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WORK sessmmamn"«:m

ASSEMBLY COMMITTEE ON COMMERCE AND LABOR

Monday, Apnl 7 2003

The following measure will be considered for actzon during the work session. Possible
-~ amendments are noted; these were either suggested during testimony or submitted in writing

and do not necessarily have the approval of the Committee, but are merety con;mled here to
assist the Commmee in its delzberauons

. Asseml)ly Bill 453 (Heard in Commitiee on 4/4/03 -

NACT)
Makes various changes to pravzswns relatmg to msurance (BDR 57- 546)

Several amendments to A.B. 453 have been proposed

1. Alice Molasky—Arman, Comm1ss1oner of Insurance, proposed amendments that are
contained in Exhlblt A

2. James Wadhams representing - the Nevada Surplus Lines Association, 'proposed'

-amendments that are contained in Exhibit B. Note a correction to h1s proposed change
to NRS 187.512—“or” to “and.” :

3. Robert Vogel, ProGroup Management proposed amendments that are eontamed in

Exhibit C.

Assembly Committee on Commerce and Labor
WS-407 '
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- EXHIBIT A

KENNY C. GUINN ' - STATE OF NEVADA o AUCE A. MOLASKY-ARMAN

Governor . Commissioner of Insurance

SYDNEY H. WICKLIFFE, C.PA.
Director

DEPARTMENT OF BUSINESS AND INDUSTRY
DIVISION -OF INSURANCE
788 Fairview Drive, Suite 300
Carson City, Nevada 89701-5491
' (775) 687-4270 + Fax (775) 687-3937
"Internet Address: dol.state.nv.us
~ E-mail: insinfo@doi.state.nv.us

April 4, 2003

Nevada State Assemblyman :
Chairman, Assembly Comrnittee on Commerce and Labor
State Legislative Building

Carson City, Nevada 89710

Re:  Assembly Bill 453
Statement of Intent on Proposed Amendments

Dear Chairman Goldwater.

The Department of Business and Industry, D1v131on of Insurance (D1v1s10n) would
hke to amend Assembly Bill 453 as follows g

A.  Section 4(1)@)(2)

Amend subsection ( 1)(b)(2) to change "medical malpracttce as defined in NRS 41A.009;"

to “Medical or dental malpractice of a practitioner licensed pursuant to chapters 630 to
637B of NRS, inclusive, chapters 639 to 640 of NRS, mcluswe, a hospital or other
health care facility; or any related corporate entity;”

- This change would be consistent with the Division’s intent to require closed claim
reports from all sectors of the medical community including hospitals, corporatlons,
laboratories and allied health care providers. The definition in NRS 41A.009 is limited to -
physicians, hospitals and employees of hospitals.
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The Honorable David E. Goldwater o
April 4,2003
Page 2

" B. ‘Section 22:

" The amendment is intended to clarify the effective date, in that the felony
conviction must have occurred after passage of thebill. -

D. Sections 43-64;

The amendments to these sections penmt an essentlal insurance association to
become a domestic reciprocal insurer. Current law permits an essential insurance
association to become a domestic stock insurer. The bill proposed language to permit the
association to become a domestic mutual insurer. These amendments allow the -

addltlonal option of becoming a domestxc reclprocal msurer

E.  Section 48(3): :
' The amendment is mtended for the statute to apply only to mdustnal msurance

'F. Delete Scction 76:
This section was enacted under SB 11 earlier dunng this legislative session. .
Enclosed are proposals for amendments that address the points ralsed above

Twill appreclate your consideration of these suggesttons and would be happy to
. answer any questtons you may have.

'Commissioner of Insuranch

 AAMA/pd
cc:  Marybel Batjer, Chief of Staff ,
- Michael Hillerby, Deputy Chief of Staff

Sydney Wickliffe, Director
Vance Hughey, Principal Research Analyst
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STATE OF NEVADA

- DEPARTMENT OF BUSINESS AND INDUSTRY

' ' DIV_ISION OF INSURANCE
PROPOSED AMENDMENTS TO AB 453
Assembly Committee on Commerce and Labor
April 4, 2003

- Amend section 4, pagc 4, by deleting line 15 and inserting:
- “Medical or dental m‘alpractice of a practitioner licehsed pursuani to chapters 630 to

- 637B of NRS inclusive, and chapters 639 to 640 of NRS incluswe, ora hospmd or

other health care facility; or any related corporate enttg:,

Amend section 22, page 21, line 19, a.ﬂer ‘ffelony” by msertmg commu‘ted on or after

October 1, 2003

Amend section 48, page 36, line 20, afler "?etutned” by msertmg, ‘jfo( a policy of -

