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FORWARD

The Nevada Legiclative Counsel Bureau is a fact-finding
organization designed tc assist legislators, State oficers,
and citizens in obteining the facts concerninz the government
of the State, prorossd lezizlation, ané matters vital to the
welfare of the people., This office will z2lways be nonpartisan
and nonpolitical; it will not deal in rrovaganda, take part in
any political campaisn, nor encdorse or oppose any cancicates
for public offices,

The primc-r purpose of the Buresu is to assist citizens
and officials i:: obtaining effective State goverament at a
reasonable cost., The plan is to search out facts about Tovern-
ment and to render unbiased Interpretations of them. Its aim
is to cooperate with public officials and %o be helpful rather
than critical. Your suzzestions, comments, and criticisms will
greatly aid in accomplishing the object rfor which we nre all
working--the promotion of the welfare of the State of Hevada,






& SURVIY OF TIHE FUNCTIONS OF THE INSURANCE COMMISSIONER

I. HdISTORICAL BACKGROUND.

In 1881 the Nevada Lezislature enacted the first law licensing
and regulating insurance bHusinesses in this State. Besides enacting
various rules and regulations, the law provided that the State ,
Controller be authorized and directed to make a thorough examination
of the books, accounts securities, and all property belonging to
any insurance comnany incorporated under the laws of this State. Re-
fusal to allow such examination gave the Coniroller the authority :o
revoke the certificate or license of the company. It was also de-
clared the duty of the Controller to make such investigzation or re-
cuire sucn proof as shall bpe satisfactory to him concerning the finan-
clal condition of the comnany. The Controller was authorized to
issue licenses, and collect fees therefor:, to such insurance comna-
nies as are quelified to do business under the act. The Controller
was authorirzed to require insurance cornpanies to file authenticated
coples of their certificate of incorporstion, or charter or deed of
settlenent under vhich their organization or foraation was effected
anc¢ their business concfucted,

In 1889 the Legislature enacted a lav that recuired all insur-
ance companies to Tile with the State Controller a sworn statement
describing their fiaancial condition, and a detailed statement of
assets and liabilities, and amount and character of business trans-
acted in Nevadal and penalties were provided for the failure to file
such annual stacements.

In 1891 the Legislature enacted a law regulating mutual insur-
ance companies, and provided that all such companies doing business
in Nevacda shall Ffile an annual statement of its affairs with the
State Controller, and the Controller or his deputy was given the power
of examination into the affairs of any such corporation., If the
Controller found that the corporation was not doing business in con-
formity with the law, or that it was operating on a freudnlent basis,
or that it could not nay its obligations, the Controller was directed
to take the necessary stens to restrain the commany from engaging in
further business in Nevada., The Controller vas authorized to issue
licenses, anc¢ to collect fees, from mutuval insurance companies.

In 1897 the Legislature enacted a law nroviding for the incorpo-
ration of mutual fire insurence companies, and defined their powers
anc¢ duties, The law directed that the Atforney General examine the
articles of incorporation and by-laws, and if he found them to be in
accorcance with the requirements of the act, he was réquired to certi-
fy tae same to the State Controller, The latter was also authorized
to make an examination, and if he was satisfied with the operation,
the company was ready to do business. In addition, the company wvas



recuired to file an anmual statement with the Controller showing the
number of members, e amount of nroperty at risk, the amount of
srenium or deposit notes inforce, the claims for losses cue and pay-
able, the amount paid for losses during the vyear, and other pertinent
information relative to the affairs of the comnany. The Controller
was auntnorized to make exaninations of the affairs of the company at
any time, and i7 he was not satisfied with the operation, ne had the
nower to close the usiness,

In 1915 the ¥evace Legzislature, for the first time, declared
the State Controller to be the Ix Officio Insurance Commissioner.
This act declared it the duty of the Insurance Commissicner to issue
licenses to all authorized imsurance solicitors, and to collect a
fee therefor., The act ceclared that the Insurance Commissioner shall
have the right to make an exemination of the coadition of any in-
surance comnany &oing business in the State, and may withdrew or vith-~
mold his certificate of authority to do business. The act Ceclared
that the Insurancé Commissioner shall place all stote insurance, and
that nwon recuest, ne shall make fire surveys in any city or town.
e act declared that all insurance fees collected for licenses,
penalties, anéd so forth, were to go into the zenerel fund of the
State Treasury. The act anthorized the Insurance Commissioner to
aproint as a demuty any competent person to make an exanination of
nonresident insursnce corporations, the expenses of tie examination
to be borne by the company exemined, but in ro case higher than the
compensation allowed by the local laws of the State vhere the examina-
tion 1is macde,

In 1925 the Legislature authorized the State Controller, as Ex
fficio Insurance (>amissioner, to license and regulate the business
of title insurance, and in 1929 the Controller was authorized to
license and regulate the business of land valuc insurance. In
1933 the Legislature enacted tax of 145 unon the amount of the gross
nremiums received by insurance companies coing nusiness in the State.,

The resulation of Insurance in levada culininated in the adoption
of an Insurance Code, vwhich was approved on HMarch 31, iok1l, It was
sought, by this Code, to correlate all of the various lews effecting
fhe business of insurance in one commrehensive enactment, This Code
generally provided for the regulation of the insurance business,
specifying the manner in uhich insurance cownanies may operate and
conduct business in this State, designatinz an Insurance Cormissioner,
defining his powers 2nd cuties, defining the different forms of
insurance, nroviding for their consolidation, for the licensing and
gualification of agents, defining their povers, cuties and limitations,
nroviding for fees, costs, and expenses for the operation of insurance
companies and agents, providing penalties for violations, and relat-
ing to other matters properly connected tnerewith,

In 1947 the Legislature amended the Insurance Code by providing
for the regulation of rates for certain casualty insurance, motor
vehicle insurance, and fire, marine, and inland marine Insurance, and
nroviding for rating organizations and advisory orgaenizations, In
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addition, the 19%7 lLegislature provided for solicitor's licenses,
anc additional regulations for agents licenses, including the re-
guirement of written examinations for agents to receive licenses.

