Sec. 6, as added Pub. L. 101-625, tit~e IX, Sec. 941,

Nov.
Sec.

70f8

28, 1990, 104 Stat. 4405; amended Pub. L. 102-27, title III,
312(a), Apr. 10, 1991, 105 Stat. 154; Pub. L. 103-325, title 111,

http:ZAwwv.huil.gov/fha/res/rcsp2605. htnil
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Sec. 345, Sept. 23, 1994, 108 Stat. 2239.)

Prior Provisions

A prior section 2605, Pub. L. 93-533, Sec 6, Dec. 22, 1974, Z
Stat. 1726, related to advanced itemized disrJd csure of settlement tests
by the lender and liability of the lender f;r failure to comply, prior
to repeal by Pub. L. 94-205, Sec. 5, Jan. 2, 576, 89 Stat. 1158.

Amendments

1994— Subsec. (a)(1)(B). Pub. L. 103-325 rbstituted '' (B) at the
choice of the person making a federally relate<d mortgage loan—

"* (i) for each cf the most recentl’

for '"(B) for each of the most recent'l, redesrgnated els. (i) and i)

as subcls. (1) and (11), respectively, and resligned margins,
substituted '"'or'' for '‘and" at end of surd . (lIl), and added d.
(ii) .

1991— Subsec. (j). Pub. L. 102-27 added suisec. (j).

Sectier. Referred to in Other Sections

This section is referred to in sections Mi:5, 2610 of this tcde;

title 15 section 1641.
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(Text matches pnnted bills. Document has been reformatted to mee: World Wide W eb specifruucns.)

ABILL

TO AMEND TITLE 27, CODE OF LAWS OF SOUTH CAROLINA '976, RELATING TO P5LEERTY
AND CONVEYANCES, BY ADDING CHAPTER 49 SO AS TO PROVIDE FOR REGULATION AND
ACCOUNTABILITY OF PERSONS OFFERING CLOSING AND SETTLEMENT SERVICES IS
CONNECTION WITH REAL PROPERTY TRANSACTIONS; TO DEFINECERTAIN TERMS.
INCLUDING "GOOD FUNDS"; AND TO PROVIDE FOR A CIVIL REMEDY, INCLUDING
ATTORNEY'S FEES TO THE PREVAILING PARTY, FOR A VIOLATION OF THIS CHAPTER.

Be it enacted by the General Assembly of the State of South Carolina
SECTION 1. Title 27 of the 1976 Code is amended by adding:
"CHAPTER 49
Real Property Closing and Settlement Services

Section 27-49-10. This chapter may be cited as The Disbursement ofrunds as Part o f Real Prrper;

Closing and Settlement Services Act'.
Section 27-49-20. .As used in this chapter:

(1) 'Closing and settlement services' means those services which benef: the parties to tie sale, ratsfer.
conveyance, lease, encumbrance, mortgage, or creation of a secured tnsrast in and to real prorerr. and

the receipt and disbursement of money in connection with those read rmcerty transactions.

(2) 'Borrower' means the maker of the promissory note evidencing the can of funds to be delr.etn n the

loan closing.

(3) 'Lender' means any person or entity making a loan secured by a mintage or other instrument rearing a

secured interest in and to real property.

(4) 'Financial institution' means an entity that is authorized under the nws of this Starsu another srre. or
the United States of .America to make loans and receive deposits, ant rear has its deposits insurer ry die

Federal Deposit Insurance Corporation or the National Credit Union Stare Insurance Fund.

(5) 'Loan closing' means the time agreed upon by the borrower and iexer for the execution arc briery

of loan documents by the borrower.

(6) 'Loan documents' means the note evidencing the debt due the lercer. die mortga” securing re rebt
due to the lender, and any other documents required by the lender tc :e executed by the borrovar is. part

of the real property transaction.

(7) 'Funds' means the gross or net proceeds of the loan to be distribute ay or on behalfof the em r at the
loan closing, or other monies required to be delivered to the settlemeu agent by the parties fcrr=

completion of settlement.

(8) 'Settlement' means the time when the settlement agent has receiver tie duly executed docurers and
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funds necessary to cany out the terms of the contract between the parries.

(9) 'Party’ or 'parties' means the purchaser, seller, lender, borrower, sedement agent, and their agars or

representatives in a real property transaction.

(10) 'Settlement agent’ means the person responsible for conducting +e settlement and disbuserren of
the settlement proceeds and includes any individual, professional corporation, professional assariariao,
limited liability company, limited liability partnership, or other entity conducting settlement arc

disbursement of funds.

(11) 'Disbursement of settlement proceeds' means the payment ofall proceeds of the transacts: ay ahe

settlement agent to the persons entitled to them.

(12) 'Collected funds' or 'good funds' means funds which are in therbnn of cash, confirmed warrrsasfer,
or negotiable instrument as provided below, except that negotiable instalments for purposes afaris
chapter must be signed by the drawer, be payable on demand to order or to bearer, and contaia a:

unconditional order to pay. The following are collected funds or ccod funds:
(a) cash or confirmed wire transfers;

(b) certified checks, cashier's checks, and teller checks;

(c) checks issued by the United States of .America or its agent;

(d) checks issued by this State or its agent:

(e) checks issued by the city and county governments or other polrrcri subdivisions in this Sims:

(f) funds in amounts less than five hundred dollars, including checks, reveler's checks, or moaey arrers,
but multiple items must not be used to a\oid this limitation. A setreraent agent may refuse t: rssrse
these funds as defined in this item if his reasonable business judesiera indicates that the funds aary -ot be

collected;

(g) checks drawn on the escrow account of an attorney licensed to pcecnce law in this State orrare
escrow accc mt ofa South Carolina licensed real estate broker, prr**iied the settlement agen: aerie-es in
good faith that collected funds will be in the settlement agent's escrawaccount within a reascnarje period,

not to exceed three business days from the date of closing;

(h) a personal or commercial check that has been deposited sufficiency inadvance into the secernent
agent's escrow account to allow Federal Reserve clearance, and for -arch the settlement agen: ms proof

that the funds are irrevocably credited to his account.

('3) 'Received and deposited' means that

(a) good funds are in the possession of the settlement agent, or an enriioyee or representative mere

settlement agent:

(b) a record of receipt is entered into the books of the settlement arena: and

(c) the funds are actually delivered for deposit to the financial insrarxn ina timely manner, arm exceed

two business days after closing.

4/|8/9SCCE ? v
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In the case of a wire transfer or other direct deposit, good funds are considered to be 'received and
deposited' when the financial institution notifies the settlement agent that the funds have been received.

Section 27-49-30. (A) Except as provided in Section 27-49-20(12)(g) a settlement agent who provides
closing and settlement services for a real property transaction shall not disburse funds from an escrow
account until good funds related to the transaction in amounts sufficient to fund all disbursements from

the transaction have been received and deposited to the escrow account.

(B) The settlement agent shall maintain records of all receipts and disbursements of escrow, settlement,

and closing funds for six years.

(C) The exclusive civil remedy for a party injured by a violation o f this chapter is an action for actual
damages plus reasonable attorney's fees, the fees to be determined by the court in which the action is
brought if the injured party prevails. Otherwise, the defending party must be awarded costs of the action

and reasonable attorney’s fees, the fees to be determined by the court.

(D) This chapter must not be construed to repeal or modify any provisions of law relative to the utterance
or delivery of a worthless or fraudulent check, and the provisions of this chapter are cumulative of those

provisions."
SECTION 2. This act takes effect upon approval by the Governor.

XX-—
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Escrow Procedures

The following provides a briefoverview of Colorado Escrow Procedures and those procedures
practiced by First American Heritage Title Company. For more detailed information regarding
Colorado Escrow Procedures, contact First American Heritage Title Company by simply clicking on

the email icon at the bottom of this page.

Closing and Settlement Services are very often provided with Title Insurance. Closing and Settlement

Service is defined as:

"Providing services for the benefit of all necessary parties in connection with the sale, leasing,
encumbering, mortgaging, creating a secured interest in and to real property, and the recerrt and
disbursement of money in connection with any sale, lease, encumberance, mortgage, or deec of trust. This
does not include giving legal advice to said parties, nor doesinclude the preparation ofiegalJ documents
except insofar as the preparation ofsuch documents is considered to be a secretarial or scm.ner-like

function delegated to the title entity, e.g., preparing a deed is directed by closing instruccccs provided to

the closing agent."”

In Colorado, all closing transacti ir.s are "Table Funded." Wha: this means is that funds are received and

disbursed at me closing table, prior to recording the legal cccuments.

When a title company closes the transaction they will assume responsibility for the Gap. Tie Gap is the

time between the latest title commitment certification and the day the documents are actuary recorded

with the Clerk and Recorder.

All funds received for closings must comply with the Good Funds Law. Good Funds are defined as:

"Available for immediated withdrawal as a matter of right includes any wire transfer; any rerirfied check;

cashiers check: tellers check; or any other instrument as defined by Federal Regulation CC. 12 CFR part

229.10(c)."

In order to provide Closing and Settlement Services, the closing agent must receive written instructions

for the types ofservices we provide
ie. For a Purchase Transaction - the Real Estate Contract and Closing Instructions.

ie. For a Loan Transaction - the Lean Closing Instructions c¢: Disbursement Instructions Should there be

any deviation from said instructions, they also must be backed by written instructions from ail appropriate

parties.

4/1S9SUJ5 pm
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TABLE CLOSINGS:
0 HAVE YOU STOLENANY HORSES LATELY?

irinleil front the

Wyunint! hind 'llllv Association KotrslelWt:

trill> hnfninily

You can lake my wire or luirn my
house, but sleal my horse and ihere'll Ik*
hell lo pay. In Wyoming, horse thieves are
dealt prellv severe (K'nalties. Title com -
panies and dosing agents may find them-
selves Tacing the same penalties as horse
thieves.

Wyoming Statute 26-23-321
title con nanies to maintain separate trust
accounts lor funds held in connection wh
closings. li also provides that funds are th
the persons entitled there!

requires

property ol
under the provisions of the escrow. )

The most common closing practice In
most of Wyoming “table”™ dosing
(where the seller brings clear title, tile
buyer brings the money, and both walk
away from the closing table with what the
other brought), ir the title company or
closing agent the
seller IxTore the ouyers funds are “collect-
M .or have cleared the bank, we may be
:S?rling horses.

What constitutes collected funds? Ask
five bankers and you'll got six answers.

is a

disburses funds lo

By Larry Christensen

The question is addressed al length by the
board of Governors of the federal Reserve
System in its Regulation CC entitled:
“Availability of Funds and Collection of
Checks" (12 C.F.R. 229. as amended). Regu-
lation CC defines the maximum time period
a bank can restrict withdrawal of a deposit
made, depending on the method of deposit,
i.e., cash, check, etc___ 74— — -
—~N-"The following represents a general
outline of the bank delays permitted under
Regulation CC: The bank must have funds
available the next business day following
m$t**deposit if it is made in cash, or w\ilh a
wire'transfer, or in the form of a cashier's
check, it certified check or a teller’s check.
The bank has until the fourth business dal
to have funds available following ih
deposit if it's made with a local check, ant
until the seventh business day if a non
local check is deposited.

When we perform table, closings,'we
musT ‘ensure that ihtPInTyer's funds are
truly collected. Otherwise, a bank may use
others' funds In the account or use its right
to transfer money from our other accounts
to cover the buyer's
Wyoming Statute 6-3-'102 states that any

uncleared check.

bailee, or person entrusted with custody of
any property, who converts the properly
to the individual's or another's use is guilty
of larceny. Ltrceny is a felony punishable
by imprisonment of not more than 1l
years, a fine of not more than $10,000. or
both. This statute also provides the same
penally for stealing horses.

What if your bank says it will honor
your checks? Make sure that it is not
advancing the funds Ixcause of your rep-
utation as a good customer of the bank,
and therefore based upon your company's
ability to cover collection problems.

We in the title industry are all familiar
with indemnification from civil liability.
'lhe policy of title insurance is a contract of
indemnity. | know of no company or
product lo protect against criminal prose-
cution and penalties. To continue our
practices as we have in the past is to do so
al considerable risk. At least
horse thieves go into their profession fully

aware of the dangers.

personal

/.any (.'hristensen is I'/ce /’resident,
I-'irsi American Title Insurance (.ont/tany,
('as/ter, \'\t>mint>.



FirstAmerican Tide lInsurance Company

INTER-OFFICE COMMUNICATION

DATE: October 19, 1993
FROM: LISA DOWNER
OFFICE: SEATTLE

TO: LYNNE HART
OFFICE: ANCHORAGE

SUBJECT: WASHINGTON, OREGON AND CALIFORNIA "GOOD FUNDS" LAWS

PER YOUR REQUEST, ENCLOSED PLEASE FIND DOCUMENTATION ON THE ABOVE
REFERENCED SUBJECT. |1 HOPE THIS WILL BE OF ASSISTANCE TO YOU. SHOULD YOU
HAVE ANY FURTHER QUESTIONS PLEASE DO NOT HESITATE TO CONTACT THIS OFFICE.

