PROPOSED REGULATION OF THE
COMMISSIONER OF INSURANCE
L CB File No. R120-06

June 20, 2006

EXPLANATION — Matter initalicsis new; matter in brackets [emitted-material] is material to be omitted.

AUTHORITY: 881, 2 and 5, NRS 679B.130; 883, 4 and 8, NRS 688C.170; 886 and 7, NRS
688C.230.

A REGULATION relating to insurance; requiring providers and brokers of viatical settlements
to provide certain forms of financial security as a condition of doing business; and
providing other matters properly relating thereto.

Section 1. Chapter 688C of NAC is hereby amended by adding thereto the provisions set
forth as sections 2, 3 and 4 of this regulation.

Sec. 2. “Provider of viatical settlements’ hasthe meaning ascribed to it in NRS
688C.080.

Sec. 3. 1. A provider of viatical settlements shall, asa condition of doing business,
deposit with the Commissioner and keep in full force and effect a surety bond in the amount of
$500,000. In lieu of the bond, a provider of viatical settlements may:

(&) Maintain a policy of insurance covering the errors and omissions of the provider of
viatical settlements and any partner, member, officer or employee of the provider of viatical
settlements; or

(b) Deposit with the Commissioner, under such terms and conditions as the Commissioner
may prescribe, a like amount of lawful money of the United States or any other form of

security authorized by NRS 100.065.
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2. A provider of viatical settlements must provide to the Commissioner, upon request,
proof of his compliance with the provisions of this section.

3. A provider of viatical settlements shall not cancel the surety bond or insurance policy
or withdraw any cash or security deposited with the Commissioner unless, at least 30 days
before the cancellation or withdrawal, he provides written notice to the Commissioner.

Sec. 4. 1. A broker of viatical settlements shall, asa condition of doing business,
deposit with the Commissioner and keep in full force and effect a surety bond in the amount of
$250,000. In lieu of the bond, a broker of viatical settlements may:

(&) Maintain a policy of insurance covering the errors and omissions of the broker of
viatical settlements and any partner, member, officer or employee of the broker of viatical
settlements; or

(b) Deposit with the Commissioner, under such terms and conditions as the Commissioner
may prescribe, a like amount of lawful money of the United States or any other form of
security authorized by NRS 100.065.

2. A broker of viatical settlements must provide to the Commissioner, upon request, proof
of his compliance with the provisions of this section.

3. A broker of viatical settlements shall not cancel the surety bond or insurance policy or
withdraw the cash or other security deposited with the Commissioner unless, at least 30 days
before the cancellation or withdrawal, he provides written notice to the Commissioner.

Sec. 5. NAC 688C.010 is hereby amended to read as follows:

688C.010 Asused in thischapter, unless the context otherwise requires, the words and
terms defined in NAC 688C.020 to 688C.120, inclusive, and section 2 of thisregulation have

the meanings ascribed to them in those sections.
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Sec. 6. NAC 688C.220 is hereby amended to read as follows:

688C.220 1. Onor before March 1 of each year, aprovider of viatical settlements shall
submit areport to the Commissioner that must include:

(@) Theviatica settlements that the provider of viatical settlements entered into during the
previous calendar year with aviator who is aresident of this State ; f--and}

(b) Theviatical settlements that the provider of viatical settlements entered into in which a
death occurred during the previous calendar year {-} ;

(c) A statement by any partner, member, officer or authorized representative of the
provider of viatical settlements certifying that the provider of viatical settlementswasin
compliance with the provisions of section 3 of thisregulation during the previous calendar
year;

(d) An attestation by any partner, member, officer or authorized representative of the
provider of viatical settlementsthat the information contained in the report istrue and
accurate to the best of his knowledge, information and belief;

(e) Thesignature of any partner, member, officer or authorized representative of the
provider of viatical settlements; and

(f) Thedate on which the partner, member, officer or authorized representative of the
provider of viatical settlements signed the report.