. Industrial Insurance”

Amend sectionll43, page 34, line 35, after “insurer” by inserting, .“o.r to a domestic -

. reciprocal insurer”

' Amend section 44, page 34, line 39, after “insurer” by inserting, “or as a domestic

reciprocal insurer”

Amend section 44, page 34, line 45, after “insurer” by inserting, “or a domestic

reciprocal insurer”
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~ Amend section 44, page 35 line 3, by deletmg “Insurer;” and mscrtmg, “insurer or as a

domesac rectprocal msurer,

Amend section 45, page 35, line 10 after ° msurer" by inserting, ‘or as a domestic

reciprocal msurer"

Amend sectmn 45, page 35, line 16, by delctmg “insurer » and msertxng, ‘insurer orasa

_ domestic rectprocal insurer.

“4d. An association must comply with the prowstons of chapter 6948 of NRS, as

_ appllcable to recqprocal insurers, to quaquj’ as a domestic reciprocal insurer.”

Amend section 46, page 35, line 22, after “ins’urers”by' insérting’,.""or to domest:'_c |

reciprocal insurers,”

- Amend section 46, page 35 lme 24, by delctmg ‘insurer.” and msertmg “insurer orasa

' domestic reaprocal insurer.”

| Amend the bill as a whole by deleting section 76 and inserting:
"Sec. 76. (Deleted by amendment.)". |
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| EXHIBIT B

AMENDMENTS TO AB 453

Offerred.by James L Wadhams on April 4, 2003 to thé Assembly Coin_mérce and Labor
Committee | o |

On behalf of The Nevada Surplus Lines Association and Michial Taylor

'NRS 685A.080 Evidence of insurance; changes; penality. '
1. Upon placing a surplus lines coverage, the broker shall promptly issue

and deliver to the insured evidence of the insurance consisting either of the -

policy as issued by the insurer, or, if such a policy is not then available, the
surplus lines broker’s certificate executed by the broker or a cover note

[endorsed-by-the-broker.] Such a certificate or [endersed] cover note must show .

the description and location of the subject of the insurance, coverage, conditions

and term of the insurance, the premium-and rate charged and taxes collected - _
from the insured, and the name and address of the insured and insurer and must -

state that the broker has verified that the insurance described has been granted

or issued. If the direct risk is assumed by more than one insurer, the certificate

- thereunder. '

- must state the name and address and proportion- of the entire direct risk

2. A broker shall not issue any such certificate or any cover.note, or purport

to insure or represent that insurance will be or has been granted by any

unauthorized insurer, unless he has prior written authority from the insurer for the

insurance, or has received information from the insurer in the regular course of
business that the insurance has been granted; or an insurarice: policy providing

the insurance actually has been issued by the insurer and delivered to the
insured. = _— : - ' _ - '

- 3. If after the issuance and delivery of any such certificate there is any
change as to the identity of the insurers, or the proportion of the direct risk
assumed by an insurer as stated in the broker’s original certificate, or in any
other material respect as to the insurance evidenced by the certificate, the broker
shall promptly issue and deliver to the insured a substitute certificate accurately
showing the current status of the coverage and the insurers responsible

4. I a policy issued by the insufér is not available upon piacement of the

insurance and the broker has issued and delivered his certificate as provided in
this section, upon request therefor by the insured the broker shall as soon as .

reasonably possible procure from the insurer its policy evidencing the insurance
and deliver the policy to the insured in replacement of the broker’s certificate
theretofore issued. . .

5. Any surplus lines broker who knowingly or negligently issues a false
certificate of insurance or who fails promptly to notify the insured of any material
change with respect to the insurance by delivery to the insured of a substitute
certificate as provided in subsection 3 is subject to the penalty provided by NRS
679A.180 or to any greater applicable penalty otherwise provided by law.
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NRS 685A. 090 Endorsement of contract. Every insurance contract
procured and delnvered as a surplus llnes coverage pursuant to this chapter

consplcuously stamped upon it:

This insurance contract IS |ssued pursuant to the Nevada msurance laws by
an insurer neither licensed by nor under the supervision of the division of

insurance of the department of business and industry of the State of
Nevada. If the insurer is found insolvent, a claim under this contract is not
covered by the Nevada Insurance Guaranty Association Act. '

An affidavit will be filed with the State of Nevada as required by Iaw (Name
and license number of surplus hnes broker) .