LMD

ENCLOSURE



Frst American Title Insurance Company of Oregon

ed sname nt TITLE INSURANCE COMPANY OF OREGON

LEGAL DEPARTMENT

Donald D. McKelvey, Counsel 200 SW MARKET STREET. SUITE 250 Tracey Rohrberg, Legal Asst.
Direct Dial 790-1800 PORTLAND. OREGON 97201-5730 Direct Dial 790-1803

John D. Dobson. Associate Counsel
Direct Dial. 790-1801

Kindra K Lizarraga, Legal Asst.
Telephone (503) <.22-3651 Direct Dial 790-1804
FAX (503) 790-1805

Larry Christensen. Regional Chief Title Officer
Direct Dial 790-1802

DATE:

FROM:

OFFICE:

TO:

RE:

MEMORANDUM

October 14, 1983
John D. Dobson, Vice President
Legal Department

Lisa Downer J

Good Funds Regulation in Oregon and Washington

Enclosed is the material you requested concerming "Good Funds" in Oregon It is controlled by
regulations issued by the Real Estate Division, the same good folks who regulate escrons in this
state. In essence, the regulation requires that we have a "sufficient credit balance” and allows
the bank to inform us as to when thet point is reached; \e., when the bank says we have good
funds, we have good funds. Also enclosed is the meterial | received from Santa Ana conceming
California legislation and good funds. In California, the metter is controlled by statute. As |
mentioned on the phone, | assure you have the Washington metenial. As always, if | can be of
further assistance, please feel free to contact me.



FUNDS AVAILABILITY SCHEDULE
l. NEXT BUSINESS DAY AVAILABILITY: Except as provided in Il and IV below, funds from

.ic following will be available by the business day after the business day of deposit, if each of the
(licated requirements is met with respect to the item:

Endorsed with Deposited with Deposited in

recourse only special payee’s
Type of Deposit by the Payee deposit slip account
Cash Deposits
Wire transfers
U.S. Govt, checks X X
State of Oregon checks X X X
Oregon local govt, checks X X X
Checks drawn on depository bank X X
Cashier's certified, teller's checks X X X
1st $100 of any other check(s) X X X

[l.  OTHER CHECKS: Except as provided in I1l and 1V, funds from checks which are not covered
by | above will be available as follows:

Type of Check Funds Availability
Drawn on local depository institution By 3rd business day after business day of deposit
Drawn on norHocal depasitory institution By 7th business day after business day of deposit

/ TI. NEW DEPOSITORS*: Different rules apply to deposits by new depositors during the first 30
after the account is opened:

Type of Deposit Funds Availability

Cash and Wire Transfer Deposits By business day after business day of depaosit
U.S. gowvt., State of Oregon, Oregon local govt.,

cashier’s, certified, teller's and depaository checks

meeting requirements indicated in | above, and

traveler’s checks:
- 1st $3000 deposited within the 3D days By business day after business day of depaosit
-any remainder over S3000 By 9th business day after business day of depaosit
Other checks and items No deadline for funds availability

IV. EXCEPTIONS: The depaository institution is not required to meet the funds availability deadlines
set forth in 1, 11 and 1l in the folloming cases:

- deposits to ATM’s not owned by the depository institution

- deposits of large* or redeposited checks

- depasits to accounts with repeated overdrafts

- deposits of checks which the institution has reasonable cause to believe are uncollectible

- depaosits during emergency conditions

- Oeposits as to which the depository institution and customer have agreed to a longer funds
availability period.

V. ADDITIONAL INFORMATION: THIS NOTICE MERELY SUMMARIZES THE
ADMINISTRATIVE RULE ADOPTED BY THE DIVISION OF FINANCE AND CORPORATE
SECURITIES. A COMPLETE COPY OF THE RULE MAY BE OBTAINED FREE OF CHARGE FROM
THIS DEPOSITORY INSTITUTION UPON REQUEST.



First American Title Company

INTER-OFFICE COMMUNICATION

Date: April 24, 1986

FROM: CLIFFORD L. MORGAN

Office: Santa Ana - Staff

TO: CALIFORNIA MANAGERS

Office:

Subject: GOOD FUNDS (SB 1550) CHAPTER 1004 STATUTES OF 1984

As you recall, in 1984 the Legislature passed a law which is commonly
referred to as "Good Funds", SB 1550. This law, among other things,
delt with checks both in-state and out-of-state which are presented
in our escrows or subescrows. This law as we have stated in previous
memos, requires all checks to be deposited into your escrow depository

account bank before any disbursements are to be made.

With respect to in-state checks the Department of Insurance in Bulle-

tin No. 85-6 dated April 12, 1985 stated in pertinent part in para-
graph 3b that; "A Corporation or personal check may not represent

"Good Funds" until it clears. Thus, if you accept such a check, you
should wait until funds are collected before disbursements are made;

as an alternative, encourage customers to make arrangements to fund
escrows with cashier's checks, certified checks or wire transfern™".

As for out-of-state checks, even though they have been deposited with
your escrow depository account bank, disbursements can not be made

until the funds derived from that check are "available for withdrawal
as a matter of right". Any questions you have on a particular trans-
action involving an out-of-state check as to when the funds will be

available for withdrawal as a matter of right, should be directed to

your escrow depository account bank.

In another area the bulletin from the Department of-lnsurance states;

"The practice of closing an escrow and disbursing with funds still to

°>’me from a lender (who requires recording information to be supplied
.or to actually drawing its check) is a violation of the law and is
ebate. The penalty for such rebates may be as much as five times
i amount of money involved".

1281 (1/75)



California ilanacer
April 24, 1986
Page Two
Information we have received from a very good source indicates that
a small Underwritten Title Company in Los Angeles County was recently
audited by the Department of Insurance. The Department took roughly
six weeks to complete its audit. The purpose of the audit, we are
told, was to check for compliance with SB 1550 and the laws pertaining
to "Good Funds". It is reported that this small Underwritten Title
Coiapany has been fined 3 million dollars for violations of the
"Good Funds'l law.
Obviously, fines assessed have something to do with volume and the
amount of money passing through our escrows and subescrows where
compliance with the law is wanting.
Attached is a copy of the Insurance Department's Bulletin No. 85-6
which |1 am requesting you to review so that you can make sure your
office is complying with the "Good Funds" law.
Our source of information regarding the activity of the Department
of Insurance indicates that the Department has expressed an inten -
tion of auditing many, if not all, of the title companies in this
State for compliance with the "Good Funds" statutes and the Depart-
ments bulletin pertaining thereto.
If you have any questions regarding this matter, feel free to
contact Oscar Beasley or myself here in the Home O ffice.
CLM:kb
Enclosure
cc: Don Kennedy

Park Kennedy

Oscar Beasley

Staff

California Regional Counsel



GOOD FUNDS LAW FOR THE STATE OF WASHINGTON

PURSUANT TO ROW 18.44.070 AS AMENDED JUNE 7, 1990:

EVERY CERTIFICATED ESCROW AGENT SHALL KEEP ADEQUATE RECORDS OF ALL
TRANSACTIONS HANDLED BY OR THROUGH THE AGENT INCLUDING ITEMIZATION OF ALL
RECEIPTS AND DISBURSEMENTS OF EACH TRANSACTION, WHICH RECORDS SHALL BE OPEN TO
INSPECTION EY THE DIRECTOR'S AUIHORIZED REPRESENTATIVES.

EVERY CERTIFICATED AGENT SHALL KEEP A SEPARATE ESCROW FUND ACCOUNT IN A
RECOGNIZED WASHINGTON STATE DEPOSITORY AUIHORIZED TO RECEIVE FUNDS, IN WHICH
SHALL BE KEPT SEPARATE AND APART AND SEGREGATED FROM THE AGENT'S OWN FUNDS, ALL
FUNDS OR MONEYS OF CLTENTS WHICH ARE BEING HELD BY THE AGENT PENDING THE CLOSING
OF A TRANSACTION AND SUCH FUNDS SHALL BE DEPOSITED NO LATER THAN THE FIRST

BANKING DAY FOLLOWING RECEIPT THEREOF.

AN ESCROW AGENT, UNLESS EXEMPTED BY ROW 18.44.020(2) (THAT IS, ATTORNEYS
IN THE PRACTICE OF IAW), SHALL NOT MAKE DISBURSEMENTS ON ANY ESCROW ACCOUNT
WITHOUT FIRST RECEIVING DEPOSITS DIRECTLY RELATING TO THE ACCOUNT IN AMOUNTS AT
LEAST EQUAL TO THE DISBURSEMENTS. AN ESCROW AGENT SHAT.T, NOT MAKE DISBURSEMENTS
UNTIL THE NEXT BUSINESS DAY AFTER THE BUSINESS DAY ON WHICH THE FUNDS ARE
DEPOSITED UNTFSS THE DEPOSIT IS MADE IN CASH. BY INTERBANK FT.FCTRONIC TRANSFER.
OR IN A FORM THAT PERMITS CONVERSION OF THE DEPOSIT TO CASH ON THE SAME DAY THE
DEPOSIT IS MADE. THE DEPOSITS SHALL BE IN ONE OF THE FOLLOWING FORMS:

(1)  CASH;

(2) INTERBANK ELECTRONIC TRANSFERS SUCH THAT THE FUNDS ARE
UNCONDITIONALLY RECEIVED BY THE ESCROW AGENT OR THE AGENT'S

DEPOSITORY;

(3) CHECKS, AND CERTIFIED CHECKS THAT ARE PAYABLE IN WASHINGTON STATE AND
DRAWN ON FINANCIAL INSTITUTIONS LOCATED IN WASHINGTON STATE; OR

(4) CHECKS, NEGOTIABLE ORDERS OF WITHDRAWAL, MONEY ORDERS, AND ANY OTHER
ITEMS THAT HAVE BEEN FINALLY PAID AS DESCRIBED IN RCW 62A.4-213
BEFORE ANY DISBURSEMENT,; OR

(5) ANY DEPOSITORY CHECK, INCLUDING ANY CASHIER'S CHECK, CERTIFIED CHECK,
OR TELLER'S, WHICH IS GOVERNED BY THE PROVISIONS OF THE FEDERAL
EXPEDITED FUNDS AVAILABILITY ACT, 12 U.S.C. SECTION 4001 ET. SEQ.

THE WORD "ITEM" MEANS ANY INSTRUMENT FOR THE PAYMENT OF MONEY EVEN THOUGH IT IS
NOT NEGOTIABLE, BUT DOES NOT INCLUDE MONEY.

VIOLATION OF THIS SECTION SHALL SUBJECT AIll ESCROW AGENT TO PENALTIES AS
PRESCRIBED IN TITLE 9A RCW AND REMEDIES AS PROVIDED IN CHAPTER 19.86 RCW AND
SHALL CONSTITUTE GROUNDS FOR SUSPENSION OR REVOCATION OF THE REGISTRATION OR
LICENSE OF ANY CERTIFIED ESCROW AGENT.



As Adopted Hay 31, 1988
Real Estate Commissioner
Effective July 1, 1988

ACCOUNTING PRACTICES
863-50-055(1) A check, shall not be (drawn, executed, or
dated] disbursed prior to the existence in the individual escrow
account or a bank, escrow account against which it is drawn,

executed, or dated, of a sufficient credit balance to cover the

check..
(2) Transfer of funds between individual <closing escrow
accounts may not be accomplished by ledger entries alone. The

transfer must be accompanied by written checks and receipts charg-
ing and crediting the appropriate escrow account or by a written
transfer form filed in each of the escrow accounts involved. A

transfer form shall contain the date of the transfer, the amount

of funds being transferred, the identity of the escrow accounts
being debited and credited, and the signature of a person autho-
rized to sign checks on tho escrow bank account. Transfer forms
may be used only where the escrow accounts involved in the transfer
are closed through the same bank account. The authorization for
the transfer must be placed in each escrow file involved.

(3) Transfers between collection escrow accounts may be made
by ledger entries alone. The entries must identify the transaction
and be made on each affected Iledger account. Transfer authoriza-
tion must be filed in each escrow account.

(4) An escrow agent shall not withdraw or transfer money from
any individual escrow account or bank escrow account [in excess of

the amount to the credit of 3uch account at the time of] prior to



the existence In the individual escrow account or bank escrow
account of a sufficient credit balance to cover the payment or
transfer,

(5) Escrow fees from a closing escrow shall not be withdrawn
from the closing escrow account wuntil it is ready for closing
pursuant to the writtenescrow instructions. The fees must be
withdrawn no later than the date of other final disbursements from
the account. The fees may be posted to a separate fee ledger. If
the fees are posted toaseparate fee ledger, the fees must be
withdrawn at least once each month. Unlesstransferred to a
control account, the check, or voucher wused to withdraw closing
escrow fees shall disclose the escrow number and amount for each
fee withdrawn.

(6) Escrow fees fromm a collection escrow shall be withdrawn
from the collection escrow account when the collection service has
been performed. The fees may be posted to a separate fee ledger.
If the fees are set aside in a separate fee ledger, the fees must
be withdrawn at least- once each month. Unless transferred to a
control account, the check, or voucher used to withdraw collection
escrow fees shall disclose the escrow number and amount for each
fee withdrawn.

(7) Only funds received as part of an escrow transaction may

be deposited in the "Escrow" or "Trust" account established under

ORS [696.560] 696.578.

(8) All  funds deposited in a "Trust" or "Escrow" account
established under ORS [696.560] 696.578 shall be withdrawn, paid

out, or transferred to other accounts as specified in the written
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escrow instructions of the principals to the escrow transaction
directed to tne escrow agent or pursuant to order of a court of
competent jurisdiction.

(9) All receipts and disbursements of escrow funds shall be
posted in the escrow ledger, or with the written permission of the
Commissioner, on a separate po«.ing sheet in the escrow file as of
the dete of the transaction, without regard to the date of posting.

(10) Anescrow agent shall provide the Commissioner upon the
Commissioner's request with a continuing authorization to certify
the actual balance in any "Escrow" or "Trust" account of the escrow
agent established under ORS [696.560] 696.578. The authorization
shall be filed in the depository in which the account is maintained
and a copy of the authorization shall be filed with the
Commissioner.

