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Presentation comes from publicly filed 

documents and information 

 

Here in our personal capacities – Not 

speaking on behalf of the Department of 

Law or AG 

 

Not legal advice – CUFTA is complicated! 



Fall 2010:  Hundreds of consumer 
complaints against dozens of magazine 
telemarketing companies 

 
Pattern in complaints 
 

• Many victims are elderly or otherwise vulnerable 
 
• Tricked into “contracts” for magazine subscriptions 

valued at $1,300 

 
• Many consumers were being billed by as many as 5 

magazine companies every month 



Family Business:  4 Generations 



Call consumers who are receiving 

magazines 

 
• I’m with the publishers who send out your magazines 

• Calling to lower your price and set “privacy block”  

 

Convince consumers to go on audio 

recording “verifying” the new, lower price 



Preferably  have: 
 

• Name and address 

• of consumer 
 

• Magazines the 

consumer is 

receiving 
 

• Partial or full cc 

number 

Lead Lists 



Three-Step Process 
1. Sales Pitch 

2. Closing/Capping 

3. Verification 

 
 

 Recording Defendants later use to prove an “oral contract.” 

 

 Record it multiple times until it sounds right 

 



• First Step: Sales Pitch 



• “I’m with the circulation 

department with the publishers 

that send out your magazines” 
 

• “You are receiving what you’re 

paying for, but not the 60 months 

that goes on the end.” 
 

• They thought we should contact 

you just in case another company 

calls and tries to get you to order 

more.  Please don’t get anymore.” 
 

• “Okay?  So do me a favor.  If you 

receive any calls or notices from 

any other companies don’t get 

anymore, because you’re all set.” 

• We like to classify our readers by 

age and occupation. 

 

• …”Do you carry a Visa, 

MasterCard, American 

Express, Discover?  Do you 

have a checking account? 

First Step: Sales Pitch 



Step Two: Capping 



• “All I’m doing is checking up on 

(Rep. Name), was (he/she) polite 

and courteous when (he/she) spoke 

with you?” 
 

• “(He/she) did let you know that you 

are one of our preferred customers 

and receiving your magazines at 

$3.99 a week, is that correct?” 
 

• “I’m calling because we are going 

to get you out our new listing, we 

did update that.” 
 

• “Now we are helping you with the 

billing.  We’re taking your payments 

down to $12.95 a month.” 
 

• “Now you are going through your 

credit card, is that a regular card or 

a debit card.”   



• “From now on your monthly 

amount will show up 

separately for you.” 

 

• “But I’m also going to put a 

privacy block on there for you, 

because as (Rep. Name) stated, 

we’ve been getting a lot of 

phone calls from our 

customers stating that they’re 

getting calls from other 

companies trying to get them 

to buy more.” 

 

• “Now on your card it shows 

(Customer Name), is there a 

middle initial?” 



 “If you can grab your card, I’ll 
need the expiration date again 
and this will be the last time 
you’ll have to do that.” 

 
 “And the (card/account) 

number.  Now do me a favor and 
turn that around.” 
 

 You see on the back where you 
sign your name.  There’s 3 more 
numbers back there, I need 
those.  That # is called your CVV, 
that’s what I’m going to use to 
put a privacy block on there for 
you.” 
 



• “The publishers wanted to make 

sure you are receiving what you’re 

supposed to, off the top of your 

head which titles have you seen 

come through the door so far.” 

 

• “Great, looks like you’re all set.”  

(Give magazines) 

 

• “Going over the billing of course 

that $3.99 a week comes out to 

$16.66 a month, however the way 

the publishers are handling the 

billing now is 3, 6, and 12 months 

at a time.  …  So I just saved you a 

couple hundred dollars.” 

Second Step: Capping 



Automatic debits from credit 

card or bank account + Refusal 

to cancel = Monthly income 

stream 

Recorded multiple times 
 

Verification (Oral “Contract”) 

 



 If consumer stops automatic debits  

Collections 
• Repeated, harassing phone calls.  Threats of: 

 Late fees 

 Report to credit agencies 

• No real expectation of collecting all $1,300 

 Market value of a contract = about $300 

• Attempt to collect on a “discount” or 

“settlement” rate, often through one-time 

payment 





Use exact same procedure to call your 

own customers and get an “add-on” 

account 



Defendants wanted to stay below the 

radar of  

 

1.  Better Business Bureau 

 

2.  Merchant Account Processors 

 

3.  Law Enforcement 



Have Employees: 
• Form corporations 

• Set up P.O. Boxes 

• Establish Bank Accounts 

• Establish Merchant Accounts 

 

Use companies with similar names and 

identical abbreviations 
 



• National Readers and 

Associates 

 

• Neighborhood Readers 

and Associates 

 

• N.R. & Associates 

 



Former Employees  
• Provide the real script and explain the scam 

 

Follow the money 
• Bank records, other financial documents 

 

Audio Recordings 
• Defendants happy to provide evidence of 

“verifications” 

• Telemarketers forget to turn off recording device 
after verifications 

 



All but one Defendant settled. 
 