II. HISTORICAL BACKGROUND OF FEDTRAL RUGUWLTION OF INSURANCE,

In 1866 the State of ¥irginia passed a law requiring a non-
resident insurance company to obtain a license before transacting
business in Virginia. & condition prececdent to issuance of a license
was the cdeposit of prescribed security and likewise, each agent of a
nonresident insurance company was required to procure a license be-
fore transacting business in Virgiria. The constitutionality of the
act was tested in 1868 bpefore the U. S. Supreme Court, which held
that issuing a policy of insurance was not a transaction of commerce,
nor were policies of insurance articles of commerce in any proper
meaning of the word "commerce." Accordingly, the Supreme Court laid
covn tie proposition that, as policies of insurance were not commerce,
they could not be interstate commerce, and consequently were not sub-
Jject to federal resulation or control, and the control anc¢ regulation
thereof was wholly within the province and nower of the several
states, Thls decision established the law to the effect that the
states, and the states alone, had comnlete and exclusive powver to
regulate anc control the business of insurance. This decision of
the Supreme Court was consistantly reaffirmed in several cases there-
after.

The matter wos under pveriodic discussion in Congress, but both
branches of Congress consistantly concluded that resgulation of the
business was beyond congressional power. Accordingly, up to 1944,
the business of insurance became geared to state regulation, and the
several states in varyving degrees enacted laws regulating and taxing
the business of insurance, upon the assumption of exclusive state
authority, anc¢ seldom were the states concerned with fecderal constitu-
tional limitations unon their rower to so regulate and tax the
business., The State of levada, from time to time, acting upon the
asumption of exclusive state authority, adonted various statutes
rezulating or controling the business of insurance and its various
phases, and subjecting the business to state taxation,as outlined in
Part I. his regulation culminated in the adoption of an Insurance
Coce, waich was zpproved on Harch 31, 1941, Over and beyond such
amendatory legislation as may have been necessary from time to time
to keepn the Insurance Code current, it was believed that this Code
afforded a »attern of rezulation then adequate to meet the nceds of
the State of Nevacda and to comply with the necessities and demands
of the puBlic interest and welfare. Such vas the belief until 1644,
wien the U, &, Surreme Court reversed the ‘long line of decisions in
vhicii 1t had held for seventy-six years that insurance was not
commerce., In that year tihe Suvnreme Court held thet insurance trans-
actions stretching across state lines constitute commerce among the
several states so as to subject them to congressional regulation
uncer the commerce clause of the U, S, Constitution, and it further
held that the Sherman &nti-Trust Act does anrly to the business of
insurance., In 194k, there were no feceral statutes specifically
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regulating inau“azce, hut there were six federal statutes Ae in
force wiich, by virtue of tixz decision would or izlght becoze applic-
able, includinz the Sherman anti-Trust het. Incluced also wvere the
Kational Lasor Relations Aet =né the Fair Lahor Standards Act, walch
a=wnear applicable to labor relations between the insurers and ‘heir
enaloreeu. It is to ke noted, however, that none of these acts are
in any sense regulations or regulatory natterns for the insurance
business 2:g such, ané there is no federal reruiation of the business

ot g 13

of insursznce at the nresent e ,

In 1645, Con<ziess enacted U. S, Public Lew Io. 15, which provided
a moratorium meriod until Jamiery 1, 1948, fo permit the states to make
eerssary roqnﬂﬂ"t :ents in their laws with reh)ehu to insvrance in

3::er to brinz them into conformity with the decision ol the Sunrene

“ourt. The President nointed out that after the nmoratorium period the
anti~trust laws and certain releted staintes woulc be apnlicable in
fu1l force 2ad effect to the insurance tusiness "excert {c the extent
that the states mave assumed the responsibility for the regulation of
whatever asnect o7 the Iinsurance business nay be involveQeieoeesnosss
Congress ¢id not intend to permit nrivate rate fixing, which the Anti-
Trust &Lct Lorsxds “Mat was willing to mermit scival regzulation of
rates by affiruative action of the states.,"” Prublic Lew Ho, 15 estab-
lished a UEttSTn future state regulation unler wepmissive authority
5>f the federal gov”rnﬂeqt. It is to be noted tha
authority is a0t all-inclusive, Any agrcemenﬁ to bovco , CO
intimidate or »nv action of bovcott, coercion or intinidation, is
flatly prohlalted by the law, and ghe states ove no euthor
sanction any such agroenent ow zct and therebv roeuove the o
of the feleral law,

