L CB File No. R165-06

PROPOSED REGULATION OF THE
NEVADA TAX COMMISSION

(Notethat the text of thisregulation was previously 88 4, 6, 7 and 9to 13 of R191-05P;
these sections have been removed from that regulation for separate consider ation)

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

A REGULATION relating to manufacturers of tobacco products; establishing and revising
procedures to aid in the enforcement of certain statutory requirements for such
manufacturers; and providing other matters properly relating thereto.

Section 1. Chapter 370 of NAC is hereby amended by adding thereto the provisions set
forth as sections 1 to 8, inclusive, of this regulation.

Sec. 2. “Certification” means a certification required from a manufacturer of tobacco
products pursuant to section 15 of Assembly Bill No. 436 of the 73rd Session of the Nevada
Legidature, chapter 120, Statutes of Nevada 2005, at page 375.

Sec. 3. In determining whether to add or remove the name or a brand family of a
manufacturer of tobacco productsto or from the directory pursuant to subsection 2 of section
17 of Assembly Bill No. 436 of the 73rd Session of the Nevada Legisature, chapter 120,
Statutes of Nevada 2005, at page 376, the Department may, in consultation with the Attorney
General and in addition to any other facts or circumstances the Department or Attorney
General determinesto berelevant, consider whether:

1. Theperson who submitted the pertinent certification is a manufacturer of tobacco

products;
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2. Thepertinent certification is complete or the extent to which the certification is
incomplete;

3. Themanufacturer of tobacco products has provided all requested documentation in
support of the pertinent certification;

4. The pertinent certification is based upon any false information or any concealment,
failure to disclose or misrepresentation of fact;

5. Themanufacturer of tobacco productsisin full compliance with all relevant provisions
of state and federal law;,

6. The manufacturer of tobacco products, its predecessor or a previous manufacturer of a
pertinent brand is subject to a current injunction obtained by the State of Nevada for a
previous failure to comply with any provision of chapter 370A of NRS;

7. All final judgments and penalties due to the State of Nevada with regard to any
violation of a statute or regulation involving the manufacturer of tobacco products or brand
family, including any applicable interest, costs and attorneys' fees, have been satisfied in full;

8. Themanufacturer of tobacco products hastimely and thoroughly corrected any
deficienciesrelating to the pertinent certification or any of the factors set forth in this section;

9. Themanufacturer of tobacco products hastimely and thoroughly complied with any
requests by the Attorney General for additional information or documentation relating to the
pertinent certification or any of the factors set forth in this section; and

10. The manufacturer of tobacco productsis owned, managed or operated, in whole or in
part, by any person who currently holds or has previously held any interest in any other
manufacturer of tobacco products which has failed to comply with any provision of chapter

370A of NRS.
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Sec. 4. 1. If the Department, in consultation with the Attorney General andin
accordance with section 7 of thisregulation:

(a) Determinesto add the name or a brand family of a manufacturer of tobacco products
to the directory, the Department shall serve the manufacturer of tobacco products with written
notice of that determination. The notice must specify each brand family of the manufacturer
of tobacco products that the Department will include in the directory.

(b) Intendsto exclude or remove the name or a brand family of a manufacturer of tobacco
products from the directory or to exclude from the directory the name of any person who is not
a manufacturer of tobacco products, the Department shall serve the manufacturer of tobacco
products or other person with written notice of that intention. The notice must specify:

(1) Thereason for the intended action;

(2) Any measureswhich may be taken to avoid the intended action; and

(3) The date, which must be not less than 7 days after service of the notice, by which the
Department must receive clear and convincing proof of the completion of the measures
identified pursuant to subparagraph (2) to avoid the intended action.

2. If the Department, in consultation with the Attorney General, determinesthat a
manufacturer of tobacco products or other person has:

(a) Sufficiently carried out all the applicable measuresidentified pursuant to paragraph
(b) of subsection 1, the Department shall include the name or brand family in the directory
and serve the manufacturer of tobacco products or other person with written notice of that
action; or

(b) Not sufficiently carried out all the applicable measuresidentified pursuant to

paragraph (b) of subsection 1, the Department shall exclude or remove the name or brand
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family from the directory and serve the manufacturer of tobacco products or other person with
written notice of that action.

