LEGISLATIVE REVIEW OF ADOPTED REGULATIONS AS REQUIRED BY
NRS 233B.066
LCB FILE R049-13

The following statement is submitted for adopted amendments to Nevada Administrative Code
(NAC) Chapter 116A.325.

1. A clear and concise explanation of the need for the adopted regulation.

Proposed regulation LCB File No. R049-13 impacts community managers licensed by the
Real Estate Division (Division) pursuant to Chapter 116A. It also impacts homeowners’
association boards of directors by prohibiting a particular payment to a community manager.
The regulation proposes changes to the management agreement to prohibit payment of any
form of compensation to a community manager that is based on the number or amount of
fines imposed against or collected from units’ owner or tenants or guests of tenants. The
proposed regulation requires that a community manager or his or her employer maintain
liability insurance coverage for errors or omissions, professional liability or a surety bond in
an amount of $1,000,000 or more. The regulation would prohibit a management agreement
from indemnifying a community manager for intentional misconduct, gross negligence or
criminal misconduct.

2. A description of how public comment was solicited, a summary of public response, and
an explanation how other interested persons may obtain a copy of the summary.

The Commission for Common-Interest Communities and Condominiums Hotels
(Commission) determined at its June 11-12, 2013 meeting to move forward with a regulation
that would amend NAC 116A.325(1) regarding management agreements. The proposed
change states that a management agreement may not provide for the payment of
compensation to a community manager that is based in whole or in part on the number or
amount of fines imposed against or collected from units’ owners or tenants or guests of
tenants.

A Small Business Impact Statement was posted on the Division’s website dated August 8,
2013 along with a Notice of Workshop for August 27, 2013. The Commission considered
public comment submitted during the workshop. Comments received by the public during
the workshop were regarding clarification of the proposed regulation changes and possible
additions.

A Small Business Impact Statement was posted on the Division’s website dated February 10,
2014 along with a Notice of Workshop for February 26, 2014. The Commission considered
public comment submitted during the workshop. There was a comment from an owner of a
collection company and board member in Las Vegas asking if notices, pictures and
mechanics of imposing a fine are going to be included because these fees would have to be
paid by the association. He was in favor of the proposed amendment to the regulation. A
homeowner in Las Vegas testified in favor of the concept of the proposed regulation.



Interested persons may obtain a copy of the Small Business Impact Statement or submit
statements of impact to:

Teralyn Thompson, Administration Section Manager
Nevada Real Estate Division

2501 East Sahara Avenue

Las Vegas, NV 89104

tithompson(@red.state.nv.us

702-486-4036

. The number of persons who:

(a) Attended each hearing:
August 27, 2013: 30
February 26, 2014: 24
March 3, 2015: 37

(b) Testified at each hearing:
August 27, 2013: 2
February 26, 2014: 2
March 3, 2015: 2

(c) Submitted to the agency written comments: |

. A list of names and contact information, including telephone number, business address,

business telephone number, electronic mail address, and name of entity or organization
represented, for each person identified above in #3, as provided to the agency, is
attached as Exhibit A.

Please see attached.

. A description of how comment was solicited from affected businesses, a summary of

their response, and an explanation how other interested persons may obtain a copy of
the summary.

Comments were solicited from affected businesses in the same manner as they were solicited
from the public. The summary may be obtained as instructed in the response to question #2.

. If the regulation was adopted without changing any part of the proposed regulation, a

summary of the reasons for adopting the regulation without change.

The proposed regulation was adopted on March 3, 2015, and included changes suggested at
the workshop conducted.



7. The estimated economic effect of the adopted regulation on the businesses which it is to
regulate and on the public. These must be stated separately, and each case must
include:

Business which it is to regulate

(a) Both adverse and beneficial effects; and
Adverse effects: Licensed community managers who had been receiving compensation
or other remuneration based on the number or amount of fines imposed on units’ owners
will experience a reduction compensation or consideration they receive from a
homeowners’ association. There will be a cost associated with the requirement for a
community manager or an employer of a community manager to maintain insurance
covering liability for errors or omissions, professional liability or to carry a surety bond
of $1,000,000 or more.

Beneficial effects: No beneficial effects for regulated businesses.

(b) Both immediate and long-term effects.
Immediate effects: The immediate effect of the proposed regulation which would cease
a practice by community managers of receiving compensation or remuneration based
upon the number or amount of fines imposed against or collected from units’ owners or
tenants or guests of units’ owners will result in reduced revenue to association operating
accounts for associations which have, in the past, followed the practice. Community
managers’ compensation would be reduced if they had been receiving compensation or
remuneration based upon fines imposed.

Long-term effects: The long term effect is that the proposed regulation will ensure
fairness and consistency in the application of governing documents rules.

Public
(a) Both adverse and beneficial effects:
Adverse effects: No anticipated adverse economic effect to the public.

Beneficial effects: The prohibition of community managers from earning compensation
tied to the number or amount of fines imposed against or collected from units’ owners or
tenants or guests of units’ owners will ensure fair treatment of units’ owners. The
requirement for a community manager or employer of a community manager to carry
insurance or bonding will protect homeowners’ associations and compensate for losses
incurred by a licensee while performing duties under the management agreement. The
practice of a management agreement crafted to indemnify a community manager even
when found in violation of intentional misconduct, gross negligence or criminal
misconduct will end. The homeowners’ association should not bear the cost of these
proven actions by a licensed community manager.

(b) Both immediate and long-term effects:
Immediate effects: Homeowners’ associations will not incur losses through
indemnification clauses in a management agreement with a community manager.



8.

10.

11.

Long-term effects: The long-term effect is to ensure fairness and consistency in the
application of governing document rules and reduce potential self-serving conflicts by a
community manager or a board.
The estimated cost to the agency for enforcement of the adopted regulation.
There is no additional cost to the agency for the implementation of LCB File No. R049-13.
A description of any regulations of other state or government agencies which the
proposed regulation overlaps or duplicates and a statement explaining why the
duplication or overlapping is necessary. If the regulation overlaps or duplicates a

federal regulation, the name of the regulating federal agency.

There are no other state or government agency regulations that the proposed regulation
duplicates.

If the regulation includes provisions that are more stringent than a federal regulation
which regulates the same activity, a summary of such provisions.

There are no federal regulations that apply.

If the regulation provides a new fee or increases an existing fee, the total annual amount
the agency expects to collect and the manner in which the money will be used.

The regulation does not provide a new fee or increase an existing fee.