(11) Upon request by an authorized representative of the
Commissioner, an escrow agent must demonstrate that a "sufficient
credit balance” existed in an individual escrow closing account
prior to any disbursement by Producing documentation and financial
records showing that:

(a) Theclient's trust funds deposited into a clients' trust
account andcredited to the individual account were collected and
available for disbursement; and

(b) The disbursement of these funds did not involve the use of
any other client's trust funds deposited into a clients' trust

account and credited to any other individual escrow closing

account.



§ 12412

one or more title insurers" or between one or
more title insurers and one or more underwrit-
ten title companies, "if such division does not
constitute an unlawful rebate as defined by
Section 12404.5".

The 1965 amendment substituted “between
title insurers or between title insurers and un-
derwritten title companies or between under-
written title companies" for “between two or
more title insurers or between one or more
title insurers or between one or more title
insurers and one or more underwritten title
companies”; and inserted “or prohibited by
Section 12405.7", deleted "or the certificate"
following "examination" in the former second
sentence, and added the former third sentence
(see text set out, post).

The 1982 amendment inserted “, for work
and services actually perfomed" following
“fees or charges"; inserted “is" preceding “pro-
hibited by"; and created two sentences out of
the former first sentence by the substitution of
“or 12408.5. However," for "; provided that";
and deleted the former third sentence which
read:

TITLE INSURANCE
Dlv. 2

"Notwithstanding the other provisions of this
article no title insurer, no controlled escrow
company and no underwritten title company
shall pay any commission for the solicitation
or negotiation of title policies, indorsements.
guarantees and any other forms of title servic-
“oon

The 1985 amendment substituted the second
sentence for the former second and third sen-
tences which previously read:

“However, a title insurer shall specify on any
title policy issued by it, either in a single or
amount or by itemization, the entire charge
made to obtain such title policy, including the
charges made by any underwritten title compa-
ny for the title search, title examination, certif-
icate or abstract of title upon the basis of
which such title policy is issued. If so sped

*n a single amount, such charge shall be
clearly described as the total charge for both
*hc title insurance fee and the title search or
examination, or abstract of title, as the case
may be- of any underwritten title company."”,

Pcrivatlon; Former § 750.1, added by Stats,
1947. c. 628, p. 1634, 8§ 1

Library References

Background and general effect of 1965
amendment. Rev. of 1965 Code Leg.
(Cont.Educ. of Bar, 1965) page 160.

8 12413. Disbursements from escrow accounts; conditions precedent
(a) No title insurance companY, controlled escrow company, or underwrit-

ten title company shall dishurse

unds from an escrow account until items or

drafts in an amount sufficient to fund any disbursements from the account
have been received and deposited to the account or submitted for collection.

(b) Except as provided in Section 12404, where a draft, other than a share
draft, has been received and submitted for collection, no title insurance
company, controlled escrow company, or underwritten title company shall
disburse funds from an escrow account with respect to the draft until the
proceeds of the draft have hecome available .for withdrawal as a matter of
right from the financial institution to which the draft has been submitted for
collection.

(c) Exceptas provided in Section 12404, where an item which is drawn on
an office of a financial institution which is located in a state other than this
state, has been received and deposited to the escrow account, no title insur-
ance company, controlled escrow company, or underwritten title company
shall dishurse funds from the escrow account with respect to the item until
the proceeds of the item have become available for withdrawal as a matter of
right from the financial institution to which the deposit was made. For the
purposes of this subdivision, "item" does not include any category of checks
which has been found by the commissioner, in response to an application: (1)
to be drawn by a financial |nst|tut|on90|nsured by the Federal Deposit Insur-
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ance Corporation or the Federal Savings and Loan Insurance Corporation, (2%
to qualify for use in interbank settlements in accordance with Section 4211 o

the Commercial Code, (3) to be drawn on an insured bank which is located in
a Federal Reserve city or which has a routing and transit code on the face of
the check which is identified as a high dollar group sort clearing ﬁoint by the
Board of Governors of the Federal Reserve system, and (4) to be shown on the
basis of verifiable information to be collected by depository banks within the
same time or less as generally occurs for items drawn on California institu-
tions. For the purposes of this subdivision, "Federal Reserve city" is a city in
which is located a Federal Reserve Bank or branch thereof.

(d)  For purposes of subdivisions (b) and (c), "available for withdrawal as a
matter of right" means the following:

(lL For any item or draft, other than a share draft, when the item or draft
has been submitted for collection and payment received.

(2) For any deposited item, the earlier of:

(A When final settlement has occurred.

~(B) Unless written notification has been received from the financial institu-
tion to which the deposit was made establishing a longer period, for any item
drawn on a state or federal saving and loan association or state or federal
savings bank located in a state other than this state, that period established by
regulations, issued pursuant to Article 1.3 (commencing with Section 866) of
Chapter 7 of Division 1 of the Financial Code by the department having
regulatory authority over the financial institution to which the item was
deposited, as a reasonable time for permitting customers to draw on the item
which was drawn on a financial institution located in a state other than this
state, notwithstanding any provision in the regulations limiting their applica-
tion to items having a face amount less than a stated amount.

(C) Unless written notification has been received from the financial institu-
tion to which the deposit was made establishing a longer period, for any item
drawn on a state or national bank located in a state other than this state, that
period established by requlations, issued pursuant to Article 1.8 (commencing
with Section 866) of Chapter 7 of Division 1 of the Financial Code by the
department havmg.regulator}” authority over the financial institution to which
the item was deposited, as a reasonable time for permitting customers to draw
on the item which was drawn on a financial institution located in a state
other than this state, notwithstanding any provision in the regulations limit-
ing their application to items having a face amount less than a stated amount.

(D) Unless written notification has been received from the financial institu-
tion to which the deposit was made establishing a longer period, for any item
drawn on any state or federal credit union located in a state other than this
state, that period established by requlations, issued pursuant to Article 1.8
Ecommencmg with Section 866) of Chapter 7 of Division 1 of the Financial
ode by the department havmg regulatory authority over the financial institu-
tion to which the item was deposited, as a reasonable time for permitting
customers to draw on the item Whlcglwas drawn on a financial institution
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located in a state other than this state, notwithstanding any provision in the
regulations limiting their application to items having a face amount less than
a stated amount.

(E) ~ When the financial institution to which the item has been deposited
considers the item available for withdrawal as a matter of right, and when a
final settlement will occur, as indicated to the tide insurance company,
controlled escrow company, or underwritten title company, in writing, by the
depository financial institution with respect to that item or type of item.

i)e) As used herein, the deposit to an escrow account of an item, or the
submission for collection of an item, shall be deemed to have occurred on the
date denominated the day of deposit as set forth in the regulations adopted
pursuant to Article 1.8 (commencing with Section 866) of Chapter 7 of
Division 1 of the Financial Code, applicable to the financial institution to
which the item is deposited or submitted for collection by the title insurer,
controlled escrow company, or underwritten title company.

(f) For purposes of this section, the term "escrow account” means any
depository account with a financial institution to which items or drafts are
deposited with respect to anr transaction wherein one person, for the purpose
of effecting the sale, transter, encumbering or leasing of real or personal
property to another person, delivers any written instrument, money, evidence
of tide to real or personal property, or other thing of value to a third person
to be held by such thlrd_Berson until the happening of a sgecme_d event or the
performance of a prescribed condition, when it is then to be delivered b%/ such
third person to a grantee, grantor, promisee, Promisor, obligee, obligor,
bailee, bailor, or any agency or employee of the latter.

(9) For purposes of this section, the term "item” means any check (includ-
ing a cashier's check), negotiable order of withdrawal, share draft, traveler's
check, or money order.
~(h) For purposes of this section, the term "financial institution" means any
financial institution: (1) whose accounts are insured by either the Federal
Deposit Insurance Corporation, the Federal Savings and Loan Insurance
Corporation or the National Credit Union Administration, or (2) which is
subject to the jurisdiction of either the Comptroller of the Currency, the
Federal Home Loan Bank Board, or the National Credit Union Administra-
tion, or (3) is located in a state other than this state, and does not meet the
requirements of paragraph (1) or (2), but is subject to the jurisdiction of the
state with which it is located by an agency having authority comparable to
that of either the State Department of State Banking, Department of Savings
and Loan, or Department of Corporations.

() No title insurance company, controlled escrow company, or underwrit-
ten title company shall be liable for a violation of this section if the violation
was not intentional or resulted from a bona fide error notwithstanding the
maintenance of procedures reasonably adapted to avoid that error. Examples
of bona fide errors include, but are not limited to clerical, calculation,
computer malfunction and programmgi?g, and printing errors.
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(j) Nothing in this section shall be deemed to prohibit the recordation of
documents prior to the time funds would be available for disbursement with
respect to a transaction provided the parties to the transaction consent in
writing prior thereto.
(Added by Stats. 1984, c. 1004, 8§ 2. Amended by Stats.1985, c. 471, § 1; Stats.1987, c.
1502, § 1.)

Historical Note

The 1985 amendment inserted subd. "which is drawn on"; inserted the second and
(d)(2)(E), relating to availability for withdraw- third sentences of subd. (c) defining "item" and
al and final settlement. "Federal Reserve city"; and made a nonsub-

The 1987 .mendment, in the First sentence of stantive change in punctuation,
subd. (c) deleted “or issued by" following

Library References

Words and Phrases (Perm.Ed.)

8§ 12413.5. Deposit of escrow funds

Al funds received in connection with any escrow conducted by a title
insurance company, controlled escrow company, or underwritten title compa-
ny shall be deposited in a separate depository account in a bank or savings
and loan association, and the funds so deposited shall be the property of the
person or persons entitled thereto under the provisions of the escrow and
segregated escrow by escrow in the records of the title insurance company,
controlled escrow company, or underwritten title company. The funds shall
not be subject to any debts of the title insurance company, controlled escrow
companx, or underwritten title comﬁ_any and shall be used only to fulfill the
terms of the individual escrow for which the funds were accepted and none of
the funds shall be utilized until the conditions of the escrow have been met.
AnK interest received on funds deposited in connection with anY escrow
which are deposited in a bank or savings and loan association shall be paid
over by the escrow to the depositing party to the escrow unless the escrow is
otherwise instructed by the depositing party, and shall not be transferred to
the account of the title insurance company, controlled escrow company, or
underwritten title company.
(Added by Stats. 1984, c. 1004, § 3.)

Library References

Deposits and Escrows <€=13. 14.
CJS. Depositaries 88 5, 6, 7, 8.

Article 6.7
HEARINGS, PROCEDURE, AND JUDICIAL REVIEW

Section

12414.13. Request for review; denial; complaint; request for hearing.
12414.14. Notice to correct noncompliance.

12414.15. Public hearing; notice. 93



STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE
' 1
100 Van Ness Avenue /W 7'9ﬂ5
San Francisco, CA 94102

HF UNITes 1Y)

Sufietin No'. 85-6
April 12, 1985

T0: All Title Insurers, Underwritten Title
Companies, Controlled Escrow Companies
And Other Interested Persons

SUBJECTt Chapter 1004, Statutes of 1984 - Escrow Float

Legislation - Amended California Insurance Code
Section 12389 And New Insurance Code Sections 12413
and 12413.5
Senate Bill 1550 (Keene), Chapter 1004, Statutes of 1984, which amended

Section 12389 of the California Insurance Code and added Sections 12413 and
124135 to the California Insurance Code, became effective as law on January 1,
1985. As a result of the new law, all title insurers, underwritten title
companies and controlled escrow companies (hereinafter "title entities"),
which engage In the business of conducting escrow and subescrow transactions,
may be vrequired to substantially alter their business practices relative to
the disbursement of escrow funds.

This bulletin's purpose is to address numerous Issues with respect to the new
Jaw and to emphasize the importance this Department assigns to practices
adopted by all title entities relative to achieving strict compliance with the
requirements of the law, particularly Sections 12413 and 12413.5. To this

end, please be informed that, In  the future, audits of title .entities
conducted by the Department of Insurance will Include substantial reviews of
title entities' procedures and practices In handling escrow funds for the
purpose of determining compliance with the requirements of the law. The
intent of Sections 12413 and 12413.5 is to provide maximum assurance to
members of the public that their funds will not be placed in jeopardy when

entrusted to a title entity in the course of a real estate escrow transaction;
we expect that intent to be foremost In the minds of directors, officers and

employees of all title entities during the course of any escrow.
Some specific points to bear In mind with respect to the law:

1. The escrow Instructions are ultimately controlling and may require
all items, regardless of whether they are in-state or out-of-state
items, to be available for withdrawal as a matter of right

"m (defined in paragraph No. 4 below) before recordation and any
disbursement may be made. "Items" as wused In this paragraph and
throughout this bulletin is defined In new Section 12413(g) of the
California Insurance Code and means “"checks (Including cashier's
checks), negotiable orders of withdrawal, share drafts, traveler's
checks, or money orders."”



2.

3.

4.,

5.

The provisions of Sections 12413 and 12413-5 apply to subescrows
as well as escrows conducted by title entities.

The new law provides that where in-state items are received for a
particular escrow account, funds shall not be dishursed from such
escrow account wuntil such items have been deposited into such
account, Precautions should be taken before disbursing on such
deposited items and we recommend that the following procedures be
followed to protect yourself as an escrow/subescrow agent;

a. A financial institution check should be verified with a
responsible officer of the drawee institution to assure
that no stop payment has been placed on the check; in
addition, a confirmation should be obtained that there
will not be a stop payment placed on It.

b. A corporate or personal check may not represent "good
funds™ until it clears. Thus,if you accept such a
check, you should wait until funds are collected before
dishbursements are made; as analternative, encourage
customers to make arrangements to fund escrows with
cashier's checks, certified checks or wire transfers.