Settling Defendants = $1.5M in judgments 
 

Defendant that went to trial = $6M judgment 
 

All Defendants barred from selling 

magazines in Colorado 
 

Restitution payments to consumers 

scheduled to commence this fall 



State v. Patriotic Readers et al., sworn testimony of former employee: 



How much is a $6 million judgment worth? 



 Post-judgment Discovery (CRCP Rule 69) 

• Interrogatories, subpoena for documents 
 

 Order debtor “to appear before court, master 

or referee with requested documents . . . To 

answer concerning property.” (CRCP Rule 

69(e)) 

 

 

 

Might 

want to 

leave 

these at 

home. 





Wife 

Father-in-

law 

????? 



 

CUFTA, C.R.S. § 38-8-101 et seq., dates 

back to the Fraudulent Conveyances Act 

of 1571, also known as the Statute 13 

Elizabeth 

 



• Churches, other locations were “sancturaries” 

into which the King’s Writ could not enter 

• Debtors could take refuge in a church (or 

certain precincts) and “live in relative comfort 

. . . Immune from execution by their creditors.” 

• Debtors would sell their property to friends 

and family  “for a nominal sum with the tacit 

understanding that the debtors would reclaim 

their property after their creditors gave up or 

compromised their claims.” 

 
• Fraudulent Conveyance Law and Its Proper Domain, Douglas G. Baird, 

“Chicago Unbound,” University of Chicago Law School (1985), 

http://chicagounbound.uchicago.edu/cgi/viewcontent.cgi?article=2

046&context=journal_articles 

Statute 13 of Elizabeth 



For the avoiding of feigned, covinous and fraudulent feoffments, 
gifts, grants, alienations, bonds, suits, judgments and executions, 
as well of lands and in tenements . . . which feoffments, gifts, 
grants etc have been and are devised and contrived of malice, 
fraud, covin, collusion or guile to the end, purpose and intent to 
delay, hinder or defraud creditors and others of their just and 
lawful actions, suits, debts, etc; not only to the let or hindrance of 
the due course and execution of law and justice, but also to the 
overthrow of all true and plain dealing, bargaining and chevisance 
between man and man, without the which no commonwealth or 
civil society can be maintained or continued.  
 
Be it therefore declared, ordained and enacted, that all and every 
feoffment, gift, grant, alienation, bargain and conveyance of 
lands, tenements, hereditaments, goods and chattels, or any of 
them, by writing or otherwise, and all and every bond, suit, 
judgment and execution at any time had or made to or for any 
intent or purpose before declared and expressed, shall be from 
henceforth deemed and taken, only as against that person or 
persons, his or their heirs, successors, executors, administrators 
and signs of every of them, whose actions, suits, debts, etc; by 
such guileful, covinous or fraudulent devices and practices, as is 
aforesaid, are, shall or might be in anywise disturbed, hindered, 
delayed or defrauded, to be clearly and utterly void, frustrate, 
and of none effect, any pretence, color feigned consideration, 
expressing of use or any other matter or thing to the contrary 
notwithstanding. 
 
(Source:  Wikipedia) 

 

Statute 13 

 of Elizabeth 

https://en.wikipedia.org/wiki/Feoffment
https://en.wikipedia.org/wiki/Commonwealth
https://en.wikipedia.org/wiki/Void_(law)


Certain transfers are void as to your 

present and future creditors 



1918: Original Uniform Fraudulent 

Conveyance Act 
• Codified “badges of fraud” identified in 350 

years of cases applying Statute of 13 Elizabeth  
C.R.S. 38-8 (Uniform Fraudulent Transfer Act Prefatory Note) 

• Subsequently fine-tuned 

Colorado adopted Uniform Fraudulent 

Transfer Act in 1991 



Did transfer occur before or after the 

creditor’s claim arose? 

 
• C.R.S. § 38-8-105:  Applies if the transfer 

occurred before or after the claim arose. 