I—*-),hw
3

Anotiher federsl 2ot wiich was mafe annlicalle to the insurance

bUSmﬁeS“, due to thz sforerenticoned ret of circunstances, was the
Clavton Act which outlisws {iscrimination "in nrice belweon ¢ifferent
curchasers of commoditiszs of like grzde and cizality," where a sub-
stantial *esgenlrg of competition uay tend torard monopoly., Conse-
zuently, the 411 Industry Commitice wis Jormed in ?9%57 whieh comniled
5 model rating b 11 recoumended al gtates, covering the
fire, marine, 2nd inland wmarine : 2 lire modeled Hill cover-
ing the casvality - -~ surity ficlds. The ‘nsurence Coumissioner of the
State of Mevada acil vely particinated in the draftinz of these 2ills,
It was azreed uron all sices +ma% Public Law Yo. 15 resuired regvlation
3f the 1nsurance yvusiness “y the several shtetes nrior to Jamwary 1,
l948 it une states wvere to contimue in the insurance nicivre, Thae
¢0d@1 bills swecifically ~rovide that nothing contained therein vas
intended (1) to pronibit or “iscourage reasonavle competition, or (2)

O prohibit or encoursge uniforaity in insurance vau955 ray 1n& systems,
rating plans, or practices. All rates are svbiect to statutory test
Eﬂat they shall not be exceczive, inadequat@ or unfalrly discriminatory
iates fil-d by individuesl insvrers may 4171 since vzriable factors,

A l,

18 loss exrerience, exnense exscrience, nerein for profits and con-
Lingen ncies, ¢ivicends, savings and “ﬂOuQﬂ7’ef sremium denosits, may Dde
taken into eonsiceration in Tormmlating rates., Ilexibility to provice
Intelligent treatment for larze risks is nernitied throusgh freedom in

()
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ceveloping rating ~"ans and authorization of grouning risks by classi-
fications. ©Such clussification rates may be modified to »rocuce rastes
for individual risks in aucoreance with rating plans which establish
stendarcs for measuring varilatlons and hazards oL expense, or both,

andé such stancards may measure any difference anong risks that can be
demonstrated to have a provable effect upon losses or expenses,

Consequently, the Insurance Commigsioner of MNevada recommended
to the 1647 Lezislature that it enact into law the aforemsnitioned
model Dbills regulating rates of insurance, In view of the fact that
no further opportunity beyond the 19%7 Seision would he afforded for
compliance with Public Law No. 1%, or Tor the continued retention and
preservation of Nevada's autﬁority in the regulation and taxzation of
the Dusiness of insurance, leOL to the expiretion date of the mora-
torium, to w1t January 1 1648, The Insurance Cormissioner also
reconmenced 1au the 10L3 New Yorlk standardé form of fire 0071cy be
adopued as the stancdard form of fire insurance »nolicy for this stete,

he 1947 Legislature enacted into law the recommencations of the
Insurance Commissioner but made some amendments to the bill having ©
do with rate regulation,

III. RIGETS, POVIIRS, &LND DUTIES OF THE STATZ INSURANCE COMMISSICIER,

4, The State Controller is designated as Ex 0fficio Insurance
Commissioner and charged with the enforcement and erecution

of all Nevada Insuraiice Laws, His general nowers regarding
rezulation and investization are as follows:

1. To mal:e =m2les and rezulations necessary rfor making effecw
tive the "evada Insurance Laws,

2., To concduct investizations to determine whether any person
is gullty of vioclation of Hevada Insurance Laws,

3. To g.o_ L ct examinations, investigations, anc hearings

nlstratiol f Nevada Insurance Laws.

(a) All examinations, hearings, or investigations may
be conducted by the commissioner or ovher examiners
designated by hinm,

(b) The werson conducting the investigation has the
power to subpoena and exanine witnesses,

(c) Any certificates or documents prornerly filed in
the commissioners office may be uvsed in court as
evidence,

B. The Commissioner must report annually to the Governor.
C. ;py orders or decisions issued by the Commissioner, with few

excentions, are subject to review by the district covrt of
Ormsvv County.
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The State Controller acting as BEx 0fficio Insurance Com-
missioner 311 place 21l insurance required by the State
of ¥evada,

The Controller also ghall have 3hie Mgter o iLSﬁO“t all state
buildings and orcder fire and safety arpliances necessary. He
may also order renoval of combustibles and rubbish I”O“ any
State r*1*oneru,. de 1s further given the power to order
changes 1n entrances and exits of buildings to insure safety,
and may order 7Tire escepes as deered necessary. Failure to
act unon any such orcers of the Commissioner gives the Com-
missioner fthe nower to ordsr such work done,

aen 25% of the tax?ayers of a city or town wish a survey of
the city's or town's water and fire fighting facilities, with
a view to naving lower rates establisned for the city or town,
thie Insvrance Cosmissioner shall derutize sonicone to make such
survey, The Insurance Commissioner or denuty shall appear and
argue the. case before tae propcr board, siaould the survey
varrant it.

(

The Insuronce Coamissioner has the power to ¢irect all insur-
ance transactions between the State and® the comnanies. All
moneys collected for licenses, nenalties or other nonevs »nald
by commanies or solicitors shall be paid into the General Fund
of the State Treasury.