The new law provides that where out-of-state items are deposited
into an escrow, no funds shall be dishursed with respect to such
items until theproceeds thereof have bhecome available for
swithdrawal as a matter of right from the financial institution in
which the items .were deposited. “Available for withdrawal as
matter of right" means th”™ aarllfic af when final settlement has
occurred or when time periods for availability of funds on
deposited items have elaosedT Suchtime periods, which are
commonly known as hold periods, are set forth in regulations which
have been issued by the Superintendent of Banks and the Savings and
Loan Commissioner and generally rangefrom 8 to 10 businessdays.
Title entitles should ascertain the exact time of final settlement
for items drawn on specific out-of-state institutions from those
financial Institutions where escrow accounts are maintained.
Please bhe advised thatthe final settlement on out-of-state items
may occursubstantially earlier than the hold periods set forth in
the regulations of the Superintendent of Banks and the Savings and
Loan Commissioner.

Questions have arisen with respect to the applicability of the new

law, particularly the hold periods, to certain payment systems
operated by major out-of-state financial Institutions. According
"{+to the Superintendent of Banks' interpretation of his regulation,
items from such payment systems may be considered available
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7. The new law requires that all drafts, whether drawn on a financial
institution located within or outside of California, be sent for
collection and cleared funds be received into the escrowholder's
trust account prior to recording documents and disbursing funds.

This Department is most concerned that title entities comply with the overall
Intent of the new law and curb their past abuses with respects to escrow trust

accounts. As escrow/subescrow agents, you are fiduciaries to the principals
of escrows. You owe the highest degree of care and duty to those who entrust.
you to handle their gscrow transactions. By closing an escrow on-
“insufficient funds", you may be held to have wviolated this duty, thus,!
subjecting your companies to adverse regulatory action and substantial;
monetary fines as well as potential civil liability.

BRUCE BUHNER
Insurance Commissioner
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reporting entity has an agreement, written or otherwise, whereby title orders are traded or otherwise
exchanged in oider to achieve compliance with this article.

(Added by Stats.1989, c. 344, § 1.) '

§ 12397. Intent to compete for title insurance; plans to limit orders from controlled business
sources o ’

N (<Any applicant..for a-license shall.indicate the applicant's intent to artwdy -compete in the
marketplace'for'title insurance In 'each county’in which" the Spplicant'seeks to'dr tfoS'crinddct the
- business of title insurance.,,Therfadure to so indicate shall constitute grounds for denial of the
license. Each applicant foe a license shall also demonstrate that its plan of operation and intended
course of business conduct will not involvercliance for more than 50 percentof its closed title orders

from controlled business sources. WL .. - *

(Added by Stats.1989, c. 344, § 1.) . ro=lio.... .

§ 12397.5. Recordsand reports; competitive activity; source of title orders; measure ofcompel*
o . ' itlve'behavior; exemptions Loee 1 :

(@) Each licensee shall make submissions as are required by the Department of Insurance to
enable the department to determine the nature and extent of the licensee's efforts to actively
compete’in M~ ’cbahrirTn wTucKit transacts its business.-" Thc licensee shall maintain recbrds-bf its
title orders sufficient to indicate the source of the title orders.

(b) Competitive behavior shall be measured by the source of closed title orders in each county in
which the b'ccnsee engages in the. title business and by the entity’s progress toward meeting the 50
percent objective;BpetiCed in Section 12397, as indicated in the annual,-.verified report filed pursuant
to subdivision (¢). %' ¢ w1 ? e, B A .

.(c).Within 90 days following the end of each business year, as established by the licensee, each
Ucensee shall file with the commissioner, and any title insurer,with which the. licensee maintains an
underwriting agreement, a verified report executed by the licensee's chief executive officer or his or
her designee under penalty of perjury, staring the percent of closed-title orders for each county
originating from controlled and noncontrolled business sources. Each title insurer that maintains an
underwriting agreement with another licensee shall, within 30 days after receipt of this report, file
with the commissioner a verified statement, signed by the licensee's chief executive officer or by his
or her designee under penalty of perjury, that the report is substantially correct or that insufficient
information is contained in.the report to enable an opinion to be formed concerning the correctness of
the report. '

. (d) Upon receipt by the department of a verified statement, signed under penalty of perjury, that
less than 5 percent of the business a-licensee transacts emanates from controlled business sources,
the Ucensee shall be reb'eved of further reporting under this article, but shall be subject to reporting
under subdivision (c) at any time that 5 percent or more of the business which the licensee transacts

emanates from controlled business sources.
(Added by Stats.1989, c. 344, § 1)

§ 12398. Failure to comply with article requirements

The failure of an applicant or Ucensee to comply with any of the requirements of this article shall
be grounds for the denial of an appUcation for a license, the suspension or revocation of an issued
iicense, or other disciplinary action determined by the commissioner, in accordance with procedures

prescribed by law therefor.
(Added by Stats.1989, c. 344, § 1)

§ 12399. Scope of article

Nothing in this.article shall limit or preclude the consideration or approval of an appUcation for a
license, except as expressly provided in this article.
(Added by Stats.1989, c. 344, § 1)

ARTICLE 6. REBATES AND COUMSSIONS

Section
12413.1. Disbursements from escrow accounts; time; violations; liability; recordation of doc-

uments; construction with other laws. [New]
12413.2. Deposit of items or drafts; time; definition of item.

Additions In text are Indicated by underline; deletions by asterisks * * *
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INSURANCE CODE § 12413.1

§ 12404.1. Preliminary report; charge; waiver

The furnishing, of a' preliminary report by any title insurer, controlled escrow company or
underwritten title'company, without charge to any person shall constitute a violation of Section
12404..".The charge for a preliminary report shall have a reasonable relation to the cost of production
of the'report but in no .event shall it be less than tho rate for a standard owners pob'cy, minimum
liability, S3 set forth in the company’s rate schedule. After bQling any person for a preliminary
report the title insurer, controlled escrow company or underwritten title company shall promptly
make a good faith.attempt to collect; provided, however, that notwithstanding.*.*, * Section 12404,
but without limiting the applicability of that section to other transactions, this charge may.be waived
or canceled, if the company followB uniform practices as to all customers under like circumstances.

(a) After the issuance of the preliminary report, but before the charge is waived or canceled, the
files of the issuing company contain a copy of a bona fide sale3 or exchange agreement, or loan
commitment executed by the party or parties in interest relating to the property described in the
report, and the sale, exchange, or loan is not consummated. \ ee -

(b) When the preliminary report so furnished contains a lien or encumbrance or other title defect
which the issuing company has refused to eliminate from its pob'cy of title' insurance or to provide
insurance against loss by reason thereof, and another title insurance company has eliminated the Gen
or encumbrance or other title defect from its poh'cy of title insurance or provided insurance against
loss resulting therefrom within a reasonable period of time from the date of the issuance of * * * the
preliminary report ' [ ]

' The furnishing of'file name of the owner of record land the record description of any parcel'of real
property shall not be deemed to be a violation of Section 12404. Lol

(Amended by Stats.1989/'c.'598, § 1.) . " . * .
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§ 12413.1. Disbursements from escrow accounts; time; violations; liability; recordation of
documents; construction with other laws

No title insurance company, controlled escrow company, or underwritten title company shall
disburse funds from an escrow account until the day established by the following:

(a) Except for funds deposited by cash or by electronic payment, deposits accorded next day
availability pursuant to Part 229 of Title 12 of the Code of Federal Regulations may not be disbursed
until the business day following the business day of deposit. >

(b) Except for drafts, deposits not accorded next day availability pursuant to Part 229 of Title 12
of the Code of Federal Regulations shall not be disbursed until the day on which these fund3 must be
made available to depositors under the federal regulation specified in this subdivision.

(c) Funds deposited by cash or by electronic payment may be disbursed following deposit on the
same business day as the business day of deposit.

(d) Notwithstanding the provisions of subdivision (b), deposits other than drafts may be disbursed
on the business day following the business day of deposit if the financial institution to which the
funds have been deposited informs the title insurance company, controlled escrow company, or
underwritten title company in writing that final settlement has occurred on the deposited item.

Additions In text are Indicated by underline; deletions by asterisks * * *
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§ 12413.1 INSURANCE CODE

(e) Where a draft, other than a share draft, has been received and submitted for collection, no title
insurance company, controlled escrow company; or underwritten title company shall disburse funds
from, an escrow, account with .respect to .the draft .until the .proceeds of the draft have, become
available for withdrawal.from the financial.institution to .which the.draft has been submitted for
.collection." .For purposes of this subdivision, "available for.withdrawal"..means when the .draft has
been.submitted for collection and payment-received.;.Notwithstanding. thi3 subdivision, disbursement
of funds represented ,by share .drafts shall,be'governed'by subdivisions (b) apd/(d)ij'if/fapplicable.

(1) For purposes ofthis section,."escrow account” 'means-any depository account with-a-financial
institution to which funds are deposited with respect to any transaction wherein one. peraonjfor the
purpose of effecting the -Bale, transfer, encumbering or. leasing of real, or personal property to
another person, delivers any. written instrument, money, evidence of title to real or.peraonal property,
or other thing, of .value to a third person to be held by that"third person until the happening of a
specified event or the performance ofa prescribed condition/when it is then to be delivered by that
third person to a grantee, grantor, promisee, .promisor, obligee, obligor, bailee, bailor, or any agency

or.employee of.the latter,., ! L. / .
i %k ’ Vo otk A7l * « |V =

.i,(g) Except as.provided ;m sublels}én (h) forjpurposes of this, section; ahy.word or'tern,used
herem\or ralevant,to .interpretation: of .this ;sectidn,. including,, but'not limited, to,""available for
swifbdrawaX” "diec”""4!«lectronic.payment;" im.d/.‘business.day,” whid; is defined In Part.229 ofTitle
12;0f the Code of.Federal .fegidations'on 1990, 'shall have the.ineahing.Uiere givenas. the
regulations existed on January 1,1990. m. ~ e Vi
iu.(b);(For, purposes oflthmjseotio.n,. “ financial,institution” jm « **y wWi” n ~ .mstitation. specified in
Section 12413.5.irt-; vt u ; C .d.-IDi.ili i) ide-~tVale J.t- ¢

(i) No title insurance company, controlled escrow company, or underwritten title companyshall be :
liable for a violation of this section if the violation was not intentional or resulted from a bona fide
error notwithstanding the maintenance of procedures reasonably adapted.,to‘.avoid that error.

Examples of bona fide errors include, but are not limited to, clerical, calculation, computer malfunc-

tion,and programming, and printing errors. X

0 Nothing in this section shall be deemed to prohibit the recordation'of documents prior to the
time funds are available for disbursement with respect to a transaction provided the parties to the
transaction consent in writing prior thereto.

(k) Nothing in this section.is intended to amend, alter, or supersede other sections of this code, or
other.lawj_pf this state, or .the United Stotes, regarding an escrow holder's duties and obligations.

(Added by.Stats.1989, c. 598, §-3.) = ,

-i- rTIhrtonodNote
T‘“‘§é%%§s% T

s

Deposit of items or drafts; time; of item

§ 12413.2. o 5 i -

Any item or draft received by a title insurance company, controlled escrow companyvor underwrlt-
ten title company in connection with any escrow shall be deposited in, or submitted for collection to, a
financial institution a3 defined-in Section .12413.no, later than ,the .close of .the next ;business day

»«/>, AT L

deflnltlo
u-

following receipt
For. purposes of this section, '-item" means any..check, including a cashier’s check, negotiable order

of withdrawal, share draft, traveler's check, or. money ,order. .
(Added by Stafs.1988, c. 389, § !le)em> :

e ekek K\ ket ok 1 .
§ 1241A-5. Depositofescrow funds . | .o V-

V All funds :received in connection with any "escrow.'conducted by-a. title-insurance company,
controlled escrow company, or underwritten title company shall be deposited in a separate depository
account in a bank or savings and loan association or in an account in an industrial loan company
.insured by the Federal Deposit Insurance Corporation, and the funds so deposited shall bo the
property of the person or persons entitled thereto under the provisions of the escrow and segregated
escrow by escrow in the records of the title insurance company, controlled escrow company, or
underwritten title company. The funds shall not be subject to any debts of the title insurance
company, controlled escrow company, or underwritten title company and shall be used only to fulfill
the terms of the individual escrow for which the funds were accepted and none of the funds shall be
utilized until the conditions of the escrow have been met

Additions In text are Indicated by underline; deletions by asterisks * * *
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INSURANCE CODE § 12692

m- Any interest received on funds deposited in connection with any escrow which are deposited in a
*bankt savings and loan association, or industrial loan company ehall be paid over by .the escrow to the
.depositing party to the escrow unless the escrow & otherwise-instructed .by.the depositing party, and
shall not be transferred to the account of the title insurance company, controlled escrow company, or
underwritten title company.

(Amended by Stats.1989, d 328, § 2.)

PART 6.1. HEALTH DISABILITY INSURANCE CONVERSION

Cass Rifgae* .
LogHemcae iae, anasay e § IBHR2
. - .
§ 12S92. Continuation benefit coverage; duration; eligible dependents; conditions of availabili-
ty of coverage

On and after January 1, 1985, every insurer and nonprofithospital service plan issuing group
disability: insurance wluch covers.hospital,: medical,"or- surgical 'expenses 'shall -offer to- group
policyholders.a enntmtmtion-benefitwhidvif-selected, shall have a'duration of at least 90 days and
which shall be offered consecutively to any federal requirement for continuation benefits.-AThe terms
and.conditions shall include.continuation benefit coverage .for.widows, widowers.,divorced or legally
ccparated auo'uses,-spoiises’ of"'roveri*employees,~becbmmag..entitled td~benefits under Title XVIIL of
the Social Security"Act,-'ana their dependents,-including-, dependent children, who cease to.be
dependent children under the plan, who were covered by the group contract on the date of
termination of coverage: " However. 'any-'existihg"provisions of law' regarding- termination of a
dependent child status shall not be affected by this section. = | >*.