• C.R.S. § 38-8-106: Applies only to transfers that 

occurred after the claim arose 





 

 Jan. 1, 2015: Lawsuit not looking good. 

Better put the boat in my wife’s name! 

Mar. 1, 2015:  Judgment 

enters against you – 

CLAIM ARISES 

C.R.S. § 38-8-105  



April 1, 2015:  

Judgment 

Enters – 

CLAIM ARISES 

April 2, 2015:   

Transfer the boat! 

C.R.S. § 38-8-105 and 106 



Can be deemed fraudulent in 3 different 
ways: 
 

1.  If made with “actual intent to hinder, delay, 
 or defraud any creditor of the debtor.” 
 C.R.S. § 38-8-105(1)(a) 
 

2. If made “[w]ithout receiving a reasonably 
 equivalent value” and …. C.R.S. § 38-8-
 105(1)(b) 
 

3.  C.R.S. § 38-8-106 
 

 



 C.R.S. § 38-8-105(1)(a) 
• Transfer or obligation fraudulent if done with intent to 

defraud 
 

 In determining “Intent,” look to the “badges of fraud” 
(C.R.S. § 38-8-105(2)).   

 
(a) The transfer or obligation was to an insider; 
 
(b) The debtor retained possession or control of the 
property transferred after the transfer; 
 
(c) The transfer or obligation was disclosed or 
concealed; 

(“Insider” defined at 

 C.R.S. § 38-8-102(8)) 

"obligation" refers to “the assumption by the debtor of a duty to 

transfer an asset as a fraudulent transfer, even though no actual 

transfer has as yet taken place.  Sands v. New Age Family 

Partnership, 897 P.2d 917, 919 (Colo. Ct. App. 1995) 

Transfers Before or After  

Claim Arose 

http://www.lexis.com/research/xlink?app=00075&view=full&searchtype=le&search=897+P.2d+917 at 919
http://www.lexis.com/research/xlink?app=00075&view=full&searchtype=le&search=897+P.2d+917 at 919
http://www.lexis.com/research/xlink?app=00075&view=full&searchtype=le&search=897+P.2d+917 at 919


More “badges of fraud” 
 
(d) Before the transfer was made or 
obligation was incurred, the debtor had been 
sued or threatened with suit; 
 
(e) The transfer was of substantially all the 
debtor's assets; 
 
(f) The debtor absconded; 
 
(g) The debtor removed or concealed assets 



(h) The value of the consideration received by the debtor was 
reasonably equivalent to the value of the asset transferred or 
the amount of the obligation incurred; 
 
(i) The debtor was insolvent or became insolvent shortly after 
the transfer was made or the obligation was incurred; 
 
(j) The transfer occurred shortly before or shortly after a 
substantial debt was incurred; and 
 
(k) The debtor transferred the essential assets of the business 
to a lienor who transferred the assets to an insider of the 
debtor. 

(“Value” and “reasonably 

equivalent” discussed at C.R.S. § 

38-8-104) 

(“Insolvency” discussed at § 38-8-

103)  



 

 Transfer is fraudulent “as to a creditor” if made 

“[w]ith actual intent to hinder, delay, or defraud 

any creditor of the debtor.”  C.R.S. § 38-8-

105(1)(a). 
 

Boat was transferred in 

response to Kansas Attorney 

General Investigation 3 years 

before we invoked CUFTA. 

Note:  Claims are extinguished 1 or 4 years after the transfer, or 1 year after claimant discovered or should 

have discovered the transfer, depending on the statutory basis for your claim.  C.R.S. § 38-8-110. 



Can be deemed fraudulent in 3 different 
ways: 

 
1. If made with “actual intent to hinder, 
 delay, or defraud any creditor of the 
 debtor.” C.R.S. § 38-8-105(1)(a) 
 

2. If made “[w]ithout receiving a 
 reasonably equivalent value” and …. 
 C.R.S. § 38-8-105(1)(b) 
 

3. C.R.S. § 38-8-106 
 



 C.R.S. § 38-8-105(1)(b)  Transfer fraudulent if done: 
 

“Without receiving a reasonably equivalent value in 
exchange for the transfer or obligation, and the debtor: 
 
(I) Was engaged or was about to engage in a business 
or a transaction for which the remaining assets of the 
debtor were unreasonably small in relation to the 
business or transaction; 
 or 
 
(II) Intended to incur, or believed or reasonably should 
have believed that he would incur, debts beyond his 
ability to pay as they became due.” 



