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COLORADO

BUSINESS LAW LEGISLATIVE UPDATE

I. HB 26-1088: Business Entity Filings; Secretary of State

a. Background: Colorado has seen a sharp rise in fraudulent and unauthorized
business filings, bad actors hijacking entity names, falsely naming registered
agents, and misusing the Secretary of State’s self-service filing system. This bill
tightens the compliance process to detect, flag, and unwind fraudulent filings, and
gives injured parties a direct path to dissolve the offending entity.

b. Bill Summary: The bill expands the Secretary’s authority and tightens the fraud-
complaint process:

1.

6.

The Secretary may mark void or remove an entity filing, and adjust the
entity’s status, if an electronic payment for the filing fee is reversed or
never completes.

The Secretary may suspend or dismiss a complaint upon determining a
relationship exists between the complainant and the subject of a
fraudulent-filing complaint.

The bill prohibits using a fraudulent entity as a registered agent, and lets
the Secretary flag a record as unauthorized or fraudulent (without an AG
referral) on notice from the AG that an entity listed as registered agent
was created without authorization or for fraud.

The AG may give written notice to any other point of contact reasonably
calculated to reach the entity (where the registered-agent address matches
the complainant’s), and the bill repeals the second 21-day notice period.

A person injured by such a violation may bring an action to dissolve the
entity; where dissolution is based on a fraudulent filing, the action may be
brought in Denver.

$193,954 from the department of state cash fund to implement.

c. Effective Date: Signed; effective 12:01 a.m. the day after the 90-day post-

adjournment period (on or about August 12, 2026), subject to referendum.

II. SB 26-189: Automated Decision-Making Technology (ADMT)

a. Background: SB 26-189 repeals and reenacts Colorado’s landmark Al consumer-
protection law (SB 24-205, the “Colorado Al Act”), replacing the “high-risk Al
system” framework with an “automated decision-making technology” (ADMT)
regime governing Al used in consequential decisions. This is the most significant
business-Al compliance mandate in the country that other states are watching.

b. Bill Summary: Key obligations on developers and deployers:
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“ADMT” means technology that processes personal data and uses
computation to generate output (predictions, recommendations,
classifications, rankings, scores) used to make, guide, or assist a decision
about an individual. A “consequential decision” affects access to or
eligibility for education, employment, housing, financial/lending
services, insurance, health care, or essential government services and
benefits.

Developers of a covered ADMT must give deployers technical
documentation: intended uses, categories of training data, known
limitations, and instructions for appropriate use and human review, and
notify deployers of material updates.

Deployers must give clear, conspicuous notice at the point of interaction
and, within 30 days after an adverse consequential decision, a plain-
language description of the ADMT’s role. The AG must adopt clarifying
rules by Jan. 1, 2027.

Rights to access and correct personal data, and to request meaningful
human review and reconsideration after an adverse outcome.

Developers and deployers must retain compliance records for at least 3
years.

Before any action filed prior to Jan. 1, 2030, the AG must give 60-day
notice and an opportunity to cure where possible. No new private right of
action, but the act allocates fault between developers and deployers in
existing unlawful-discrimination suits.

Effective Date: Takes effect January 1, 2027 (certain provisions, including AG
rulemaking, take effect upon passage).

III. HB 26-1188: Sunset Process; Securities Regulation

a.

b.

Background: Implementing DORA’s 2025 sunset review, the bill continues the
Division of Securities and the Securities Board until 2037 and modernizes
enforcement procedure under the Colorado Securities Act.

Bill Summary: In addition to the 2037 continuation:

CORA carve-out: Deficiency letters and related communications are not
public records subject to inspection under the Colorado Open Records
Act.

2. Licensing: Investment advisers and IA representatives doing business in

Colorado must be licensed by the Commissioner unless exempt.
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Appointment input: The DORA executive director must consult the
Securities Board when appointing the Commissioner; statutory language
is made gender-neutral.

Faster C&D and suspension: The Commissioner may issue a preliminary
cease-and-desist order or summary license-suspension order directly. The
subject may request a hearing; the hearing must occur within 45 days
(with a stated exception, the deadline moves to 60 days). If no hearing is
requested within 15 days, the order becomes final, and the subject must
obey the order in the meantime.

Effective Date: Signed; effective on or about August 12, 2026 (90 days after
adjournment), subject to referendum.