The support of the State Insuraice Commissioner's Department
shall be from the General Mund suaject to annropriation by tie
Legislaturc

In line with the general enforcement and execvtion of Fevada's
Tnsurance Laws the Comissioner of Insurance has to do the
nollovvn“ rontine thinss not snecificnlly steted in Article

ZVII, which cdefinec tae general novers of the Comnmissioner:

1., Vith regard to incormoration ol new companies in Nevada,
the Com& ssioner snall make sure thatv -tiley have filed
required paners witn the State, and denosited cash or a
bond with thie State, before authorized to transact business
anc. e lssved a license,

2., The Commissioner shall handle gnnlications from companies
organizged outsice Hevaca to do business in Nevaca, and
ﬂa’a sare that they conply with the regnlations of the
insurance lavs, and depcsit norper securities with the
atabe, before issuing a license.

3. The Commicssioner shell azi as attoriey for comnanies
licensed to 4o business in Weva a, with regard to their
being served legal papers.,

v, The Come551oner shall revok r suspend the license of
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10.

11.

15,

any company that fails to com»nly with the insurance laws
of levada,

The Coumissioner shall amend licenses
wisil them chanzed to comply with &1
business, onlyv when such amending i
the Jevada Insurance Laus,

of comnanies vho
rent tyves of
in accordance with

The Commissioner shall penew annual licenses of companies
wien they so regucst, and vhen thev are still in com-
pliance with Mevada Lavs.

The Commissioner is given the right to exanine the books
of any commany or verson doing business in Nevacde.,

In December of each year, the Commissioner must furnish
to all companies doing business in Nevada, two or more
blanits showing tihe form acopted by the Commissioner, so
that they can nublish newspaper statements,

The Commissioner shall keep deposits, securities, and
moneys of the insurance comnanies whilch are placed with
the State, The companies may collect the incoses from
these deposits.

The Couissioner shall release any dernosits of the

-companies to them unon request, nrovided the minirunm

denosit iz maintained,

The Commissioner, in a few cases, may extend time limits
and malte other ainor changes in the rules and regulations
uron request of companies, and.shall grant the companies
hearings in certsin cases,

4 State tex of 2% shall be nald to the Commissioner on
all premium income of the comananies,

The Commissioner shall charge ané collect the fees for
annual licenses, nowver of attorney fees, filing fees for
annual company statements, azent's licenses, solicitor's
licenses, nonresident broker's licenses, and for expenses
incurred in the examination of comnany books,

The Commissioner may reguire sunplemental statements with
regzard to the proper assessment of the nrivilege tax.

The Commissioner shall examine contracts andé statements

with regard to the merger and consolicdation of companies,
anc issue certificates to thet effect, provided all re-
gulations hiave been met,

The Commissioner shall report to the Lttorney General any
compeny *hat is in violation of its charter, or in viola-
tion of any laws of this State.
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28.

29.

3C,

e Commissioner shall act as receiver in cases of re-
organization or licuicdation of insurance companies,

The Commissioner snall annuclly meuwe valuation of all
ontstanding rolicies ol cvery c¢omestic incornorated life
iasurer doing business in Nevaca,

The Commissioner may value tue policies of foreign life
insurers,

The Commissioner mzy vary the standard of intersst and
mortality as to contracts issued in countriecs other than
the U, S.; may vary standards of mortality in particular
cases; may valve pnolicies in groups; and may accent the
valvation of insurance Cepartments of other statez or
countries.

The Commissioner must approve all nolicy forms usecd by
companies. (accident, health, and 1ife insurance)

The Commissioner shall issue licenses to burial socleties,
wilen they comply with the law and state regulations,

The Commissioner must notify any agent or comwany of any
conplaint azainst them, and fix a date for their hearing.

The Co  issioner may susnend licenses ©o traansact business:
in Hevala, if charses azainst a company or agzent prove to
be correct.

The Commissioner shall issue licenses to agents to do
business in evada, wvhen thev comply with the law, and
subinit accessary information.

The Commissioner iz authorized to issue temporary licenses
uncer certain conditions.

The Conmissioner is authorized to issue solicitor's
licenses, when the applicant is qualified,

The Cormissioner may rsfuse to issue licenses vhzan the
apnlicant has been zuilty of various charges.

The Comnmissioner shall sgive written examinations to
applicants for agent's licenses, uncer the 1%k7 law, and
siiall issue such licenses after ae is satisfied with the
results of the examination, and that the applicant has
fulfilleéd all the reguirements of the law. :

The Commissioner is given various duties under the 1657
law with regaré to rate filing an?® the making of rates.
H2 has the risht to disanprove the filings, to license
rate makinz organizations, ancd must approve advisory
organizations. At lcast once every five years tine Com-
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missioner shall cxamine ratc making organizations that
are licensed in Nevada.

IV. GENIRAL DISCUSSION.

Section 59 of the 1941 act authorizes the Insurance Com-
missioner to collect a tax of 2% upon tae total premium income from
all insurance business in the State, less county and municipal taxes
and the amounts of annual licenses paid by the companies., Section
61 (3) declares that companies failing to report for the purpose of
paying the privilege tax, shall be recuired to pay 2 penally egual
to 10% of the amount of the tax. Section 60 of the same act directs
the Insurance Commissioner to collect the following fees:

Company License Fees $ 20 - $ 25 - $100
Nonregident Broker'!s License 100
Filing Company Statements 10
Filing Powver of Attorney 5
Agent's or Solicitor's Licenses 2
Certificates 1

