PROPOSED REGULATION OF THE
COMMISSIONER OF INSURANCE
L CB File No. R090-03

August 12, 2003

EXPLANATION — Matter in italicsis new; matter in brackets femitted-material} is material to be omitted.

AUTHORITY: 881-8, NRS 679B.130 and 685A.210.

Section 1. Chapter 685A of NAC is hereby amended by adding thereto a new section to
read as follows:

1. Immediately following the statement required pursuant to NRS 685A.090, every
insurance contract procured and delivered as a surplus lines coverage pursuant to chapter
685A of NRS must bear the original signature and the license number of the broker who
procured the insurance contract.

2. Asusedin thissection, “license number” meansthe number of the license issued by
the Commissioner to the broker.

Sec. 2. NAC 685A.230 is hereby amended to read as follows:

—=21 Thebroker may pass on an inspection fee to the insured and may collect the fee from

him as a part of the premium if the fee is directly related to an independent inspection required
by insurers for insurance. The broker shall maintain a copy of each inspection report and each
invoice or statement related to the report in hisfiles.
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(3 — |
2. An inspection fee that is charged to the insured must be |

—{a)-Shewn} shown as a separate item on the broker’ s certificate, the cover note, or both . |;

Sec. 3. NAC 685A.240 is hereby amended to read as follows:

685A.240 1. Thefollowing provisions apply to the broker’ s affidavit and report of
coverage:

() [Fhel Except as otherwise provided in subsection 3, the affidavit and report of coverage
must bear the original signature of the broker .[--and-the}

(b) The affidavit and report constitutes the broker’ s statement of compliance with NRS
685A.040, 685A.070, 685A.080 {5} and 685A.090.

KB} (c) A separate affidavit and report of coverage must be filed with the broker’s
organization upon any renewal of a contract of insurance.

He)l (d) Anamended affidavit and report of coverage must be filed with the broker’s
organization for each cancellation and each endorsement which changes the named insured, the
description or location of the subject of insurance, or the coverage, conditions, terms, premium,
or participating insurers.

Heyt (e) If al the information which is required to be stated on the affidavit and report of
coverage is not available within 90 days after the insurance becomes effective, an affidavit and
report of coverage listing all the information which is available must be filed with the broker’s

organization. An amended affidavit and report of coverage listing any information which was
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previously omitted must be filed with the broker’ s organization within 30 days after the initial
filing.

He)} (f) The broker shall exercise due care in accounting for the premium, {forany
communieationsfee} including any inspection fee charged as part of the premium, and for the
premium tax on each affidavit and report of coverage. The premium tax must be computed upon
the total premium or deposit premium, plus the fee allowed by NRS 685A.155, minus any return

premium. The premium must include policy, membership, and other fees and assessments

charged by the insurer as considerations for the insurance. [FFhepremium-must-not-Hckude the

—®} (g) If atype of coverageison thelist of open lines eligible for export which is approved
by the Commissioner, statements of declinations from admitted insurers pursuant to subsection 1
of NAC 685A.215 are not required on the affidavit and report of coverage.

Heyt (h) The Commissioner may require a broker to file with the broker’s organization a
complete copy of the policy, certificate, or cover note to substantiate information which he has
provided in an affidavit or report of coverage.

2. Theannua statement must:

—(b)-Bear} Except as otherwise provided in subsection 3, bear the original signature of the

broker;
He)} (b) Include the total direct premiums written on surplus lines coverage, calculated in the

same manner as premiums are calculated pursuant to NRS 685A.180;
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Heht () Include areport, in aform prescribed by the Commissioner, showing the allocation
of premiums as required by NRS 680B.030; and

He)} (d) Include a calculation of the premium taxes due to each state or other jurisdiction.

3. If abroker’saffidavit and report of coverage or an annual statement isfiled
electronically, the broker’ s affidavit and report of coverage or the annual statement must be
signed with an electronic signature of the broker pursuant to the provisions of chapter 719 of
NRS.

Sec. 4. NAC 685A.250 is hereby amended to read as follows:

685A.250 1. Inaddition to the recordsrequired by NRS 685A.160, the broker shall
maintain complete copies of affidavits and reports of coverage, including any amendment to a
report, which have been filed with the Commissioner or the broker’ s organization.

2. The broker shall maintain a complete log of all surplus lines insurance which he has
placed during the calendar year, specifying the name of the insured, policy number, name of the
insurer, line of coverage, premium, feemmunicationsfee;} inspection fee, broker fee, premium
tax 5} and type of transaction.

3. Thebroker’sfiles, accounts, logs 5} and other records of surplus lines transactions:

(& Must not be removed from [thisstate;} the state where the broker resides; and

(b) Must be open to examination by the Commissioner at any reasonable time.

4. The broker shall maintain the files, accounts, logs {5} and other records of surplus lines
transactions separately from any other recordsin his place of business . fin-thisstate}

5. Premium taxes collected by the broker must be deposited in afiduciary account. The
broker shall establish afiduciary account for the conduct of his business of insurance and

maintain the account in acommercial bank or other financial institution depository in [Nevadal}
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the state where the broker resides. The account must be insured by an agency of the Federal
Government.

Sec. 5. NAC 685A.370 is hereby amended to read as follows:

685A.370 Each broker who is a member of an organization shall pay to the organization a

fee for the review of surplus lines coverage. The fee must be paid fupen-fiingthe brokers

-+ within 30 days after the broker
receives an invoice from the organization. The fee for each policy, regardless of whether the
policy isa new policy or a renewal of a policy, is $25 fperpetey-or-endersement;} or one-half of
1 percent of the premium, whichever is greater.

Sec. 6. NAC 685A.390 is hereby amended to read as follows:

685A.390 1. Thebooksand financial records of an organization must be open to
inspection by members of the general public upon written request, excluding records of
investigations that are confidential pursuant to NRS 679B.190.

2. All forms and other documents that a broker files with his organization shall be deemed
the records of the Division.

Sec. 7. NAC 685A.400 is hereby amended to read as follows:

685A.400 1. The money maintained by an organization must be frmaintained] :

(a) Deposited in abank [} chartered by this state |-} ;

(b) Deposited in a bank that is a member of the United States Federal Reserve System,;

(c) Invested in public obligations as described in NRS 682A.060; or

(d) Invested in federal agency securities as described in NRS 682A.070.
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2. Theboard of directors shall engage a certified public accountant to audit the accounts of
the organization and prepare an audit report before the annual meeting of the board, or more
often if necessary or required by the Commissioner.

Sec. 8. Thisregulation becomes effective on October 1, 2003, or upon filing with the

Secretary of State, whichever occurs later.
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