IV. HB 26-1263: Conversational Al Service; Operator
Requirements

a. Background: Aimed at consumer-facing chatbots and companion Al, the act
regulates “conversational Al services” (i.e., publicly accessible Al systems that
primarily simulate human conversation through adaptive text, visual, or audio
communication) with heightened protections for minors.

C.

Bill Summary: Effective January 1, 2027, an “operator” (one who develops/makes
available or offers such a service) must:

1.

4.

Age estimation: Use commercially reasonable or generally accepted
methods to estimate the age of account holders and other users.

Minor safeguards: If it knows a user is a minor, provide disclosures; not
offer points or rewards to drive engagement; institute technically feasible
measures to prevent explicit sexual content, intimate digital depictions, or
statements simulating emotional dependence; implement a protocol to
stop engaging on prompts regarding sexual conduct with a minor; and
provide privacy and account-management tools for the minor or a
parent/guardian.

Al disclosure & crisis protocol: Disclose to users that the service is Al
implement a protocol for prompts regarding suicidal ideation or self-
harm; and report annually to the AG on that protocol.

No false professional equivalence: An operator may not state that the
service’s output is provided by, endorsed by, or equivalent to a licensed,
certified professional. The act preserves constitutional access to
information and does not compel disclosure of confidential information.

Effective Date: Effective January 1, 2027.
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HB 26-1195: Psychotherapy: Artificial Intelligence Restrictions

a.

C.

Background: Responding to “Al therapist” apps, the bill restricts how regulated
mental-health professionals (and unlicensed psychotherapists) may use Al, and bars
non-professionals from offering psychotherapy to the public, including via Al

Bill Summary: Core prohibitions and guardrails:

1.

Prohibited Al uses: A regulated professional may not allow an Al system
to interact directly with clients in therapeutic communication without
synchronous, real-time involvement of the professional; generate
therapeutic recommendations or treatment plans without the
professional’s review and approval; or detect emotions or mental states.

Permitted support: Al may provide administrative or supplementary
support if the professional retains full responsibility for all interactions,
outputs, and data use, consistent with privacy and security law. Recording
or transcription via Al requires advance written notice and the client’s
written, informed consent.

Carve-outs: Education, training, simulation, and IRB-overseen research
are permitted, as are wellness tools (self-help, journaling, guided
meditation, mood monitoring, safety planning) that do not diagnose or
treat and that clearly disclose they are not a substitute for clinical care.

Unlawful practice & CCPA: It is unlawful to offer psychotherapy to the
public (including through AI) unless by a regulated professional. It is a
deceptive trade practice under the CCPA for an Al system’s advertising,
interface, or outputs to imply its output is endorsed by or equivalent to
professional psychotherapy, or that user data is confidential. Boards may
discipline violators.

Effective Date: Signed; effective on or about August 12, 2026 (90 days after
adjournment), subject to referendum.

SB 26-131: Sports Betting Protections

a.

Background: Following national concern over problem gambling and aggressive
promotion, SB 26-131 imposes consumer-protection guardrails on internet sports
betting operators licensed by the Colorado Limited Gaming Control Commission.

Bill Summary: Principal restrictions:

1.

Deposit & solicitation limits: No more than 6 separate deposits from an
individual per gaming day; no push notifications or text messages to
account holders soliciting bets or deposits.
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2. Advertising to minors: No targeting or content clearly meant for persons
under 21, and no advertising on media whose audience is reasonably
expected to be majority under-21.

3. Credit cards barred: Operators may not accept deposits by credit card for
a sports bet; a violation is a class 2 misdemeanor, with a commission
penalty up to $25,000.

4. Data reporting: Annual operator data to the Division of Gaming, compiled
into a public report every 3 years beginning January 1, 2029; water-plan
transfer floor preserved. $124,623 appropriated for legal services.

c. Effective Date: Effective on or about August 12, 2026 (90 days after adjournment),
subject to referendum.

VII. HB 26-1272: Extreme Temperatures: Worker Protections

a. Background: A first step toward heat and cold worker-safety standards, the act tasks
CDLE’s Division of Labor Standards and Statistics with building the data
foundation and a model prevention plan.

b. Bill Summary: The act requires the Division to:

1. Data collection (by Jan. 15, 2027): Begin collecting data on temperature-
related injury, illness, and emergencies at worksites; build a public
reporting platform; and pull data from CDPHE syndromic surveillance,
workers’ compensation, and the Center for Improving Value in Health
Care.