Sec. 5. 1. Each distributor shall submit to the Department each month a report
indicating the number of cigarettes manufactured by a manufacturer of tobacco products who
isnot a participating manufacturer that were sold by the distributor during the previous
month. The number of cigarettes sold during the previous month must be measured by the
excise taxes collected by this State on packs of cigarettes and containers of “ roll-your-own”
tobacco in the manner set forth in NRS 370A.120 for determining the number of units sold.
For each cigarette sold during the previous month, the report must indicate:

(& The month the cigarette was sold;

(b) The brand family of the cigarette;

(c) Thename and address of the manufacturer of tobacco products who manufactured the
cigarette, if known;

(d) If the name and address of the manufacturer of tobacco products who manufactured
the cigarette is not known, the name and address of the exclusive distributor or importer of the
cigarette, if known; and

(e) Thename and address of the person from whom the distributor purchased the cigarette,
if that person was not listed pursuant to paragraph (c) or (d).

2. Thereport required pursuant to this section must also contain:

(&) The number of cigarettes contained in all packs of cigarettes upon which the
distributor affixed a revenue stamp during the previous month;

(b) Theweight, in ounces, of “roll-your-own” tobacco upon which the excise taxes are due

from the distributor; and
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(c) Thenumber of revenue stamps the distributor has purchased but has not yet affixed to
a pack of cigarettes.

3. If thedistributor affixed a revenue stamp to the pack containing a cigarette, that
cigarette must be included in the report required pursuant to this section regardless of
whether, at the time the revenue stamp was affixed, that cigarette was owned by the distributor
or a person other than the distributor.

4. Thereport required pursuant to this section must be submitted:

(@) On aform prescribed by the Department; or

(b) Electronically, in aformat prescribed by the Department.

5. Except as otherwise provided in subsection 6, the report required pursuant to this
section must be submitted:

(&) On the same date as a report submitted by the distributor pursuant to NRS 370.240 or
370.465, if the distributor submits a report pursuant to NRS 370.240 or 370.465; or

(b) Not later than the last date on which a report could be submitted pursuant to NRS
370.240 or 370.465, if the distributor does not submit a report pursuant to NRS 370.240 or
370.465.

6. If the number of cigarettes to be reported pursuant to subsection 1 for a month isless
than 10,000, the distributor may make written application to the Department to submit the
report for that month on a date later than the date specified in subsection 5. The Department
may approve a written application pursuant to this subsection if the date requested by the
distributor in the application for submitting the report is not later than 12 months after the

date specified in subsection 5 for submitting the report.
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7. Each distributor shall maintain a copy of each report submitted pursuant to this section
for not lessthan 4 years after the date the report was submitted.

Sec. 6. 1. Ifadistributor isownedin wholeor in part by a manufacturer of tobacco
products who is not in compliance with NRS 370A.140 and subsection 1 of NRS 370A.160, the
distributor may not submit a report required pursuant to section 5 of thisregulation until:

(&) The manufacturer of tobacco productsisin compliance with NRS 370A.140 and
subsection 1 of NRS 370A.160; or

(b) Thedistributor isnot owned in whole or in part by the manufacturer of tobacco
products.

2. If adistributor submitsareport in violation of subsection 1, the report will not be
considered submitted for the purposes of section 5 of thisregulation.

Sec. 7. If adistributor failsto submit a report as required by section 5 of thisregulation
or submitsincorrect information on a report submitted pursuant to section 5 of this
regulation, the Department may, any addition to taking any other action authorized pursuant
to chapter 370 of NRS, suspend any license issued to the distributor pursuant to that chapter
until:

1. Thedistributor submitsthe report or resubmits the report with corrected information,
as appropriate; and

2. The Department determines that the information in the report is correct.

Sec. 8. The service of any noticeto a person by the Department pursuant to sections 2 to
7, inclusive, of thisregulation shall be deemed to be complete upon the date the noticeis:

1. Mailed to the person by regular mail;

2. Transmitted to the person by electronic mail or facsimile machine; or
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3. Personally delivered to the person,
OJ whichever occursfirst.

Sec. 9. 1. A distributor shall provideits current electronic mail address to the Department
of Taxation in compliance with subsection 5 of section 19 of Assembly Bill No. 436 of the 73rd
Session of the Nevada L egidlature, chapter 120, Statutes of Nevada 2005, at page 377, not later
than 30 days after the effective date of this regulation.

2. Asusedinthis section, “distributor” has the meaning ascribed to it in section 7 of
Assembly Bill No. 436 of the 73rd Session of the Nevada Legidlature, chapter 120, Statutes of

Nevada 2005, at page 374.
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