The continuation of coverage shidl be available only under the following conditions;

(3) Those eligible remain within .the State of California,, although the departure of a dependent
child to another state shall not invalidate the continuation provisions for any other family members.

(b) Those eligible do not marry or remarry, although the marriage of any dependent child shall not
invalidate the continuation provisions for other family members. . -

(c) Those eligible are not ebgible for any comparable state, federal, or private group medical plan,
although the eligibility of any dependent child shall not invalidate the. continuation provisions for
other family members.

(d) Those eligible do not find employment with an employer that has a group plan of its own, even
if the plan is less substantive, although the entry into such an employee plan by a dependent child
shall not invalidate the continuation provisions for other family members.

(e) The group policy is not terminated or the employer's participation in the group policy is not
terminated.

(f) Those eb'gible do not knowingly furnish incorrect information or otherwise improperly obtain
the benefits of the plan.

(9) The continuing individual shall pay the premium amount in the manner specified in the group
pobcy for both his or her share of the premium and the group pobcyholder's'share. -if any.

(h) Eb'gible persons under this section shall be notified in the same manner required for conversion
notification’ pursuant to Section 12689. Every insurer shall communicate the availability of such
coverage to all group pobcyholders and to all prospective group pobcyholders with whom they are
negotiating. ' '

(Amended by Stats. 1938, c. 960, § 2.) '

PART 65 CALIFORNIA MAJOR MEDICAL
INSURANCE PROGRAM [NEW]
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First American Title Company

INTER-OFFICE COMMUNICATION

Date: November 19, 1984

FROM: Clifford L. Morgan

Office: Santa Ana - Staff

TO: CALIFORNIA MANAGERS

Office: All California

Subject: SB 1550 CHAPTER 1004 STATUTES 1984 "GOOD FUNDS
LEGISLATION

The above mentioned bill has been signed into lav; by our Governor

and becomes effective January 1, 1985. It impacts upon any escrow

or subescrow handled by a title insurance company, underwritten
title company or controlled escrow company in the State of

California.

This bill was sponsored by the California Land Title Association.
The Department of Insurance had been scrutinizing our industry's
escrow practices very closely and had left us with a very strong
impression that if we didn't "clean up our act”™ they may do it
for us.

This bill in pertinent part added Sections 12413 and 12413.5 to
our California Insurance Code.

The main thrust of the law is in two areas.

1. Cash, checks, money orders and drafts sufficient to cover
all disbursements must be deposited to our escrow depository
bank account before we can record.

2. We must have "good funds™ before we can disburse.

It is very important that information about this new law is given
out to our customers as soon as possible. Attached is a copy of

a NOTICE (Form No. 1157) which you can order from the Home O ffice.
This NOTICE should be handed out and attached to every preliminary
report and commitment you issue. Don't wait until January 1, 1985
to do this.

Currently we are asked to record documents, advance recording fees
and charges, advance tax payments and perform other services
requiring us to advance funds and bill our customer. Also, many
lenders will not "fund™ to our escrow until we have recorded and
called them with confirming recording information.
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Under the new law we are prohibited from advancing any fees and
charges or making any disbursements from an escrow account until
we have received and deposited with the bank or savings and loan
that has our escrow account, cash, checks, money orders or drafts
in an amount sufficient to fund any disbursements [California
Insurance Code Section 12413(a)].

This means we can no longer advance tax payments or bill for fees
and charges. | am not saying you can't bill for escrow fees and
title premiums when you choose to do so. W can no longer record
a transaction for a lender or anyone else until the lender or other
party has deposited its check or draft into escrow and we have
deposited same into our escrow depository bank account. We must
have received and deposited cash, checks, etc. in an amount suffi-
cient to pay for any disbursements before we record.

Section 12404 of the California Insurance Code allowing title
companies to advance up to 20 of a transaction to facilitate a

closing does not apply here.

EXPLANATION OF CALIFORNIA INSURANCE CODE SECTION 12404

This section in pertinent part allows us to advance or disburse

funds in an amount equal to 26 of the amount of the transaction

to facilitate a close if we desire to do so. The new law modifies
this substantially. We are now technically allowed to do this

only when we have the written consent of all parties to the trans-
action [California Insurance Code Section 12413 (j)] and all necessary
deposits of cash, checks or drafts representing a sum equal to alT
disbursements have been made to our escrow depository bank account.
Even though the checks, drafts, etc. have not cleared, technically
we could record and pay the recording fees and transfer tax and

make other similar advances for the purpose of facilitating a close
of escrow, provided such advances do not exceed, in the aggregate,
2 of the amount of the transaction. However, you couldn't make

any other disbursements until zjiy drafts have been cleared and

funds therefrom collected into your escrow depository bank account
and checks, share drafts and money orders drawn on out of state
financial institutions have either cleared and been collected into
your account or the applicable non-disbursing time period has elapsed,
whichever first occurs. These time periods are discussed later in
this memo.

This practice shall be known as the ™close now and disburse later™
procedure. It is not a preferred practice. However, it may be
that from time to time the parties to a transaction are insistent
that we close even though we can't disburse yet.

When this occurs under California Insurance Code Section 12413(j)
all parties to the transaction must consent in Writing. Obviously
to close without this consent would under usual circumstances
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violate escrow instructions anyway. The parties to a transaction
would include the buyer, seller and lender. Under certain circum-
stances it would also include the existing lender which expects to
be paid off or has entered into some form of assumption or modifi-

cation agreement.

When we close under these conditions we will be obligated upon
recordation to issue the policy or policies of title insurance
required in the escrow instructions.

These types of closings may require making adjustments to your
escrow instructions for some if not all of the following:

(a) prorations
(b) any tax installments becoming due or delinequent during the

"non-disbursement period™.
(c) continuing accrual of interest and late payment penaltieson
deeds of trust and other liensand encumbrances that are to
be paid off when we can disburse.
(d) a seller may require interest on the net sales proceeds
between the date of recording and the date of receipt of our

disbursement.

It will be necessary to have the parties to the transaction agree
upon the date to use for proration purposes and who it is that

will bear the additional costs for the accrual cf interest,
penalties, delinquency charges, payments and other charges during
the "non-disbursement period™. An additional sum of money suffi-
cient to cover any additional amounts must be collected into escrow.

Attached is a copy of an "Addendum to Escrow Instructions™ which
should be used ta modify your instructions to allow a "close now

and disburse later™ procedure.

If you are acting in a subescrow capacity it will be necessary

for the company handling the escrow to obtain the requisite written
consent from all parties to the transaction when the ™close now
and disburse later™ procedure is to be used. You must have a copy
of that portion of the escrow company’'s instructions which consti-
tutes this written consent to be retained in your file.

As | previously mentioned the "close now and disburse later™ pro-
cedure, while legal, is not preferred. In most situations it
would be better not to close until the funds are available as a
matter of law for disbursement as discussed in the following para-

graphs.

Existing practice includes the utilization by some lenders of
drafts to "fund™ a transaction. A draft may identify itself by
having the word "draft” on the front or back. However, usually
this is not so. A draft usually looks like a check in all respects
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except, located above or to the side of the name of the financial
institution the draft is drawn on you will see the words "payable
through™. Drafts can present many problems to an escrow holder.
A draft is not an absolute promise to pay but rather a conditional
commitment to pay. The conditions being established by the party
submitting the draft.

For example:

You have accepted a draft submitted by XYZ Mortgage Company
and payable through (drawn on) a bank in New York. You

close your escrow by recording a reconveyance, a deed and a
new deed of trust. At this point you are disbursing funds
from your escrow to pay for recording fees, tranfer tax,
amounts payable to retire the old deed of trust, broker's
commissions and sales proceeds to the seller. The funds being
disbursed from your escrow are not from the bank in New York.
They are our funds. First American's money is being advanced
to close the transaction. Of course you have submitted the
draft to your bank for collection. When the New York bank
receives the draft several days later, it contacts XYZ
Mortgage Company to see if the Mortgage Company wants the draft
honored. |If the Mortgage Company believes its loan package to
be in order, can find no fault with what we have done in closing
the transaction and assuming the account upon which the draft
was drawn has a sufficient balance to pay the draft, the
Mortgage Company will instruct the bank to honor the-draft.

The New York bank will then send the funds to your escrow
account bank. Obviously it takes several days before the draft
has been honored and the funds collected in your escrow bank

account.

Under the new law, except for being able to advance up to 26 of a
transaction to facilitate a closing as provided in California
Insurance Code Section 12404, you are prohibited from aisburing
funds from your escrow or subescrow account with respect to a draft,
other than a share draft, until the proceeds of the draft have
actuallv been collected and deposited into your escrow depository
bank a ount. (California Insurance Code Section 12413(b)]

This is the case regardless of whether the draft is pavble through
(drawn on) a financial institution located in California or outside
the state of California.

The reason for excluding share drafts is, a share draft is drawn
on a "checking™ account established by a Credit Union for its
member. Share drafts, checks, money orders etc., have different
rules which apply as discussed in some of the following paragraphs.

How do you distinguish a share draft from other drafts?
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Example:

The Santa Ana City Employees Credit Union has share drafts
payable through Security Pacific National Bank but on the
share draft the Credit Union's name also appears. You
will recognize the document as a draft because it contains
the terra "payable through™, and you will recognize it as
a share draft because the name of the Credit Union which
established the account will appear on the share draft
together with the name of the financial institution it is
payable through.

Share drafts are honored by the lending institutions they are

payable through under the same rules as checks. In the example,
Security Pacific National Bank would not check with anyone to see
if they should honor the share draft under normal circumstances.
If there are funds in the account to pay the share draft it would

be paid assuming there is no stop payment.

You must remember there isn't any specific number of days to wait
before making disbusements with respect to a draft. The "non-
disbursement period™ for drafts is however many days it takes for
the funds represented by the draft to actually be collected into
your escrow depository bank account.

It is possible to cut the number of days substantially by obtaining
the written authorization of the borrower to pay for the extra
charges and have your escrow depository bank Federal Express the
draft to the financial institution it is payable through and request
the funds derived from the draft to be wire transferred to your
escrow depository bank account, ihe extra charges for this service
will vary depending upon what the collection .fee and wire transfer
fee is that is charged by each financial institution. *

Under existing practice we receipt into escrow checks, including
cashier's and certified checks, money orders, share drafts and
traveler's checks drawn on or insured by an office of a financial
institution which is located in some state other than California.
Many times we close our escrow and make disbursements even though
these checks have not had time to clear the financial institution
it was issued by or drawn on. This means of course, we are again
making disbursements of First American's money and not the money
from the parties that are supposed to be financing the transaction.
As a result of this practice it is not uncommon for us to have an
overdraft of our escrow account because of the delay in collecting
the out of state financial institution's funds.

Under the new law, except for being able to advance up to 26 of
a transaction to facilitate a closing as provided in Insurance
Code Section 12404, if the transaction is to be funded through
the utilization of any check, (including a cashier's, certified
or traveler's check) share draft, or money order (collectively
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"out of state check™) drawn on or issued by an office of a
financial institution which is located in a state other than
California, we are prohibited from disbursing funds from the
escrow account with respect to the "out of state check”™ until
after the earlier of (i) the ™"out of state check™ has cleared and
the funds have been collected into our escrow depository bank
account, or (ii) depending upon what type of financial institution
maintains your escrow account and what type of financial institu-
tion the ™"out of state check™ was drawn on or issued by the number
of business days, set forth below has elapsed from the date of
deposit of the "out of state check™ into your escrow depository

bank account:

Financial Institution Financial Institution Minimum number
Maintaining Escrow out of state check is of business days
Account drawn on or issued by to wait before
disbursing

City Bank Bank 8
Non City Bank Bank 9
City Bank Savings Bank,

Savings and Loan or

Credit Union 10
Non City Bank Savings Bank,

Savings and Loan or

Credit Union 10
Savings Bank or Bank,
Savings and Loan Savings Bank or

Credit Union 10

This number of business days can be extended if your escrow
depository bank where the deposit was made gives you written
notification prior.to the expiration of the applicable time
period that a longer period of time will be necessary. However,
this should not happen very often. [California Insurance Code

Section 12413(c) and (a)]

The number of business days could be substantially reduced if you
submitted the ™"out of state check™ for collection to your escrow
depository bank and followed the same Federal Express mail and wire
transfer of funds procedure' as described in the previous paragraphs

on drafts.

How do you know if your escrow depository account is with a "city
bank™? - by the Federal Reserve routing symbol shown in the upper
right hand corner of your escrow checks. You will notice a block
of numbers in this area. If your escrow account is with a ™"city
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bank™ you will find the numbers 1210 or 1220 shown as the denominator
in this block of numbers.

How do you count the number of business days to wait before dis-
bursing? The day you make the deposit into your escrow depository
account is excluded. So, the following day is day one, and you
count from there, obviously excluding Saturdays, Sundays and holidays

If the check, money order, etc. submitted to your escrow is drawn
on or issued by a financial institution located outside the United
States or is a finance company, thrift and loan, etc. (not a bank,
savings bank, savings and loan or credit union) located within the
United States but outside the State of .California, no disbursements
as to these checks, etc. should be made until the funds have been
collected from these financial institutions into your escrow
depository account.