Seetion 2(i) of the 1947 act providing for exanination of agents
provides that the Insurance Commissioner shell collect an examination
fee of $10, such fee to be paid in addition to the 32 license fee.
The Attorney General has ruled that since there was no appropriation
for the administration of examinations, and no provision for placing
the examination fee in the General Fund of the State, the Insurance
Comiissioner may nse such examination fees for the administration i
the act, in addition to the amounts appropriated by the Legislature.
The 2% tax on premiums goes to the General Tund, along with penalties
up to 10% of the tax which may be assessed for failure to report tie
premium income. During the fiscal vear 191-6-1947 the Insurance
Commissioner's office collected $193,898 in fees and premium taxes,
and $233,038 during the fiscal year 19L7-16k48,

Sections 1%, 43, and W4 of the 1941 act requires certain
insurance companies to deposit casn or securities with the Insurance
Commissioner for tie protection of policy holders and creditors of
the companies. In cases of domestic companies, the securities are
given directly to the Insurance Commissioner, who deposits them with
the State Treasurer. In cases of out-of-state companies, the Insur-
ance Commissioner usually accents a certificate showing that the
securities are on deposit in the state where the home office of the
comnany is located. There are some cases where out-of-state companle:
actually deposit securities with the Insurance Commissioner, and in
these cases thc securities are again turned over to the State
Treasurer.

It is impossible to cdetermine the cost of operating the office
of the Insurance Commissioner, to collect the fees, and to regulate
the operations of the insurance companies, The appropriation for the
office of the State Controller includes appropriated items for the
salary the Insurance Zxaminer, and for the salary of the Insurance
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Clerk. These are the only items definitely chargeable to the Insur-+

ance Department; ¢’ -re is nothing appropriated for travel, for office
expenses, and so f.irth, The work of the Insurance Commissioner can-

not be segregated from the work of the Controller as far as costs are
concerned.,

During the biennium 19%5-1947, the Insurance Examiner received
a salary of $258.53 a wmonth, and the Insurance Clerk rccecived a
salery of $200 a month, The money to »nay the salaries was provided
by Section 7, Chapter 245 (The General appropriation Act) and Section
1, Chaptcer 1éo, Statutes of ifevada, 19%5. The 1947 Legislature
appropriated slightly smaller amounts for the salarics of these two
employees, whien it raised practically all other salaries in the other
state devartuents. During the biennium 19%7-19%9, the Insurance
Examiner receives a salary of 5256,66 per month, and the Insurance
Clerk receives a salarv of $192.50 per month, as provided by Section
7, Chapter 278, Statutes of Nevada, 1947,

The general insurance law of 19%1 nrovides that the Insurance
Commissioner shall make examinations of the boocks and records and
overations of insurance companies, In 1945 and 19%6 the Insurance
Txaminer spent some time examining out-of-state Insurance companies,
National insurancc companics are examined every three years by
representatives of the National Association of Insurance Commissioners
and the Nevada Insurancc Examiner accomplished some of this work
through appointment by thc icad of Zone 6 (VWestern District) of tix
Association. The job paid $25 a day plus $9 - $12 a daK subsisten-:.,
which is paid by the insuvrance company examined, In 19 5, the Insmi-
ance Txaminer conducted several out-of-state examinations over an
interval of six wecks to two months, and he was paid simultaneous..,
by the State., 1In 1946, the Insurance ZExaminer conducted one inves -
gation lasﬁngibregmroximately five and one-half months, but cduring
this interval ne was not on the State payroll, and the work of the
Nevaca office was conducted by the Insurance Clerk, There 1s nothing
in the law to prohibit the Insurance Examiner from recciving payment
from the State of Ncvada along with additional salary when conducting
out-of-state examinations under the direction of the Association of
Insurance Commissioners, 9So far, during the blennium 191%7—1949z the
Insurance Exaniner has made no out-of-state examinations, the given
reason beingz that the work in the Insurance Commissioner's office is
so great that it is imnossible for the Sxaminer to leave, There is
some indication that a salary increase for the Insurance Examiner
will be reqguested of the 1949 Legislature, not only because of general
economic conditions, but because of thz Fact that he is receiving no
income from outside sources at this time.

Section 135 of the General Insurance Law of 1941 reads as
follows:

"Sec., 135. The State Controller, acting as Ex Officio Insur-
ance Commissioner, shall place all irsurance reguirec by the State .7
Hevada upon its property, dealing only with companies authorized Lo
Go business in the State; and shall also have the power to inspect all
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state buildings and order such fire extinguishing and safety appli~
ances as shall be deemed necessary for the protection of the property
against firej; and shall have the further power to order the removal
of combustibles and rubish from said property, or order such changes
in the entrances or exits of the buildings as shall insure the
safety of the inmates, together with such fire escapes as he may
deem necessary.'

Section 136 of the General Insuranbe Law of 19%1 reads as
follows:

"gec, 136, Should the commissioners or board in charge of such
state property refuse to comply with the order of the State Insurance
Commissioner within thirty days after such order reaches them, the
Insurance Cormissioner shall have the power to order the required
work done and the required fire extinguishing and safety appliances
installed at the expense of the commission or board having charge of
said propeﬁty, and payment for the same shall be a valid claim against
the State.