~ Sec. 39 additional change

NRS 685A.120 1. No person [m—thrs—etate} may act as, hold hlmself out
as, or be a surplus lines broker with respect to subjects of insurance resident,
Iocated or to be performed in this state or elsewhere unless he is ||censed as
such by the commlssmner pursuant to this chapter ‘

NRS 685A.180 Tax on surptus Imes , '
1. On or before March 1 of each year each broker shall pay to the
~ commissioner a tax on surplus lines coverages written by him in unauthorized
insurers during the precedlng calendar year at the same rate of tax as imposed

- by law on the premiums of similar coverages written by authorized insurers, if a -
~ broker has paid any taxes pursuant to NRS 685A.175, he shall deduct the total |

paid from the tax due and pay the remainder, if any.

2. For the purposes of thls sectlon the “premlum” on surplus Ilnes
coverages includes:

(a) The gross amount charged by the msurer for the insurance, Iess any

return premium;

(b) Any fee allowed by NRS 685A.155;

(c) Any policy fee;

~ (d) Any membershlp fee,

(e)Any inspection fee; and

[—e)} () Any other fees or assessments charged by the insurer as
consideration for the insurance.
Premium does not include any additional amount charged for state or federal tax,

or filing affidavits or reports of coverage[—mspeehen-tee—er—the-eomrmmmahon :
- exponses-of-the-broker]. _
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3. If a contract for surptus lines insurance covers risks or exposures only

partially in this state, the tax so payable must be computed on that portion of the
premium properly allocable to the risks or exposures located in this state. The
commissioner may adopt regulations which 'establish standards for allocatlng o

premiums for risks located in this state in the same manner as premlums are

allocated pursuant to NRS 680B.030.
' 4. The commissioner shall promptly deposrt all taxes collected by him
pursuant to this section with the state treasurer to the credit of the state general
“fund.

5. A broker who receives a credit for tax paid shall refund to each insured the

amount of the credit attributable to the insured when the i insurer pays a return
premium or W|th|n 30 days, whichever is earher ,

Amend Sectron 56 as follows

6878.350 B
(@) An insurer shall not renew a policy on different terms, including dlfferent rates,
unless the msurer notn‘" es. the msured in wrltmg_ of the drfferent terms or rates at

of the polrcy If the i insurer [e} farls to provide adequate and
timely notice, the insurer shall renew the pohcy - , A

, mhdm&dnﬁerent—rates—the—peheyheld F-Fha

msurershall—refund»te—hrMhe-exeess—eimepremrumﬂpard»by-hmabeve—thepre
Fata-premrum—fer«the-exprred—pemgn—ef—thenewtem-] at the expiring terms and
rates:

1. For a penod that rs equal to the exprrmg term rf the agreed term is1 year

or less; or

2. For 1 year if the agreed term is more than 1 year.
b) For a policy of industrial insurance, rate is defined In NR86865 1781
Rate does not include the loss cost portion of the rate as filed by

advisory organization and approved by the Commissioner or the : S
experience moadification factor that applies to a specific policyholder.

NRS 695C. 055 Appllcablllty of certain other provnsmns

‘ 1. The provisions of NRS 449.465, 679B.700, subsections 2 4,18, 19 and
32 of NRS 680B.010, NRS-6808.025 NRS 680B.020 to 680B. 060 mclusrve and
-chapter 695G of NRS apply to a health mamtenance organization.

2. For the purposes of subsection 1, unless the context requires that a
provision apply only to insurers, any reference in those sections to msurer” must
be replaced by “health maintenance orgamzatlon \
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Sec. 84 NRS 697.320 is hereby amended to read as follows:

1. A bail agent may accept collateral security in connection with a bail -~ -
transaction if the collateral security is reasonable in relation to the face amount of
the bond. The bail agent shall not transfer the collateral to any person other -
than a bail agent licensed pursuant to this chapter or a surety insurer
holding a valid certificate of authority issued by the Commissioner. The
collateral must not be transported or otherwise removed from this state.
Any person who receives the collateral: o - o

- (a) Shall be deemed to hold the collateral in a fiduciary capacity to
the same extent as the bail agent; and =~ = L -

(b) Shall retain, return, and otherwise possess the collateral in

'ag:cordance with the prbvisions of thls[-soeﬁén_—} chapter.

_ 2. The collateral security must be recsived by the bail agent in-his
fiduciary capacity, and before any forfeiture of bail must be kept separate and
apart from any other funds or assets of the licensee. Any.collateral received must
be retumed to the person who deposited it with the bail agent or any assignee -

T other than the bail agent as soon as the obligation,.the satisfaction of which was
secured by the collateral, is discharged and all fees owed to the bail agent have
been paid. The bail agent or any surety insurer custody of the collateral

* shall, immediately after the bail agent or surety insurer receives a request
for return of the collateral from the person who deposited the collateral,

_determine whether it has received notice that the obligation is discharged.