2. Model plan (by July 1, 2028): Develop a model Temperature-Related
Injury and Illness Prevention Plan, post it online, review and update it at
least every 5 years, and adopt implementing rules. $76,651 appropriated.

c. Effective Date: Effective on or about August 12, 2026 (90 days after adjournment),
subject to referendum; data and model-plan obligations phase in through 2027-
2028.

VIII. HB 26-1427: Uniform Antitrust Pre-Merger Notification:
Update

a. Background: A targeted update to the Uniform Antitrust Pre-Merger Notification
Act that Colorado adopted in 2025 (SB 25-126), conforming to amendments
adopted by the Uniform Law Commission and smoothing the filing mechanics.

b. Bill Summary:
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Filing timing: Requires filing the Hart-Scott-Rodino (HSR) form with the
Colorado AG within one business day after the federal filing (rather than
contemporaneously).

Security & confidentiality: Requires the AG to provide a secure means to
accept and store materials, and to give confidentiality assurances when
receiving another state’s materials under the act.

Disposal: Requires the AG to destroy or return submitted materials within
120 days after the close of the transaction or conclusion of related
proceedings, whichever is later.

Cure period: Requires written notice and a 3-day cure period before civil
penalties for HSR-filing noncompliance.

Effective Date: Effective on or about August 12, 2026 (90 days after adjournment),
subject to referendum.

IX. SB 26-174: Prohibit Lead Generation Legal Marketing

a.

b.

C.

Background: Directly affecting the business of law, the act targets pay-per-lead
legal-marketing models by making “lead generation legal marketing” a deceptive
trade practice under the CCPA.

Bill Summary: Key provisions:

1.

Definition: “Lead generation legal marketing” is marketing in which a
lawyer, law firm, or licensed legal paraprofessional pays a third party for
information about a potential client or case (including contact information
or details of the legal issue).

Prohibition: Unless a person meets stated criteria, the act bars paying for
lead-generation legal-marketing services, engaging in the practice, or
selling leads to an attorney, law firm, or licensed legal paraprofessional.

Who may market: Only a person authorized by the Colorado Supreme
Court to practice law in Colorado; someone working on behalf of such an
authorized person who is clearly identified in the materials; or a nonprofit
that provides legal services.

4. Penalties: Both civil and criminal penalties may apply.

Effective Date: Effective on or about August 12, 2026 (90 days after adjournment),
subject to referendum.
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X. HB 26-1421: Fee Sharing with Nonlawyers in Legal Practice

a. Background: A companion to SB 26-174, this act fences the practice of law off
from outside capital. It bans fee-sharing with nonlawyers and “alternative business
structures” (ABS) (e.g. the nonlawyer-owned or controlled entities that Arizona and
Utah have authorized) and is a direct rejection of the ABS / private-equity-in-law-
firms trend.

C.

Bill Summary: For legal services concerning a legal right arising in whole or in part
in Colorado, the act prohibits a lawyer or law firm from:

1.

Sharing fees/revenues: providing any portion of legal fees or revenues to
a nonlawyer or to an alternative business structure (an organization that
economically participates in or shares the profits of legal services and is
owned or controlled by one or more nonlawyers);

Contracting with an ABS: entering into a financial or contractual
arrangement with an ABS relating to the provision of legal services;

Co-owned entities: forming a Colorado-recognized entity with a
nonlawyer if any of the entity’s activities consist of providing legal
services;

Nonlawyer ownership / control: practicing with or in the form of a
professional company if a nonlawyer owns an interest or has the right to
direct a lawyer’s judgment; and

Contingent admin pay: compensating a provider of administrative or
nonlegal business services unless the compensation is not contingent on a
percentage of legal fees or revenues and not determined by reference to
recoveries, settlements, or case outcomes.

Exemptions: the act exempts certain arrangements, activities, and
organizations from these prohibitions.

Private right of action: enforcement is available to (1) a person to whom
a lawyer or firm provided legal services alleged to violate the act, and (2)
a law firm doing substantial business in Colorado that has suffered or may
suffer a revenue loss from another firm’s violation (the latter is not
eligible to recover economic damages).

Remedies & disgorgement: a plaintiff may seek economic damages,
injunctive relief, declaratory relief, and other relief. On a finding of
violation, the court must order funds received or paid in violation
disgorged to the state treasurer (deposited in the general fund), except
amounts paid as economic damages to a plaintiff.

Effective Date: Effective on or about August 12, 2026 (90 days after adjournment),
subject to referendum.
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d. More Information: See Lidstone, Herrick K., 2026 Legislation Directly Affecting
Colorado  Attorneys  (June 09, 2026). Available at  SSRN:
https://ssrn.com/abstract=6788318.