The State Controller, as Ex Officio Insurance Commissioner,
places all insurance on all s*tate property, including tac University
of Hevada, State buildings in Carson City, the National Guard Armory,
the Governor's Mansion, State fish hatcheriles, the University Farms
State automobiles, and so forth, None of the State departmentc oo
department heads have any part in the sclecction of the insuring
companics. State insurance 1s of three typess (1) Fire or blawiw:
insurance, (2) fleet or car insurance, and (3) miscellancous insa- -
ance, such as is placed on items in the Nevada State Museum, Moot
of the State's policies are of the first two typres, and cach cf =
two types are divided 1into two separate groups of policies: (e ~n
Highway Department, and (b) all other departments, The Univers:ir
of Noveda is included in group (b). The State's insurance is piracna
in the hands of several insurance companies, and the Insurance
Commissioner has a card index system which shows how the business is
¢ivided.

In October 1947 the Carson City Fire Department declarcd that
fire hazards existed in the State Capltol Puilding at Carson City.
Tn conjunction with the custodian of the building, the Insurance
Commissioner took steps to improve conditions, rcmove some of the
hazards, and to clcan up the basement of the building. Removal cf
a1l hazards could not be accomplishcd becausc of the lack of funcs,
The Insurance Commissioner may make recommencdations in connecticu
with this matter to the 199 Legislature. It eppears that the Insur-
ance Commissioner has madec but few inspcctions of othcr State build-
ings and property, as far as fire nhagards arc concerncd. However,
approximately one year ago a representative of a fire insurance comp-
any made an inspection of gll state buildings at the request of the
Insurance Coamissioner, He was paid by the insurance corpany, and
made recommendations to the custodians of all state buildings, ‘o~
cluding all institutions and the University of Nevacda, Thers iu
need for an appointive State Superintendent of Buildings and Grovndc
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with full authority to hire staff and maintain the State buildings
and grounds, at least at Carson City. Such an official would make
perhaps weekly inspections of fire hazards, being an "on the ground"
official, The Insurance Commissiloner woulé make inspections once or
twice a year, and operate as a check after the Superintendent.

Chagter 153, Statutes of Nevada, 1647, provided f or an appropria-
tion of $ 8,903.9% for the payment of fire insurance premiums upon
State owned buildings., This was to take care of increased premium
costs arising because of the increase in valuation of State owned
buildings, and meant that the Insurance Commissioner would place some
new and larger fire insurance policies during the biennium. The
majority of the State's policies are for five year terms, and this
means that approximately one-fifth of all Stafte insurance policies
explre every year.

While the Insurance Commissioner places all State fire and
automobile insurance, the various state departments pay their premiumn
money on automobile or fleet insurance directly to the insurance
company. On the ohter hand, the premium money for fire insurance 1s
handled through the office of the Insurance Commissioner, Automobile
or fleet insurance is paid out of the departmental budgets of the
various departments insured. '

As far as the University of Nevada is concerned, the iniveusity
Controller issued all automobile insurance for University cars orior
to 1947, and the pc’icies were distributed to many agents 1n Reno.
Since 1947 the Insurance Commissioner has issued or placed all ficev
policies for University automobiles, on the ground that a better rate
could be obtained, and University automobiles are now covered by i
fleet policy covering all state-owned cars, except those of the
Department of Highways which are covered by a separate fleet policv.
The Insurance Commissioner indicated that bills for the University
automobile insurance are received by his office and forwarded directly
to the University, which may pay them with any funds that are con-
venient, as far as he is concerned. He indicated that separate,
individual automobile insurance formerly cost the University more
money; now they receive a cheaper rate because they are part of the
State's fleet policy. Ahccording to the University Controller, this
is the method or procedure whereby University automobiles are insured:

(1) The University Controller issues a request to the Insur-
ance Commissioner for insurance on a particular automobile
or automobiles.

(2) The Insurance Commissioner insures the vehlcle, and the
insurance company sends the bill to the Insurance Com~
missioner, who forwards it to the University.

(3) The University must accept the insurance, and pays the
premium cost directly to the insurance agent out of
University funds.
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The University Controller has indicated that at the present
time the University has nothing to do with the insurance of Universi-
ty buildings for fire protection, this is accomplished by the insur-
ance Commissioner, but the insurance is nald out of the University
pudzet., In commenting on fire insurznce of University bulldings,
the Insurance Commissioner indicated that all University building
insurance is paid for out of the generel state ~ppropriation for
building fire insurance, as is the case of all other state buildings.
£11 the buildings are iansurec at 100% valuation, thereby enabling
the State ta obtzin o reduced rate. The Commissioner indicated the
possibility that if the state ~ttempted to insure for less than 100%
veluation, the insurance corpanies might carefully apprnise the
values of all sta”z builéings, =2né in doing so, raise the valuation
of them all., He ~:rther mode the point that the policies ¢o not
place o specific value on state buildings, but merely insure them 2at
» 100% valuation, which mesns thet when there is a loss by fire, the
stote gets a 100% reimbursement - everything destroyed is paid for,
On the other hand, cement floors, cement walls, etc, that can be
used in rebuilding, are not pal¢ for, 1. e., there is no loss to the
state, .