“Without receiving a reasonably equivalent value in 

exchange for the transfer or obligation” 

“I agree to purchase your boat for 

$5.” 
(Must prove remaining factors of C.R.S. § 38-8-105(1)(b) – but 

no need to prove actual intent or any “badges of fraud” ) 



April 1, 2015:  Judgment 

Enters – CLAIM ARISES 

April 2, 2015:  Transfer the boat! 

C.R.S. § 38-8-105 and 

106 



• Don’t have to prove “intent to defraud” 
 

C.R.S. § 38-8-106(1) 
• Transfer or made or obligation incurred fraudulent if 
 “debtor made the transfer or incurred the obligation 

without receiving a reasonably equivalent value in 
exchange for the transfer or obligation” 

                              AND 

 “debtor was insolvent at that time or the debtor became 
insolvent as a result of the transfer or obligation” 

 

(“insolvent” defined at C.R.S. § 38-8-103) 



C.R.S. § 38-8-106(2) 

 
• Transfer fraudulent if “made to an insider for an 

antecedent debt, the debtor was insolvent at that 

time, and the insider had reasonable cause to 

believe that the debtor was insolvent.” 

 

Any transfer fraudulent under C.R.S. § 38-

8-105 

 



• Found at C.R.S. § 38-8-108 

 

• Avoid transfer and attach it to 

apply to judgment 

 

• Judgment for 1.5X value of asset 

• Including against 

transferee who acts with 

“wrongful intent” 

 

• Injunction against further 

transfers 

• Contempt! 

 

• Also can bring action for civil 

conspiracy 



What about a third party who purchases an 
asset in good faith? 

 
C.R.S. § 38-8-109 (1): 
 
 “A transfer or obligation is not voidable 
 under section 38-8-105 (1) (a) against a 
 person who took in good faith and for a 
 reasonably equivalent value or against 
 any subsequent transferee or obligee.” 
 
More defenses listed at 109 

https://www.lexis.com/research/buttonTFLink?_m=6498a0d85aec2c61a1ca0af1fe4934e2&_xfercite=<cite cc%3d"USA"><![CDATA[C.R.S. 38-8-109]]></cite>&_butType=4&_butStat=0&_butNum=2&_butInline=1&_butinfo=COCODE 38-8-105&_fmtstr=FULL&docnum=1&_startdoc=1&wchp=dGLbVzt-zSkAb&_md5=13035c3a2082294051f912aea71819be
https://www.lexis.com/research/buttonTFLink?_m=6498a0d85aec2c61a1ca0af1fe4934e2&_xfercite=<cite cc%3d"USA"><![CDATA[C.R.S. 38-8-109]]></cite>&_butType=4&_butStat=0&_butNum=2&_butInline=1&_butinfo=COCODE 38-8-105&_fmtstr=FULL&docnum=1&_startdoc=1&wchp=dGLbVzt-zSkAb&_md5=13035c3a2082294051f912aea71819be
https://www.lexis.com/research/buttonTFLink?_m=6498a0d85aec2c61a1ca0af1fe4934e2&_xfercite=<cite cc%3d"USA"><![CDATA[C.R.S. 38-8-109]]></cite>&_butType=4&_butStat=0&_butNum=2&_butInline=1&_butinfo=COCODE 38-8-105&_fmtstr=FULL&docnum=1&_startdoc=1&wchp=dGLbVzt-zSkAb&_md5=13035c3a2082294051f912aea71819be
https://www.lexis.com/research/buttonTFLink?_m=6498a0d85aec2c61a1ca0af1fe4934e2&_xfercite=<cite cc%3d"USA"><![CDATA[C.R.S. 38-8-109]]></cite>&_butType=4&_butStat=0&_butNum=2&_butInline=1&_butinfo=COCODE 38-8-105&_fmtstr=FULL&docnum=1&_startdoc=1&wchp=dGLbVzt-zSkAb&_md5=13035c3a2082294051f912aea71819be
https://www.lexis.com/research/buttonTFLink?_m=6498a0d85aec2c61a1ca0af1fe4934e2&_xfercite=<cite cc%3d"USA"><![CDATA[C.R.S. 38-8-109]]></cite>&_butType=4&_butStat=0&_butNum=2&_butInline=1&_butinfo=COCODE 38-8-105&_fmtstr=FULL&docnum=1&_startdoc=1&wchp=dGLbVzt-zSkAb&_md5=13035c3a2082294051f912aea71819be