If the collateral is deposited to-secure the obligation of -a bond, it must be
returned within-30-days immediately after receipt of a request for return of
collateral and notice of the entry of any order by an authorized official by virtue
of which liability under the bond is terminated or upon payment of all fees owed
to the bail agent, whichever is later. A certified copy of the minute order from the

- court wherein the bail or undertaking was ordered exonerated shall be deemed

- prima facie evidence of exoneration or termination of liability. ' \

3. If a bail agent receives as collateral in a bail transaction, whether
on his own or another person’s behalf, an y document conveying title to
real property, the bail agent shall not accept the document unless it

- indicates on its face that it is executed as part of a security transaction. If
- the document is recorded, the bail agent or any surety insurer having
. possession of the document shall, immediately after the bail agent or
surety insurer receives a request for return of the collateral from the
person who executed the document: _ ' |

(a)  Determine whether it has received notice that the obligation

for which the document was accepted is discharged; and = ' '
~ (b) i the obligation has been discharged, reconvey the real
property by delivering a deed or other document of conveyance to the
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person or to his -hens, 'Iegal represeniative or successor in interest. The
deed or other document of conveyance must be prepamd in such a manner
that :t may be recorded :

4. K the amount of any collateral recewed ina ba:l t:ansaction
exceeds the amount of any bail forfeited by the defendant for whom the
collateral was accepted, the bail agent or any [assignee] surety insurer

having custody of the collateral shall, immediately after the bail is forfeited, _

return to the person who deposited the collateral the amount by which the
collateral exceeds the amount of the bail forfeited, Any collateral retuned to
. aperson pursuant to this subsection is subject to cla:m for fees, if an v,

. owed to the bail agent returning the collateral. o

5. Kfa bail agent accepts coflateral he shall glve a wntten receipt for the _ |

collateral. The receipt must include in detall a full account of the collateral
received. , L

NRS 697. 270 Reglstration of bail agents

A bait agent shall not beemne—a—smety—en act as an attomey-in—fact for an-
insurer on an undertaking unless he has registered in the office of the sheriff
and:with the clerk of the district court in which the agent resides, and he may
register in the same manner in any other county. Any bail agent shall filea

_certified copy of his: appointment by. power of attorney from each insurer which he _

represents-as agént-with each of such officers. The bail agent shall register and
file a certified copy of renewed power of attorney annually on July 1. The clerk of

the district court and the sheriff shall not: permit the reglstratlon of a bail agent o

unless the agent is hcsnsed by the commissioner.

NRS-697-.300 C‘ollecfions and charges permitted |

1. A bail agent shall not, in any bail transaction or in connection therewith,

directly or indirectly, charge or collect money or other valuable consideration from -

any person except for the following purposes:;

((a) To pay the premium at the rates established by the insurer, in aocordance -

“with chapter 686B of NRS, or to pay the charges for the bail bond filed in
connection with the transaction at the rates filed in accordance with the
provisions of this code. The rates must be [Het—less%han%-pefsent-epmem .
than]15 percent of the amount of the bond or $50, whlchever is greater.

(b) To provide coliateral.
(c) To reimburse himself for actual expenses incurred i in connectlon with the
transaction. Such expenses are limited to: :
(1) Guard fees. ‘
(2) Notary publlc fees, recording fees expenses mcurred for necessary
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. long distance telephone calls and charges for telegrams.

telephone number. - ~ ‘
(4) Expenses incurred to verify undenwriting information. _ _
(5) Any.other actual expenditure necessary to the transaction which is
not usually and customarily incurred in-connection with bail transactions.

(d) To reimburse himself, or have a right of action against the principal orany =
indemnitor, for actual expenses incurred in good faith, by reason of breach bythe C
defendant of any of the terms of the written agreement under which and pursuant
to which the undertaking of bail or bail bond was written. If there ‘is no written
agreement, or an incomplete writing, the surety may, at law, enforce its equitable
rights against the principal and his indemnitors, in exoneration. Such
reimbursement or right of action must not exceed the principal sum of the bond
or undertaking, plus any reasonable expenses that may be verified by reéceipt in a
total amount of not more than the principal sum of the bond or undertaking,

— incurred in good faith by the surely, its_agents, licensees and employees by
reason of the principal’sbreach. ~ <~~~ o :
2. This section does not prevent the full and unlimited right of a bail agentto -
execute undertaking of bail on behalf of a nonresident agent of the ‘surety he
represents. .The licensed resident bail agent is entitied to a minimum
countersignature fee of $5, with a maximum countersignature fee of $100, plus
expenses incurred in accordance with paragraphs (c) and (d) of subsection 1.
Such countersignature fees may be charged in addition to the: premium of the .
undertaking. - T - R - :