Checks drawn on the U.S. Treasury are not subject to this new law,
therefor there is no "non-disbursement period”™ which applies to
these checks.

Checks, money orders, share drafts (but not other drafts) drawn on
or issued by financial institutions located within the state of
California are not subject to this new law. Therefore our existing
escrow practices as to "in state checks™ will be continued.

What is the impact of this new law on First American's inter-office
draft system? To the degree the "funds™ deposited with the office
you will be drafting from are represented by a draft or an "out of
state check™, the same rules will apply as if the deposit had been
made directly to your escrow without the use of the ™"draft system™.

How do you avoid this "non-disbursement period™ created by the new
law?

1. Use checks, share drafts and money orders drawn on or
issued by offices of financial institutions located
within the state of California.

2. Where this is not possible or aesireable, then utiliza-
tion of wire transfers from the out of state financial
institutions to your escrow depository account will avoid
a delay.

3. Avoid using drafts.
QUICK REVIEW:

1. Hand out the attached NOTICE to as many customers as possible,
now.

2. Attach a copy of the NOTICE to all preliminary reports and
commitments starting immediately.
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Eight

When an escrow or title order is opened remind the client
about the ™"non-disbursement period™ necessitated by this

new law if drafts or "out of state checks"™ are used. Remind
them of ways to avoid the problem.

Try to obtain information prior to the anticipated close

of escrow about where the financial institutions are located
that any check or money order will be drawn on to fund the
transaction.

Try to determine prior to any anticipated close of escrow
if any lender plans on using a draft to fund the loan.

Upon receiving anything that looks like a check, share draft,
draft or money order, check it closely. If it is determined
to be a draft or an "out of state check™ immediately notify
all parties tc the transaction as well as the Real Estate
Agents of the fact of a possible delay in the closing and/or
disbursements. If handling a subescrow notify the escrow
company handling the escrow.

If, as a matter of law, it appears the funds will not be
available for disbursements at the time of the anticipated
close of escrow (recording date), all parties to the trans-
action must make a decision of whether to extend the time
for the date of close so disbursements could be made as of
closing or going ahead and closing as planned even though
disbursements cannot be made at that time. ("close now and
disburse later™ procedure)

If the "close now and disburse later™ procedure is chosen

all parties to the transaction must consent in writing

prior to the closing (recording). "Their consent (amended,
instructions) must tell us which documents are to be recorded
and on what date. They must also indicate if there are to
be any changes in prorations and/or adjustments for taxes,
assessments, interest, late payment penalties, impound
accounts etc. on all existing deeds of trust and other liens.

Remember to collect enough additional money from the appro-
priate parties to cover any changes.

Remember the new law requires all cash, checks, drafts,
share drafts, or money orders in a sum sufficient to fund
any disbursements to have been deposited into our escrow
depository bank account before we can record or make any
disbursements.

New law prohibits, except as provided in Insurance Code
Section 12404, disbursing funds with respect to any draft
(other than a share draft) regardless of whether it is
drawn on a California or out of state financial institution
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until after the draft has cleared (been honored) and the
funds have been collected into your escrow depository bank

account.

11. New law prohibits, except as provided in Insurance Code
Section 12404, disbursing funds with respect to any "out
of stats check™ (this includes checks, cashier's, certified
and traveler's checks, share drafts and money orders) until
after either the."out of state check™ has cleared (been
honored) and the funds have been collected into your escrow
depository account or the applicable "non-disbursment period™
has elapsed, whichever first happens.

12. Don't make any disbursements until you are legally entitled
to do so under this new law and the conditions of your escrow

instructions.

TO KNOWINGLY VIOLATE THIS NEW LAW COULD RESULT IN A FINE OF 5
TIMES THE AMOUNT OF ANY DETERMINED UNLAWFUL REBATE BY THE DEPART-

MENT OF INSURANCE.

Attached for further information is a copy of CLTA's ™MHAT DOES IT
MEAN - Questions & Answers™ which is helpful in answering some
possible further questions.

If you would like to discuss any questions you have, please contact
your Regional or Home O ffice staff.

CLM:sb

cc:Staff
All Regional Vice Presidents
All State Managers
All Regional Counsel
California Regional Title Officers
California Chief Title Officers



NOTICE

Sections 12413 and 12413.5 of the California Insurance Code become effective on
Januaryt, 1985. This new lawrequires thatanytitle insurance company, underwritten title
company or controlled escrow company handling funds in an escrow or subescrow capacity
must have all cash, checks and drafts representing .disbursements to be made by it
deposited Into its escrow depository bank account hefore recording your transaction.

When checks (including cashier's, certified and traveler's checks), share drafts and
money orders are drawn on or issued by an office of a financial institution located ouiside
the state of California orwhen any draft (otherthan a share draft) is deposited into or sub-
mitted for collection to First American Title Company’s escrow depository bank account,
there may be asubstantial delay in the closing of your transaction or the disbursement of
funds to be made by First American Title Company.

To avoid any delay necessitated by this new law please consider the following:

1. Use checks, share drafts or money orders drawn on or issued by offices of financial
institutions located within the state of California

2.  Requirethewire transferofthefundsfromtheoffice of thefinancial institution located
outside the state of California to First American’s escrow depository bank account

. 3. Avoid using drafts. »

If you have any questions about the effect of this new law on your escrow please con-
tact your local First American Title Company office.



March 27, 1996

Representative Norman Rokeberg
Alaska State House of Representatives
State Capitol

MS #3101

Juneau, Alaska 99801-1182

Re: Proposed Addition to A.S. 34, affecting the
deposits and disbursements of trust funds by
settlement agents

Dear Representative Rokeberg:

The Alaska State Escrow Association, an association of escrow settlement agents, has
reviewed work draft #0-LS0635/E, dated 3/24/97. We are pleased that you are

sponsoring this bill; however, we have two concerns.

Re Sec. 34.75.030. Interest on escrow money. This section restricts the payment or
collection by a settlement agent of interest on money held in escrow. Sec. 34.75.010 clearly
defines that money held in escrow is not the property of the settlement agent. Frequently,
real estate transactions close upon the condition that money is held from the seller and/or
buyer in an interest bearing escrow trust account for the completion of certain
improvements or repairs after closing. These sums can be in excess of eight thousand
dollars. In commercial real estate transactions, large earnest money deposits are made
with the settlement agent and the settlement agent is asked by the principals to place these
monies into an interest bearing trust account for the benefit of the principals. In both
situations, the interest accrues to the principal and not to the settlement agent.

It is our recommendation that this section be clarified to read as follows:

Notwithstanding any other provision of law, interest may not be collected or paid by
a settlement agent on money held in escrow, unless authorized bv the parties to the
escrow bv written instructions.



Re Sec. 34.75.070. Department supervision: This section as written would allow auditing
of escrow accounts to assure compliance with the terms of the provisions of the chapter.
This is too broad, and would be too costly for the department. We suggest the audit
authority be limited to those matters where a complaint has bee received by the
department from parties to the escrow. The second sentence of this section should read as

follows:
The department may audit settlement agent records and accounts, but only those

records and accounts specific to an escrow transaction where a party to that
transaction has complained of non-compliance with the provisions of this chapter, in

writing, to the department.

If you have any questions, please do not hesitate to contact D.J. Webb, President, or Lynne
Hart, Legislative Affairs, at (907) 562-0504.

We look forward to working with you.
Very truly yours,

Alaska State Escrow Association

D.J. Webb
President
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Fax Transmission
D ate: Monday, July 28,1997 Time: i:32:00pm 1 Pages

To: Janet
Rep. Norm Rokerberg's Office

phone:
fax: 258-2916

From : Robin Ward
Summit Title Insurance Agency

phone: 907-562-3770
fax: 907-562-1236

Re: Sorry that | haven't gotten back on the UCIOA hill. We are having a meeting
this week with our attorney and will go over the questions and get back with

you as soon as possible.

Are we going to have any hearings on Good Funds Legislation during the

interim?

Thanks!!

Robin



January 20, 1998

Representative Norman Rokeberg
State Capitol

Juneau, AK 99801-1182

FAX #(907)465-2040

Re: HB247
XXXmffiQM
Dear Representative Rokeberg: c/o First American Title
510 W Tudor Road,Anchorage
The Alaska State Escrow Association was formed in 1990. Our

primary purpose is to promote the education of the membership and
to foster improved settlement services. Membership is statewide.
The Association encourages a closer relationship within the
industry and recommends standards and procedures for improving the
settlement industry as a whole. Membership has varied over the
years but on an average we have 50 members. The members are
primarily escrow officers but we also include lenders, escrow

collection agents, and attorneys.

Our primary concern in drafting this b ill is the increase of
mortgage broker activity, where a broker generates the Iloan
application but closing documents and loan funds come from another
lender. There are many new players in the mortgage lending
industry; often we are faced with out-of-state mortgage brokers and
lenders. We do not have the ability to investigate these entities
to determine their ability to fund. We all remember the mid-to-
late eighty's where lenders were closed seemingly overnight without

notice to parties who could be affected.

The Escrow Association reviewed the 24 hour provision at it's Board
of Director's meeting on January 8, 1998. It was voted to support

HB 247 WITHOUT that provision. We appreciate you dropping that
provision from the b ill being presented at committee. Although we

encourage all parties to review their documents prior to signing,
we do not feel this Db ill is the appropriate place to enforce that.
The Good Funds requirement protects the consumer from things
outside of their control whereas choosing to sign documents without

24 hours review is well within their control. It seems that this
issue is one of education not protection. We are also concerned
that the b ill without the provision was supported by the Alaska

Board of Realtors, we doubt that their support would be continued
with such a provision.

Thank you for your draft comments. On behalf of the Alaska State
Escrow Association, thank you for your efforts regarding HB 247.

Sincerely,

lative Chair, Alaska State Escrow Association JAM 211998
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Evaluation of New Department Staffing Levels

Department Number of Staff Number of Deputy Commissioners
Administration 1,413 1
DCED 348 1
DCRA 180 1
Corrections 1,294 1
Education 618 1
DEC 454 1
F&G 1,353 2
H&SS 1,971 1
Labor 603 1
Law 435 2
Military & Vet. 262 1
DNR 895 1
Public Safety 855 1
Revenue 494 2
DOT & PF 3,015 1

e After the merger, there will be 13 fewer employees and 52 employees moving from
DCRA to other departments. Therefore, the total employees in the new department will
be 463. It will still be the 4th smallest department.

e Only 3departments have two deputy commissioners. The new department wi'l still
have a special assistant which could be changed to be asecond deputy commissioner, if

it is deemed warranted.



WORK DRAFT WORK DRAFT WORK DRAFT

0-LS1017\A
Cramer
5/7/97

HOUSE BELL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION
BY THE HOUSE LABOR AND COMMERCE COMMITTEE

Introduced:
Referred:

A BILL
FOR AN ACT ENTITLED
"An Act relating to the compensation and terms and conditions of employment

of the heads and deputy heads of principal executive departments of the state.”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 39.20.080(a) is amended to read:
(@ The monthly salary of the head of each principal executive department of
the state is equal to Step E, Range 26 [28] of the salary schedule in AS 39.27.011(a)
for Juneau, Alaska.
* Sec. 2. AS 39.20.080(b) is amended to read:
(b) The monthly salary of a deputy head of a principal executive department
of the state is not less than Step A nor more ban Step F, Range 26 [28] of the salary
schedule in AS 39.27.011(a) for Juneau, Alaska.
* Sec. 3. AS 39.20.080 is amended by adding a new subsection to read:
(o)} The head and the deputy head of a principal executive department are not

subject to the state personnel laws or regulations relating to hours of employment.

o Text: Underiines (CELETED TEXT FRACKETH]
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annual leave, sick leave, overtime, compensatory time, or travel allowances. This
subsection does not deprive the head or the deputy head of a principal executive

department of the right to participate in the state retirement system or in state group

insurance plans.
* Sec. 4. This Act applies to a head or deputy head of a principal executive department

who is first hired into that position on or after the effective date of this Act.

New Text Underlined [DELETED TEXT BRACKETED]






STATE OF ALASKA > FISCAL NOTE BILLNO HB238

1998 LEGISLATIVE SESSION

Dept. Affected: Raene

Renew Liquof License From Bankruptcy Court _ORU: Alcohalic Beverage Control Board
Component: Alcohalic Beverage Control Board

Revision Date:
Title:

,ponsor: Representative Hodqins

Requestor (H) LAC Component Serial No. to

(Thousands ol Dallars)
FY 99 FYOO FY 01 Fy 02 Fy 03 FY o4

Expenditures/Revenues:
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND 4 STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPfTAL EXPENDITURES

CHANGE IN REVENUES (L0S5 ) (14.0) ©6) (96) ©6) (96)

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts (140) 96) 9.6)
J37 GF/Menlal Health

Other
TOTAL (14.0) (96 (9.6) (9.6) (9.6)

©6) ©6)

Estimate of any current year (FY96) cost $ (00]

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

HB 298 provides an exception lo Ihe existing policy set out in statute and regulation lo encourage liquor licensees lo operate liquor licenses they own. HB 298
gives licensees who acquired a liquor license from U.S. Bankruptcy court a seven year moratorium from operating requirements, provide a 50% reduction in
license fees, and makes lhe advantage provided to this dass of licensee elfective retroadive to July 1,1995. This special treatment to a specific dass of

licensee is unfair in the very competitive food and beverage industry.