Because of limited staff and cramped guarters, the Insurance
Comnissioner is in no position to comply with all of the various
phases of the statutes which have been passed by the Legislature.
Therc are many functions which the Commissioner and his staff are
forced to neglect simply becausc they <o not have the time to take
care of thnem 2il. rFrom time to time citizens of Nevada request
information about, or actual investigations of, agents or companies
that ore operating in Fevada, There mey hove been violations of the
law, and while the Insurance Commissioner end his staff keep abreasc
of their corresvondecnce, launching any kind of an investigation to
determine vhether there have been infractions of the law 1is complete-
1y out of the question. £s there is no money available for travel
cxpenses, it becomes evident that adequate investigation is impossi-
ble. Ordinary office routine 1s sufficient to occupy the time of
the limited staff. The load of ordinary office correspondence is
incrcased by out-of-state companics that write to Navada requesting
interpretations of Nevaca's insurance laws, Noveda's laws are not
sufficiently broad enough to cover most of these inguiries, as they
deal with new phases of insurance. The suggestion has been made that
there should again be a complete recodification of Nevada's insmrance
laws by insurance ~ttorneys.

Chapter 100, Siatutes of Hevada, 1947, provided for the regula-
tion of rates of casuslity, motor vehicle, fire, merine, and inlend
marine insurance, and that all rotes and changes in ratcs shall be
reviewed and approved by the Hovada Insurance Commissioner., In
actual practice, it is found that such rate chrnges are filed with
the Insurance Commissioner as required by the law, but that there is
no time for such changes to be reviewed by the Insurance Commissioner
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T+ has becn estimated that to do this onc job alone at least one
toehinical man and one stenographer would be required. Section 121(1)
of thc same law provides for the promotion of rules and statistical
nlans for the use of ratc makcrs, and for use 1in annual comnhany
statecaents, to more or less determine the fairncss of rates, 2nd to
determine whether rating svstcms comply with the standards sct forth
in othor sections ol the law. It has been indicated that this in-
volves a grecat denri of work, and administration of the Scction has
a0t been feasible to datc., This lew requircs that rate making
organizations be liccnsed by the Insurance Commissioner, and that
their opcrations be restudled every five years. The licensing of
rote meking organizations is a simple matter, but restudying them
every five ycars provides still another impossibility. Insurance
companics arc rcquired to file rating systems wvith the Insurance
Commissioner, ~ad once such plans are sct up they are hard to change,
No insurer is required to roccord or report 1ts loss experience on &
classification basis that is inconsistant with the rating system
filed by it. The law also states that the Insurance Commissioner may
appoint rate organizations, or advisory organizations, to assist him-
in statistical studies of rates,- Companies arc willinz to assist in
the matter voluntarily, but the point has becn made that as soon as
such companies are appointed, it is tantamount to automatic approval
of their rate plan, and this cannot be done until someone finds the
time to make an adeguatc study of the rate plans, So far the
Insurance Commissioner has appointed only onc statistical organiza-
tion to make studies of ratcs, It has been indicated that thc now
rate law has mecant a carload of rate corrcspondence, and to comply
with all the reguirements of the 19%7 law two men and two stenogra-
phers would be necessary., The two men would have to bc rate
specialists, with a comprehcnsive knowledge of underwriting and rate
procedure, Under the 1941 law, the office was sufficlently staffed
to handle everything but the examinations of comvpanies, and this last
matter has become even more impossible of accomplishment since that
time. OSixty-seven ncv companies have entered the picture since 1942,
ordinary licensing *“as increascd, and thore has becn a steady incyease
in the State's insance business., 411 this has added up to meking
the work a major task.

Chapter 152, Statutes of Nevada, 1947, roquire written examina-
+ions before the issuance of agents'! licenses, but provided no funds
in order to carry out the requircments of the act, The law provides
that prospective agents may teke thelr examinations in places other
than the State Cazitol, but no funds arc provided for giving the
examinations outside of the Commissioner's Office, The act required
the Insurance Commissioncr to prepare for the use of an applicant, =
complete and comprehensive booklet containing theo information on
which the writton cxamination is based, so that the applicant can
study the insurance busincss in preparation for thc examination.
Since no funds were provided for the printing of the booklet, it was
printed and sold to prospective agcnts,
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It appcars that the Insurance Commissioncr's office has becn
unable to mnintain complete statistics on the operations of the
office, primarily because of the size of the work load. All State
insurance palicics arc properly listed, along with the amounts of

the insvranco, and the nemes of the insurers, Statistics on com-
panics operating in Nevada shows a jump from 275 in 1941 to 345 in
19L7. The number of azents licensed in 1S%1 amountcd to 2,885, while
in 19%6 the number increascd to 3,326, keeping in mind that an in-
surance agent may nave licenses for scveral insurance companies. One
resident agent is known to have &3 licenses for 43 insurance companies
but tais is a rarc and unusual cxtreme. There are a goodly number of
agents represcnting up to 7 or 8 companiecs, however.

The statement has been made that the Nevada Insurance Com-
missioner should participate in the examinatlons of out-of-state
insurance companies, which are made every three ycars, The examina-
tion is made in the home office of thc insurance company 2nd is
handled through the National 4ssociation of Insurance Commissioners.
The United States is divided into six zones, cach zone being composeqd
of eight states., There is a commissioner who acts as chairmon of
each zone, ané he as charge of the examinations. The actual examina-
tion of the insurancc companies is done by the various state com=-
missioners, and they are rotated so that every so oftcen they partici-
pate in an cxamination, Nevada's Commissioncr finds that he has no
time to serve in such a2 capszcity, because of the large amount of work
at homc. This not orly throws a bad light on Nevaca's opcrations,
but hampcrs the work of the Hational Association of Insurance Com~
missioncrse.