NRS 178.512 Setting aside forfeiture: Conditions; grounds. The court shall
- not set aside a forfeiture unless: ' S : :
- 1. The surety submits an application to set it aside on the ground that the
defendant: ' : SR B ' :
(a) Has appeared before the court since the date of the forfeiture and has -
presented a satisfactory excuse for his absence;g”"' Fthat the surety did not in
any way cause or aid the absence of the defendant N
(b) Was dead before the date of the forfeiture but the stirety did not know and
- could not reasonably have known of his death before that date; . '

- {c) Was unable to appear before the court before the date of the forfeiture

- because of his iliness or his insanity, but the surety did not know and could not
reasonably have known of his illness or insanity before that date:
(d) Was unable to appear before the court before the date of the forfeiture -
because he was being detained by civil or military authorities, but the surety did
not know and could not reasonably have known of his detention before that date;
or | | , _ T | _

|
(3). Travel expenses incurred more than 25 miles from the: agent’s o
principal place of business. Such expenses: - - : : | - :
- () May be billed at the rate provided for state officers and employees o
- generally; and - e -
(1) May not be charged in areas where bail agents advertise a local SR
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(e} Was unable to appear before the court before the date of the forfeiture -
because he was deported, but the surety did not know and could not reasonably
have known of his deportation before that date, _ : R

and the court, upon hearing the matter, determines that one or more of the

“grounds described in this subsection exist and that the surety did not in any way

cause or aid the absence of the defendant; and |
2. The court determines that justice does not require the enforcement of the
forfeiture. ' '
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" EXHIBIT C

Proposed Amendments to AB 453
(Proposed by ProGroup Management, supported by the Division of Insurance)
: (April 7, 2003)

Amend section'89, page 70, line 44 by deleting “30” and inserting“‘lzo”
Amend section 92, page 73, line 28 and 29 by deleting “and additional”
Amend section 92, page 73, by deleting lines 41 through 44

~~ Amend section 94 page 74, by deleting lines 21 and 22 and msertmg “ (b) Transfer
. money from its administrative account to its cla:lms account;”

- Amend section 94, page 74, line 23 by deleting “¢e}}” inserting “(c)”

Amend section 94, page 74, line 25 by deleting “&é;] and “(c)” and msertmg (d)

Amend the billras a whole by adding a new sect.i;on"to'-reac.l: |
 NRS 616B 404 is hereby amended to read as follows:

1. An assoc1at10n of self-insured pubhc or

private employers shall file with the commissioner ani andited etatement of financial
condition prepared by an mdependent certified pubhc accountant. The statement must be |

filed on or before [Apﬂl—l—} May 1 of each year or within [96} 120 days after the -
~ conclusion

of the assoeiation’s fiscal yea.r, and contain 'infonnatien for the previous fiscal year.”
2. The statement required by subsection 1 must be in a form prescnbed by the

comm1531oner and mclude without lumtatlon
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(a) A statement of the reserves for:

| (1) Actual cIainis and expén_ses; _ .

(2) Ciaims .ﬁledl with the association but :nét reﬁort@d-, and the expenses associated with. .
those claims; | | B

(3) AssgSSmcnts that ére due, but not paid; énd

() Unpaid debs, which must be shown as liabilities.

(b) An actuanal opinion régarding reserves that is prcbafed bylé iﬁember of the American
. Academy of Actuaries or another specialist in loss resé_ryes identified in the annual |

statement adopted by the National Assdciaﬁon of InSufance Commissionei:s. The :

(1) Actual claim:s' andlthe éxpensés a_s'soéiated m&ththoseciai@s; and_

(2) Claims filed with the association but'no.trrep'qrtcd, and thé-expenses'-associat_ed with
3) th:ose- claams ” | a . :

3. The commissioﬁcr may adopt a uniform financial .re'pqﬁing system for assoqiat_:ibns of _.
s_elf—insufed public and pl.‘ivatc; empl.oyers. to ensure thel.accurate and cOmpiete reporting '

of financial information. |

4, The‘ commissioner may reéujre the ﬁliﬁ_g of such other reports as he deémé nebeséaw

to carry out the provisions of this s.ection, iﬁéluding, without limitation: |

(a) Audits of the paﬁroil_s of the members of an association of self-insured public or | |
“private employers; | - |

(b) Reports of losses; andr B

(¢) Quarterly financial statements.
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