The fiscal analysis involves predicting how many future liquor licenses will be acquired from U.S. Bankruptcy court, this is impossible lo determine with any
degree of certainty. The following explanation is our best estimate of how much license renewal revenue the State would lose if this hill is enacted.

(Continued on next page)
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Alaska State Legislature
HOUSE OF REPRESENTATIVES

State Capitol

O||||'|U| llu.sine.VN
Juneau. AK 99801-1182

SPONSOR STATEMENT

HB 298-“An Act relating to the Denial of Renewal
ofalLiquor License’

This legislation amends AS 04.11.330(a) by adding
the provision that a license may be renewed if ithe
applicant has not previously operated the licensed
premises and the applicant has acquired the right
to apply for the license in United States
Bankruptcy Court.

This right shall apply for only seven (7) years
after the first renewal date and the license renewal
fee under this subsection shall equal one-half (1/2)

of the applicable biennial license fee.
Retroactive to July 1,1995
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AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE HODGENS

TO: HB 298

Page 2, line 15, following "Court™:

Insert", the state, or a municipality"



LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA

FAX (907) 465-2029
Mail Stop 3101

130 Seward Street, Suite 409
Juneau. Alaska 99801-2105

MEMORANDUM Fetruary 19, 198
SUBJECT: Sectiond Summary of HB 298

TO: %@r%aﬁvel\/brk Hodgins

o O

You have requested asectional summary of the above-oescribed bill
ellm rmtternct %11 ﬁaL‘eHshonnotbe idered an
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Section 3. Provision making the Act retroactive to July 1, 1995.

C_)

>ection 4. Effective date.
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HB 290

Renew Liquor License From Bankruptcy Court
April 24. 1998

Page 2

This analysis involved review of seven license files that were either purchased as a result of a
bankruptcy case or are currently in bankruptcy. Other licenses could potentially be affected by HB

298.

The seven licenses reviewed produced estimated costs to the ABC Board in lost Program
Receipts. These receipts are from lost waivers and license fees.

This amount is greater in FY 99 due to the retroactive effective date. The seven cases are a
conservative estimate of the numbers of licenses that may be subject to bankruptcy proceeding.
There is no way to accurately predict the number of licenses that could be affected.



Alaska State Legislature
HOUSE OF REPRESENTATIVES *r

‘Jflicial business Stale Capitol
Juneau, AK 99801.1182

February 18,1998

Representative Norman Rokeberg,

Chairman
Labor & Commerce Committee

RE: Scheduling HB 298-Liquor Licenses out of Bankruptcy at L & C meeting

Dear Chairman Rokeberg:

I understand that HB298 has been referred to the Labor and Commerce
Committee. 1 respectfully request a hearing on HB 298. N

Iam looking forward to HB 298 being scheduled inyour Labor &Commerce
committee.

Thank you for your consideration of this request.
With Kindest regards.
Sincerely,

Mark Hodgins,
Representative, District 9






Choose the program that's best
for you In four easy steps.

Step 1
Read the general guidelines for:

“ llasieOm* I'lugrams

e Traditional Programs

Step 2
Compare the benefits and cost of
the programs.

Step 3
Select the program and deductible
option that meets your needs.

Step 4

Call your agent or Blue Cross of
Washington and Alaska at (907) 258-5065
or 1-800-PLAN-ONE (1-800-752-6663).

* e ik d Gl aiareioma e ssosaen

Blue Cross
ol Washington and Alaska

Represented by:

Ifyou don’t have an agent that offers

Blue Cross coverage, call (907) 258-5065 or

1-800-PLAN-ONE (1-800-752-G6C3).

Our TIY/'ITD number for the hearing
Impaired Is (206) 670-4022. (Toll Tree

1-800-842-5357).

Cir07jL'3(21937)

Blue Cross
ol Washington and Alaska

QBB e

Health Care
Coverage

for Individuals
and Families

Alaska

Two programs
designed especially
for Alaska residents-
This guide will

help you. decide
which is best

for you.



Which
o
foryou?

. '‘BAsloph” Plogrtldis
Our most affordable coverage
BasicOne program benefits art* paid al 80%
of the firs1 $10,000 of covered expenses per
cnroilee (after satisfying a per enrolled
deductible). Benefits arc then paid at 100%
for the remainder of (lie calendar year.

BasicOne coverage provides a safety net
covering a range of services including
hospital inpalienl slays, surgeons,
anesthesiologists, chemolhcapy, emergency
and operating room expenses.

Please note Ihat health care services covered
ivithin this program are limited. Ifyou arc
considering lhis low-cost, basic service
program, be sure to carefully review the
Summary of Penefils to make certain your
health care needs will be adequately mcl.

BasicOne Product Highlights

To protect yourselfand family from (lie high
costs of hospitalization and surgery,
BasicOne is excellent (‘overage. Highlights
include:

+ Coverage for inpatient hospital slays
including inpatient physician visits and
rehabilitation (arc.

» Emergency room and outpatient surgery
benefits.

o Skilled nursing facility and home health
care coverage.

» Choice of eilhei $1,000 deductible or $500
deductible per person per year.

» Participating providers agree lo bill Blue
Cross directly for you.

e $1,000,000 lifetime maximum.

.Traditional Programs .

Benefits paid at 80%

Traditional program benefits are paid at 80%
of the first $5,000 of covered expenses per
enrollce (after any deductibles have been
satisfied) and then at 100% for the remainder
of the calendar year.

Participating Provider Network

adds value

The Particilpating Provider Network In Alaska
continues lo expand. This network brings
you the added value of protection from
balance billing when you use participating
providers. This means that providers who
have contracted with us agree lo accept our
allowable charge as payment in full. You pay
only applicable deductibles and coinsurance,
charges for any noncovered services, or
amounts beyond your program's maximum
benefits,

In addition, there are no claim forms to fill
out; participating providers agree lo bill Blue
Cross directly for you.

Traditional Product Highlights
Traditional programs provide a wide range of
benefits for you and your family.

Highlights incliu.e:

+ Office Calls.

* Prescription Drugs.

» X-ray and Laboratory services.

 Chiropractic Care up lo $500 per calendar
year.



BasicOne Program'Monthly Kates

Coucruye
Program

1

$1000 Deductible $500 Deductible

At/i-(Younger ¢ Regular
Subscriber N. Spouse)

Subscriber Under :50

30-34
35-372)
40-44
45-49
50-54
55-50
60-64

Subscriber Under 30

& Spouse

30-34
35-39
40-44
45-49
50-54
55-59
60-04

Subscriber, Under 30

Spouse &
Child(rcn)

30-34
35-39
40-44
45 49
50-54
55-59
00-04

Subscriber Under 30

& Child(rcn)

I’aytneat Optionx:

30-34
35-39
40-4-

45-49
50-54

55-59 }
00-04 ;

¢ Monthly through auluinutic ilcthtciiun

Ifale
$ 46
58

65
70

80
95

117
153
$ 99
114
127
135
157
180

223
300

109
182

193
204

222
249
280
372

$117
127

133
137
47
159
1Hi
225

Non-
Smoker

$ 42
53

58
65
72
87

105
137

$ 89
103

114
122
141
169

202
271

$ 159
172

180
192

207
231

205
343
$112
122

126
133
137
149

170
201)

Regular
little

$ 57
69

80
84

97
117

143
186

$ 121
138

155
104
190
225

272
367

$206
223

237
249

270
304

349
454
$143
155

161

109
177
195

222
270

Non-
Smoker

$ 53
62

72
75

88
106

129
168
$ 109
125

141
147

170
20-1
245
330

$ 194
209

222
231
250
28 1
321
15

$137
1-17
152
159

168
184

208
257

frv om

Coverage
Program

Subscriber

Subscriber
& Spouse

Subscriber,
Spouse &
Child(ren)

Subscriber
& Chilil(rcn)

“u Tra

Aye (Younger oj Regular
Subscriber & Spouse)

Under 30
30-34
35-39
40-44
45-49
50-54
55-59
60-64

Under 30
30-34
35-39
40-44
45-49
50-54
55-59
60-64

Under 30
30-34
35-39
*10-44
45-49
50-54
55-59
(30-64

Under 30
30-34
35-39
40-4-1

.-49
50-54
55-59
60-64

e llimunthly hilling statements (monthly rule x 2)

: Rates

$2500 $1000 $500

Deductible Deductible Deductible
Non- Regular Notl- Regular Non-
Rate Smoker Rate Smokcr Rate Smoker
$80 $69 $106 $89 $135 $1 15
89 75 115 97 151 129
92 70 121 103 158 134
112 96 152 129 195 166
136 117 184 157 239 204
164 140 218 185 283 24 1
174 148 229 193 297 252
184 157 244 206 317 270
$165 $141 $218 $185 $273 $232
183 156 244 206 303 257
191 163 253 215 316 269
237 200 317 270 393 333
290 246 385 327 480 408
3-11 291 454 386 565 480
359 307 477 406 595 506
386 327 510 433 636 540
$227 $203 $301 $268 $37(5 $335
246 219 325 287 406 360
251 221 333 294 4 15 368
295 260 395 3-18 490 431
336 293 444 386 555 483
388 338 516 448 642 557
421 367 559 *188 698 609
446 389 592 516 740 (M1
$157 $145 $205 $ 189 $257 $237
167 153 220 202 27-1 252
168 154 223 205 279 255
192 176 258 234 322 293
21 1 190 279 252 351 316
242 217 318 285 398 356
265 ~ 239 349 315 440 395
280 253 372 334 464 117

Hales are ej/eetive January |, 1027.

$200

Deductible

Regular

Non-

Rale Smoker

$154
171

179
222

272
320

336
361

$308
344

356
443
54 1
6-11

673
719

$424
459

*170
557

630
728
788
83(i

$292
312

315
365

396
451

499
525

$ 130
145

152

188
231
272

286
307

$262
293

303
377
*160
545

572
61 1

$377
*108

*116
191
5-19
632
688
728

$268
286
288
332
355
*103

449
471
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You receive quality health care covcrayc
More people individually and in business
have conic lo depend on us for a wide and
complete range of benefits. We think you'll
agree with what they've lound: now more

than ever, you need Blue Cross.

We arc a leader in innovative programs which
provide access Lo quality, affordable health
care coverage Lo Alaska residents. Look to
Blue Cross for your coverage needs.

Non-smoker discount

If you and your covered spouse have
abstained from using tobacco products for at
least one year, you'll earn a discount ranging
from 8 lo 15 percent.

Worldwide coverage

Your coverage is good even if you are
traveling around the world. And there’s no
need lo reapply ifyou relocate anywhere

within Alaska.

Who is eligible?

All of our programs arc available to residents
of Alaska. Eligible family members include
you and your spouse, ifunder age 65, and
your unmarried children under age 23 who

are primarily dependent on you for support.

When docs coverage begin?

If your application is approved, the effective
date is the first day of the month following
receipt of your application by Blue Cross,
unless you select an alternate date.

What about preexisting conditions?
Benefits are not provided for preexisting
conditions during the first 12 consecutive
months from Ihe effective date of coverage. A
preexisting condition is any illness, injury or
condition, including complications of
pregnancy, whether or not diagnosed, for

What else
to know?

More important points
about Traditional
and BasicOne Programs.

which you have received treatment,
consultation or taken prescribed or
recommended medicine during the 12 month
period before coverage begins. This includes
any illness, injury or condition for which
symptoms existed, which would ordinarily
cause an individual to seek medical
diagnosis or treatment during the 12 months
prior to the effective date of coverage.

Two payment options

You have a choice of paying monthly through
autom atic deduction from your checking or

savings account or every other month based
on a bill we will send you for two months’

payment.

If you choose to have your payment deducted
from your cheeking or savings account,
please mark the box on the application, and
an authorization form will be sent lo you. Or,
if you already have an authorization form,

you may submit it with your application.

Facts about your coverage
Contracts arc renewed with timely payment.
Once you arc covered, we will not Lcrminale

your contract due to a change in your health.
You may cancel at any time, however, by
giving us at least 30 days notice in writing.
Blue Cross could rctroacLively cancel your
coverage ifyou provide false or misleading
Inform ation on your application or health
statement. Blue Cross can cancel your
contract if you permanently move your place
of residence outside Alaska, or if payment of
the appropriate amount is nol made by the
date due. Blue Cross can modify or withdraw
your program, or allcr Lhe rates charged for
the program following 30 days advance
notice to you, but only if done for all

subscribers covered by the same program.

Our promise

If, alter examining your contract, you are nol
satisfied with it for any reason, you may
return it within 10 days and receive a full
refund. The statements in this brochure
explain the general features of the programs
offered. This brochure is not a contract. The
full terms and conditions of these coverages

are set forth in the actual conlraclL

Do | have other options?

If your health care coverage needs are for a
limited period of time, we offer Temporary
Health Care, a short term program available
for terms from 30 days up lo 6 months at

very affordable cosl.

Your next step: Call your agent today
Agents appointed lo sell Blue Cross programs
arc special'/ trained to answer your
questions and assist you in selecting (lie
program best for you. If you don't have an
agent that offers Blue Cross Coverage, call
our Anchorage District office at (907) 258-
5065, and we'll be glad lo assist you.
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Mine Cross of Washington and Alaska docs

nol

provide coverage under Traditional or

BasicOne contracts for certain items,
including the following (a complete list of

exclusions and limitations is contained in the

emitmet):

Dental services; orthodontia; temporo-
mandibularjoint dysfunction (TMJ): and
myofascial pain dysfunction (MPD); jaw
augmentation or reduction procedures.

liye exams, glasses and contact lenses;
hearing exams or hearing aids; vision

analysis or training.
Routine foot care.
Treatment for obesity.