2. For each viatical settlement that a provider of viatical settlements must report pursuant to
paragraph (a) of subsection 1, the provider of viatical settlements shall submit to the
Commissioner the following information:

(& The date on which the viatical settlement was entered;

(b) The state in which the viator resided at the time of the viatical settlement;

--3--
L CB Draft of Proposed Regulation R120-06



(c) The mean life expectancy in months of the insured at the time of the viatical settlement;

(d) Theface value of the benefit of the policy purchased;

(e) The net death benefit of the policy purchased;

(f) The estimated total of premiums that will be required to be paid to keep the policy in force
for the mean life expectancy of the insured;

(9) The net amount paid to the viator;

(h) If the policy was purchased from a person other than the original viator, the name of the
person from whom the policy was purchased;

(i) Whether the policy wasissued as an individual policy or as part of agroup policy;

(1) Whether the viatical settlement was entered into during the contestable period in the
policy, the period for exclusion for deaths because of suicide in the policy or both the contestable
period and the period for exclusion for deaths because of suicide in the policy;

(k) Thetype of funding used to pay the viatical settlement;

() The applicable rating by arating service recognized by the insurance industry of the
insurance company that issued the policy at the time the viator entersinto the viatical settlement;
and

(m) Whether the insured suffered from:

(1) A disease of the cardiovascular system;

(2) A disease of the central nervous system;
(3) A disease of the periphera nervous system;
(4) A disease associated with old age;

(5) Aninfectious disease;

(6) A disease of the autoimmune system;
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(7) A disease of theliver or renal system;

(8) Neoplasms;

(9) Nonneoplastic diseases of the pulmonary system; or

(10) A diseaseor injury not listed in subparagraphs (1) to (9), inclusive.

3. For each viatical settlement that a provider of viatical settlements must report pursuant to
paragraph (b) of subsection 1, the provider of viatical settlements shall submit to the
Commissioner the following information:

(@) The date upon which the viatical settlement was entered,;

(b) The state in which the viator resided at the time of the viatical settlement;

(c) The mean life expectancy in months of the insured at the time of the viatical settlement;

(d) The net death benefit received by the provider of viatical settlements;

(e) Thetota of premiums paid to keep the policy in force before the death of the insured;

(f) The net amount paid to the viator;

(g) Thedate of death of the insured;

(h) The number of months between the date of the viatical settlement and the date of death of
the insured;

(i) The difference between:

(1) The number of months between the date of the viatical settlement and the date of death
of the insured; and

(2) The mean life expectancy in months of the insured as determined by the provider of
viatical settlements;

(1) Whether the policy wasissued as an individual policy or as part of agroup policy;
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(K) Whether the viatical settlement was entered into during the contestable period in the
policy, the period for exclusion for deaths because of suicide in the policy or both the contestable
period and the period for exclusion for deaths because of suicide in the policy; and

(1) Whether the insured died from:

(1) A disease of the cardiovascular system;

(2) A disease of the central nervous system;

(3) A disease of the peripheral nervous system,

(4) A disease associated with old age;

(5 Aninfectious disease;

(6) A disease of the autoimmune system;

(7) A disease of theliver or renal system;

(8) Neoplasms;

(9) Nonneoplastic diseases of the pulmonary system; or

(10) A disease or injury not listed in subparagraphs (1) to (9), inclusive.

4. Thefirst report required pursuant to subsection 1 must be filed with the Commissioner on
or before March 1, 2005, for the period of January 1, 2004, to December 31, 2004.

Sec. 7. NAC 688C.230 is hereby amended to read as follows:

688C.230 1. On or before March 1 of each year, a broker of viatical settlements shall
submit a report to the Commissioner detailing the business of viatical settlements conducted by
the broker of viatical settlements during the previous calendar year.

2. Thereport submitted pursuant to subsection 1 must contain:

(&) A titlecalled “Broker Reporting Form”;
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(b) The complete name and license number of the broker of viatical settlements submitting
the report;

(c) The calendar year for which the report is submitted;

(d) A list of al providersof viatical settlements with whom the broker arranged a viatical
Settlement;

(e) A statement certifying that the broker of viatical statementswasin compliance with the
provisions of section 4 of thisregulation during the previous calendar year;

(f) An attestation that the information contained in the report is true and accurate to the best
knowledge, information and belief of the broker of viatical settlements submitting the report;

KB} (g) The signature of the broker of viatical settlements submitting the report; and

Het (h) The date on which the broker of viatical settlements signed the report.

3. Thefirst report required pursuant to subsection 1 must be filed with the Commissioner on
or before March 1, 2005, for the period of January 1, 2004, to December 31, 2004.

Sec. 8. A provider of viatical settlements or broker of viatical settlementsis not required to
comply with the provisions of section 3 or 4 of this regulation until 90 days after the effective

date of this regulation.
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