XI. HB 26-1286: Automated Driving System Commercial Vehicles:
(VETOED)

a. Background: This bill was vetoed by the Governor and is not law.

b. What it would have done: Prohibited using an automated driving system to drive a
commercial motor vehicle unless a CDL holder was in the vehicle, monitoring, and
able to intervene (in the driver’s seat if hazardous materials were carried). Penalties
of $1,000 (first offense), $2,000 (second), doubling thereafter; exemptions for light-
duty vehicles and truck-mounted attenuators; a 2031 repeal with a State Patrol study
and 2030 report.

c. Status: Vetoed by the Governor. Interesting bill that may come back given the
national push on autonomous freight.
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FEDERAL

I. SEC Interpretation: When Crypto Assets Are “Securities” Under
Howey

a. Background: After more than a decade of uncertainty, the SEC issued a long-
awaited interpretation clarifying when crypto assets and crypto-asset transactions
are or involve “securities” under the federal securities laws. The interpretation
complements Congressional efforts to codify a crypto market-structure framework,
and the CFTC has said its staff will administer the Commodity Exchange Act
consistent with the SEC’s interpretation.

b. Summary: Highlights of the interpretation:

1. What is/isn’t a security: Tokenized securities are securities; stablecoins,
digital tools, digital collectibles, and digital commodities are not. Protocol
mining, protocol staking, “wrapping” non-security crypto assets, and
airdrops do not involve offers or sales of securities under Howey.

2. Howey applied: A non-security crypto asset becomes subject to an
investment contract when an issuer induces an investment of money in a
common enterprise with promises of essential managerial efforts from
which purchasers reasonably expect profits. The interpretation gives
guidance on the nature, source, medium, and detail of qualifying
representations or promises.

3. Contracts can end: A non-security crypto asset ceases to be subject to an
investment contract when the contract terminates (because the issuer has
either fulfilled or failed to satisfy its representations) rejecting the view
that an asset, once a security, is a security forever.

c. Status: SEC staff interpretation (with CFTC alignment), not a statute or rule. Treat
as interpretive guidance.

II. NASAA Opposes Two House Securities Bill Amendments

a. Background: In a March 3, 2026 letter to House Financial Services Committee
leaders, NASAA President Marni Rock Gibson urged “no” votes on amendments
to two bills that would reshape small-issuer offerings and state authority over
secondary trading.

b. Summary: The two bills:

1. H.R. 4171 (SEED Act): Would amend the Securities Act of 1933 to give
small issuers a micro-offering exemption free of mandated disclosures or
filings (but subject to federal anti-fraud rules). NASAA warns it would
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weaken retail-investor protections, and dilute bad-actor disqualification
by replacing incorporation of state regulatory orders with a Rule 506-
based standard plus “any successor regulation.” The amendment also
raises the offering cap from $250,000 to $500,000.

2. H.R. 7127 (Restoring the Secondary Market Trading Act): Would amend
the 1933 Act to preempt state regulation of off-exchange secondary
trading where the issuer keeps certain public financial disclosures current
(e.g., under SEC Rules 257(b) or 15¢2-11). NASAA argues it would gut
the NSMIA cooperative-preemption balance under Section 18 and
preempt state authority over virtually all off-exchange secondary trading,
citing “Pink Sheets” bad-actor history.

Status: Proposed federal legislation, not enacted yet.

III. One Big Beautiful Bill Act: Section 1202 QSBS Expanded Benefits

a.

d.

Background: Big one for anyone advising founders and investors. As part of the
federal tax package (the One Big Beautiful Bill Act) the Section 1202 qualified-
small-business-stock benefits got significantly expanded.

Current Law: A noncorporate taxpayer can exclude up to 100% of gain on QSBS,
capped at the greater of $10 million or 10 times basis stock acquired at original
issuance from a C corp that meets a $50 million asset test, held more than five years.

What Changed: First, a tiered-gain exclusion, 50% at three years, 75% at four,
100% at five, so you no longer have to wait the full five years for partial benefit.
Second, the per-issuer cap goes from $10 million to $15 million, indexed starting
2027. Third, the aggregate-gross-assets ceiling goes from $50 million to $75
million, indexed from 2027, which pulls a lot more companies into eligibility.

Status: Enacted as part of OBBBA, applies to QSBS acquired after the effective
date.
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