DNSURANCE COMMISSIONER

Increase in Volume of Original Dutics Since 19413

Year No. of Companics No. of &gents No, of 3tate
' Operating in Nevada Issucd Licenses Insur. Policies
1941 276 2,835 300 - 350
19%2 278 2,475
1643 299 2,500
1oud 308 2,543
1945 320 2,807
1946 230 34326
1947 345 3,259 550
Duties by Law That &re Now Being Carried Cut Completely:
1947 - Approval of now insurance forms,
19%1 - License of ncw companies, including ratc malking organizations.
1941 - Licensc of new agents, .
1941 - Insurance = all State property.
- General regicsts for information on Neveda's insurance lecws,
1941 - Licensing or certification of advisory organizations to ratc

organizaticns,.
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Dutics by Law That Arc Now Being Carried Out Bartially:

19%7 - Administration of the law on ratec regulation,

During the fiscal year 19%6-1947 the office of the Insurance

Commissioner collected $193,898 in fees and taxes on insurance

remiuns. During the fiscal ycar 1647-1948 the office collected
g233,038. The office is supnported by direct appropriation from the
General Fund, cxccpt for fecs collccted for examination of insurance
agents, which sums may also bc used for administrative purposes, For
the biennium 19%5-19%7 the Legislature appropriated $11,481 for the
operation of the Insurance Commissioner's office, and for the biennium
1947-1949, thc Lugislaturc appropriated $10,780. Good governmental
nsractice demands that the Lugislature appropriate on a good budgetary
basis, the money necessary for the operation of various state depart-
nents and offices. On the basis of demonstrated need, the Legis~
lature should appropriate the necessary funds for efficient operation,
4% the present time there are 2 goodly number of special ear-markcd
funds in existance which continue from year to ycar, without the
Legislature ever having the necessity to examine the funds and the
way the moncy is disbursed and used from them., Ear-marked funds
eliminate advantages accruing from a budget system, end prevent
legislative control of the purse-strings of the State, The insurance
laws of Nevada rcquire the rcgulation and licensing of the Insurance
business, and impos s many duties upon the office of the Insurance
Commissioner. The .agislature has set forth the cdutics in the law,
and if 1t means what it says it should put up the money to do- the
job. If it does not do so, then the law should be amended so as to
place only a minimum and practical number of duties upon the office,
keeping in mind that such a course might eventually result in federal
intervention. If the Legislature does not appropriate the money
necessary to do the job as outlined in the insurance laws at the
present time, it is not inconceivable that in the ncar future persons
engaged in the insurance business in Ncvada may endeavor to car-mark
a portion or 21l of the fecs and taxes collected by the Insurance
Commissioner's office for the purpose of paying the cost of adminis-
tracion. Failure to provide the money to do a job as specified in
the law is a powerful argument for the creation of an car-marked or
special fund, and once a special fund is created legislative control
of expenditures disappears.

In discussing the office of the State Controller, as Ex Officio
Insurance Cormissioner, Mr. Frank Helmick remarkcd as follows:

"Actually, therc is no comnection between the office of the
State Controller and thc work of regulating insurance companics and
collecting licenses and premium taxes from them. The Controller keeps
rhe books and accounts of the State and is not a collection or
regulatory agent. The office of Insurance Commissioner should be
transforred to the Supcrintendent of Banks, who by training or other-
wise, is more qualificd to regulate insurance than the Controller.
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His office is equipped to collect licenses cnd by 2 separate appro-
priation to the 3ank Zxaminer ror the expenses of conducting the
Insurance Department, 2

dofinite checlt on expenditures could be
maintained.

"The main rcoson for suggesting thot the office be transferred
to the Superintendent of Banks is that it would pecrmit the work to
continuec ot no grcatcr expensc than at present. Howevcr, it is
possible that o separzts Department of Jnsursnce should be created
that would climinatc any conncction with any present State department,
Tt would cost considerably morc to operate, and the question would be
if thc addcd efficiency would be worth the andditionnl cost.”

Many southern states place the Insurance office in o depart-
ment of banking ond insurance as suggested by Mr. Helmick, For
instance, in New York ané Texas the office is complctcly scparate
from any othcr agency, and in 4rizona and Utah thce office is placed
under the Corporation Commission. A number of iInsursnce mcn hrve
incdicated to the Leglslative Counsel that in the absence of extcnsive
consolidntion of s:.te departments and agencics, they would prefer o
separate Insurancec Department in chorge of = director whose qualifi-
cations are carefully sct forth in the law. The director would be
cpprointed by the Govcrnor, and the lay board serving without pay
would act in an advisory capacity only to the dcpartment, The
present plan has been called monopolistic in favor of the gencral
agents, but the Insurance Commissioncr pointecd out that resident
agents receive all stete fire insurance volicics, 2nd none are given
directly to genernl zgcents. The suggestion has been made that the
State insurance be distributed by a State Insurance Board in con-
junction with » board sclectced by the Nevada Insuronce Agents
Associztion. On the other hand, thc point hcs been made that the
of fice of the Insursnce Commissioner was crented to regulate and
control insurnance companies and agents, rather thon having them
regulate and direct the office of the Insuronce Commissioner. It Is
obvious that the Logislature should make = separate appropriation
for the office of the Insurance Commissioner. Adequate consultation
and discussion by all persons interested in the lnsurcnce business in
Nevada should result.in an improved State Insurance Dcpartment.,
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