Learning disabilities; marital, sexual,
vocational or family counseling; milieu

lherapy.

Services and supplies for reproductive

and sexual disorders.
Stei ilization or reversal of sleri‘ization.

Cosmetic, plastic and reeonsliuctivc
surgery, except as specifically provided

for in the contract.
Hospice care.

Services supplied by a governmental
hospital, except in a medical emergency

or as required uy law.

Convalescent care, except as specifically
provided for in the contract; care in a rest
home, home for the aged, or nursing
home; custodial care.

Hospitalization solely for diagnostic
studies or medical evaluation. Routine
services except for mammography
screening.

Private room charges.

Services and supplies: not medically
necessary; for which no charge is made or
would not have been made if the contract
were nol in cficcl; for which you arc not

legally liable.

Services and supplies lo lhe extent that
benefits are payable under Ilic terms of
any automobile medical, personal injury
protection (PIP), automobile no-fault,
homeowners, commercial liability or
similar insurance policy.

Preexisting conditions during the first 12
months of coverage.

Organ or bone marrow transplants during
the first 12 months of coverage.

Traditional contracts exclude work-
related illness or injury for which you are
entitled to receive benefits under stale or
federal Workers' Compensation;
BasicOne excludes any work-related
iliness, condition or injury.

Injuries or conditions related to
scmiprofcssional or professional athletics.

Conditions arising out of an act of war,

armed Invasion or aggression.

Any stipulated disease, condition or
ailment exciudcd by any rider.

Deliberate sclf-infliclcd injuries including
injuries sclf-infliclcd while under the
influence of drugs,' alcohol or other

chemical.

Direct complications arising from any
condition or service that is non-covercd.

Treatment of a menial, ncuropsychinlric
or personality disorder, including drugs,
and treatment of alcoholism, drug abuse

or addiction.
Treatment of chemical dependency

Services or supplies related to a
confinement which began prior to lhe

effective dr.lc of coverage.

Services or supplies furnished in
connection with a non-covercd condition,

service or supply.

Chiropractic care or services of a
chiropractor (except as specifically
covered in the Traditional program).

Services and supplies related to
obstetrical care, pregnancy or childbirth.
Complications of pregnancy, as
defined in your contract, are covered
as uny other illness.
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The Heath

Portability and

InNsurance

Accountability Act:

Encouraging Health

Care Reform

A new report by the National Academy
for State Health Policyfinds that the
1996 Health Insurance Portability
andAccountability Act has encouraged
significant state health insurance
reform such asguaranteeing the
availability ofhealth coverage.

lie National Academy for
State Health Policy, in iLs
September 1997 report. The

Heal th InsurancePortabilityand Accounta—

hilityArt 0f1996: A GuideforStateAction,
examines the act’'s impact on states.
Specifically, it reveals die measures
states have taken to extend access to
health insurance and increase the
portability o fhealtil insurance fluting
job changes orjob loss. The report
finds diat while it may be too soon to
judge die successor failure ofthe act,
it has encouraged small group insur-
ance, portability, guaranteed issue
and guaranteed renewal i rorms.
The authors reveal that “the legis-
lation presented a polidcal opportu-
nity for states to improve access to
coverage, and demonstrated the
need for stales to take their own ini-
tiative for significant changes." Hie
report says that act went a long way

1 fS OF THE
A.U&KA STATE U& WY

to establish nadonal minimum stan-
dards where none had previously
existed. While die legislauon is not
as far-reaching as many observers
would like, die study says it has cre-
ated access to insurance for people
who were deemed uninsurable. It
also guarantees coverage standards
not guaranteed prior to passage.
The Nadonal Academy for State
Health Policy, in an informal survey
ofinsurance commissions and legis

FastFacts...

Tho Health Insurance
Portability and Accountability
Act establishes basic
national standards In a
number of areas, according
to the National Academy for
Stato Health Policy:

Pre-existing
Conditions— A
group health plan,

both large and small, may
not deny coverage forpre-
existing conditions longer
than 12 months.

Guaranteed Issue

— The act

guarantees the
availability of health
coverage In the smallgroup
(two to 50 employees)
market. Health Insurance
must be made available to
the whole group and to all
wlthli, the group.

Portability— The
> actguarantees the
* availability of some
levelof continued coverage
when workers change Jobs
(orlose aJob).

Challengesto Future State Health Care Reform

* Preserve or create laws on premium limits;

« Monitor benefit pi ins;

e Continue long-term care reforms; and

« Monitor quality and availability o f health insurance.

Seunr. The I/rulth Insurance Portability anil Accountability Ai |
0f1996: A Guidefor State Action,

THE COUNCIL OF STATE GOVERNMENTS 5
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lative leaders, found that 45 states and the Dis-
trict of Columbia had enacted legislation,
adopted regulations or taken other administra-
tive action to implement at leastsome provisions
of die act its of August 1997. Three states (Ken-
tucky, Massachusettsand Wisconsin) had not had
a legislative session since the act's passage. The
remaining states (California, Missouri and Rhode
Island) ended their legislative sessions without
passing legislation implementing the act. In diese
states, "die federal government will step in and
take responsibility forenforcing some ofdie act's
standards,” die report says.

Proponents of die act cite die effect hcaldi
insurance has on ‘job lock." According to the
study, “Employees sometimes have found diat new
employers offered more limited benefit plans or
excluded coverage for pre-existing conditions.
The fear of losing health care coverage discour-
aged workers from changing jobs." Portable
health insurance, authors Elizabeth Mitchell,

Cynthia Pemice and Trish Riley say, would make
foramore fluidjob market. A recent U.S. Gen-
eral Accounting Office report found that the
portability provisions alone could benefit up to
21million people. Proponents also note that the
act allowed the developmentoffederal policy for
die electronic transmission of medical informa-
tion, which should crack down on liealdi care
fraud and abuse.

Opponents ofthe act, diough, claim it is a dis-
appointment. They point out that die new law
only guarantees better access to liealdi insurance
and doesn’t address affordability. Skepdcs also
note that the act does not affect people lacking
liealdi insurance, ofwhich there are currendy 4C

million.

What die Act Docs

Riley, execudve directorofdie Nadonal Acade-
my for State Healdi Policy and co-author of the

CD Slate already ,'iad law

CD Slate has NOT enacted legislation to implement the

Health Insurance Portability and Accountability Act

Sourer. National Association of Insurance Commissioners, 1997

6 SPECTRUM e« FALL 1997
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within states. Byenacting the
legislation, the federal gov-
ernment has followed the
lead of the states, basing na-
tional reform on state action
and state initiatives. The au-
thors say thatprior to the pas-
sage of the act, “insurance
reguladon was leftentirely to
stales. For the first u'me, this
act sets forth uniform na-
tional standards to ensure at
leasta minimum level ofcov-

Creating thefirst national standardsfor health-care ¢3¢ availability and port-

coverage, the 1996 Health Insurance Portability

ability in each state."”

and AccountabilityAcr has sparked insurance

reform efforts accross the country.

report, said die public's perception
of the act has been clouded by what
the legisladon doesn’t do. “People
misunderstood it — die legislation
wasn’tabout making insurance more
affordable or more accessible.” The
act’s goal, she said, was to make in-
surance more portable for diose al-
ready covered at die workplace.

The issues covered by die act in-
clude pre-existing conditions and
creditable coverage (time spent cov-
ered by a health plan thatiscounted
toward decreasing preexisting condi-
Uon exclusion periods). Portability,
according to die legisladon, “requires
carriers to waive any pre-existing con-
didon limitadons for covered services
if comparable services were previ-
ously covered under a policy.” In-
creased portability, die audiors note,
facilitates more flexibility in diejob
market. Another important compo-
nentofdie legisladon deals with anu-
discriminadon. The audiors also note
diat it bars states from requiting an
individual to pay a premium diat is
greater than die premiums paid by
other “similarly-situated individuals”
o11 die basis of health status.

The report says the act creates a
new model of federal and state part-
nership, which creates equity among
stales while preserving flexibility

Wind’s Left to States?

Forfurdier reform, die authors say
dial die states will have to take the
lead. They say dial Congress will be
reluctant to pass rate limits or man-
date benefits in the near future.
Health insurance reform raises im-
portant issues about federal-state re-
lations. Tlie reportsays, “the portabil-
ity requirements to allow employees
to change jobsand maintain theirin-
surance coverage will not ensure
meaningful portability unless diere
are suite laws to protect benefits. The
state lawsare necessary complements
to the federal suindards.”

The most pressing issues facing
states, die audiors maintain, deal widi
affordability, scope and quality ofcov-
erage. Since the act doesn’t address
dieses issues,nor die problem ofhow
to extend coverage to people cur-
rendyuninsured, diere ismuch room
for states to work.

'fhe report says states will have to
preserve or create premium limit
laws. “Affordability is die key to access.
Because the costofinsurance isdie pri-
mary barrier to coverage, suite-setpre-
mium limitswould seem to be necessary
complements to die act’s portability
and guaranteed issuerequirements."”

AsofSeptember 1997,17. states al-
ready had adopted such laws. To as-
sure thathealth insurance remains af-
fordable for everyone, the report

FastFacts...

In tho Individual market,
guaranteed Issue was
required for Individuals
eligible under the act.
According to the report:

Forty-three states

enacted legislation

forguaranteed
Issue; 15 chose alternate
methods and eight have not
met this provision.

Twenty-eight states

enactod legislation

requiring health
Insurance carriers to make
all health Insurance policies
renewable In the Individual
market, while 11 states
already met the
requirement.
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0O  Slate already had law

Q Slate has NOT enacted legislation to implement Ihe

Health Insurance Portability and Accountability Act

Sourx National Association of Insurance Commissioners, 1997

claims diat more states will need to pass similar
legisladon. States also will have to take die lead
in monitoring benefit plans and make sure that
benefit package designs do not impair portabil-
ity. “The actincludes no prohibidons against re-
stricting the amount or nature of benefits...
[diis] will be left entirely to die states insurers
and employers,” the authors conclude. Riley says,
“When the American public rejected the Clinton
health plan, they demonstrated diat they are in
favor of incremcntalism and private-sector solu-
tions to health care problems. The act is incre-
mental; itdoesn’t address some issues but itisa
step in die rightdirection."

The reportalso claims that states will continue
to be responsible forlong-term care reforms, spe-
cifically reducing costs, ensuring quality and
changing systems to meet the needs ofan aging
population. "The act contains the possibility of
increased private coverage of long-term care ser-
vices, but does not address quality or access is-

8 SPECTRUM « FALL 1997

sues and will likely have lilde impact 011 the cost
ofcare for states,” the report says.

States also will have to define dieir term for
conditions of coverage in die future if reform is
to continue. “Because the act required guaran-
teed issue ofall health insurance to small groups,
itwill be important for states to define dieir small
group markets,” the report says. Since the act
defines small-group coverage as comprising two
to 50 employees, itdoes notguarantee coverage
forlargergroups. "States may define small group
to include coverage of more employees, extend-
ing protections to more people,” the report says.

Quality Assurance

Mitchell, Pernice and Rileysay thatone ofthe
most important roles for the states during diis
period of liealdi insurance reform isthatofqual-
ity control. “Low quality plans could severely un-
dermine the act’s goals ofaccess and portability,
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More dian 40 million people under age 65 have no health insurance.
Seventeen million Americans, oi more dian 6 percentofthe total popula-
tion, said dial they have encountered serious consequences in terms of
liealdi problems or debt due to lack of medical insurance, according to

die U.S. General Accounting Office.

To address this problem, President Bill Clinton signed The Healdi In-
surance Portability and Accountability Actofl996, more commonly known
as the Kassebaum-Kennedy Act. It is the first time diat die federal govern-
ment has established basic standards for insurance regulation with which
states must comply. Ifstates do not comply, die federal government will

enforce die new standards.

but the legislation itself offers few
standards of coverage." They further
point out that the flexibility given
states could create “significant dis-
crepancies"” among die states and it
places a greater burden on them to
insure that quality, comprehensive
coverage ismade available.

Riley adds diat die overall impact
of the legislation on states and the
uninsured population is too early to
gauge. What iscertain, she added, is
“The next phase of healdi care re-
form will be the issue ofaffordability
Insurance companies complain that
government mandates increase dieir
costs, which in turn leads to higher
premiums. Higher premiums impact
die public’ access to liealdi care.”
While die act doesn’t tackle these is-
sues, Rileysaysdiat die legislation hr;
at least generated debate on diesc

topics, which may lead to future leg-
islation action.

The survey ofstate legislative lead-
ers conducted by the National Acad-
emy for State Health Policyalso finds
diatastate’sreadiness to comply widi
die actdepended largely on its prior
reform efforts. The reportconcludes
that suites will continue to be at the
forefrontofinnovation in liealdi care
coverage. While many states alieady
had implemented reforms spelled
out in the act, “suites will undoubt-
edly continue widi their own reform
efforts in the coming years."

For a copy of die full report, call
the National Academy for State
Healdi Policy, (207) 874-6524.

Matt Grayson is a regional coordinator. The
Council of Stale Governments, (696) 244-
8240.
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The small group market Is
defined by the act as
groups of two to 50.
According to the report:
Thirty states have amended
their laws to conform to the
small group she, while 14
state definitions coincided
with the act.

Vo
T in Ihe smallgroup
market, 30 states
enacted guaranteed
Issue, while 15had met this
requirementin previous
state Insurance reform.

Twenty-eight states
b? enactedlegislation
»  requiringguaranteed
renewablllty; 18 states had
already metthis requirement.

Pre-existing
condition exclusion
f  provisions were
enacted In 38 slates, while
seven had previous laws
addressing this provision.
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