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Attorneys for Plaintiff

DISTRICT COURT
CLARK COUNTY, NEVADA

DOLLAR LOAN CENTER, LLC, a domestic| CaseNo: A- 15-720959-C
limited-liability company,
o Dept. No.: XXX |

Plaintiff,
vs, COMPLAINT
STATE OF NEVADA, DEPARTMENT OF | Exempt from Arbitration—NAR 3(A)
BUSINESS AND INDUSTRY FINANCIAL | Action Secking Declaratory Relief
INSTITUTIONS DIVISION,

Defendant,

Plaintiff Dollar Loan Center, LLC (“DLC”), by and through its attorneys of record, the
law firm of Holland & Hart LLP, for its Complaint against State of Nevada, Department of
Business and Industry, Financial Institutions Division (the “FID™), hereby states and alleges as

follows:

PARTIES, JURISDICTION, AND VENUE

1. DLC is an enlity created pursuant to the laws of the State of Nevada and is
authorized to do business in Clark County, Nevada.

2. The FID is an agency of the State of cha&a.

3. This Court has subject matter jurisdiction pursuant to Article VI of the Nevada
Constitution, and personéi jurisdiction over the Defendant in accordance with NRS 14,065, on

the grounds that such jurisdiction is not inconsistent with the Nevada Constitution or the
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United States Constitution, and in accordance with NRS 41.031, under which the State of
Nevada waives its sovereign immunity,
4, Venue is proper in the Eighth Judicial District Court in accordance NRS 41.031,
GENERAL ALLEGATIONS

5. DLC is a lender licensed pursuant to NRS Chapter 604A and is a “licensee”
within the meaning of NRS 604A.075,

6. DLC provides a “high-interest loan service” as that term is defined by NRS
604A.0705 and makes “high-interest loans™ as that term is defined by NRS 604A.0703.

7. NRS 604A.480(1) imposes strict limitations upon high-interest londers from
agreeing in writing “to establish or extend the period for the repayment, renewal, refinancing
ot congolidation of an outstanding loan by using the proceeds of a new . . . high-interest loan to
pay the balance of the outstanding loan....”

8. NRS 604A.480(2) provides an exception to the foregoing rule, allowing more
liberal terms for the repayment, renewal, refinancing or consolidation of an outstanding loan, -
but only if the licensee satisfies certain terms and does not “commence a civil action or process
of alternative dispute resolution on a defaulted loan or any extension or repayment plan
thereof.”

9. The legislative purpose of the foregoing rules—which were enacted in 2005 as
part of Assemi:ly Bill 384 in the 73rd Session of the Nevada Legislature—was to prevent
borrowers from falling onto the so-called “debt freadmill.”
| 10.  As aresult, NRS 604A.480 bars a licensee from commencing a civil action or
process of alternative dispute resolution upon the defanlt of a loan that has been renewed,
refinanced, or consolidated under NRS 604A.480(2), and in which its proceeds are used to
repay a prior loan underwritten by the licensee. |

t1.  However, NRS 604A.480 imposes no restriction on the right to commence a
civil action or alternative dispute resolution proceeding upon the default of a high-interest loan
in which the proceeds of that loan are not being used to renew, refinance, or consolidate an
outstanding loan previously made by the licensee.
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12,

The State of Nevada has provided conflicting authorities to licensees as to the

interpretation of the “right to sue” provisions of NRS 604A.480:

a.

13,

In a letter dated July 26, 2011, the State of Nevada Legislative Counsel Bureay
opined that NRS 604A.480 does not bar a licensee from commencing a civil
action or alternative dispute resolution proceedings upon the default of a high-
interest loan that has not been made for the purpose of refinancing, renewing or
consolidating an outstanding loan. A true and correct copy of this opinion is
attached hereto as Exhibit “1”,
In a letter dated October 30, 2012, counsel for the FID opined that NRS
604A.480 barred the commencement of any civil action or alternative dispute
resolution proceedings upon the default of any high-interest loan, regardless of
whether it waé an original “loan” as defined by NRS 604A.080. A true and
correci copy of this opinion is attached hereto as Exhibit #2”,
When considering Senate Bill 123 in the 78th Session of the Nevada
Legislature, on March 16, 2015, the Legislative Counsel Burecau stated that
high-interest lenders “absolutely” had the ability and right to sue upon a
defaulted “original” loan, and that the prohibition against commencing a civil
action or alternative dispute resolution proceedings was limited—by both the
text of the statute and consistent with its purpose—ito refinances of subsequent
loans to prevent customers from falling onto a “debt treadmill.” Based upon
said testimony, Senate Bill 123 was deemed “unnecessary” and “irrelevant” and
thus withdrawn from consideration by the Legislature, .A true and carrect copy
of the minutes for this hearing are attached hereto as Exhibit «3”,

FIRST CLAIM FOR RELIEF

{(Declaratory Relief)

Plaintiff hereby repeats, realleges, and incorporates all of the allegations

contained in the preceding paragraphs as though fully set forth herein,

7888293_2
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14. A true and ripe controversy exists between Plaintiff and the FID as to the
interprotation of NRS 604A.480, in particular as to whether said statute prohibits a high-

interest lender from commencing a civil action or alternative dispute resolution proceedings

upon the default of an original or initial loan to a customer.

15.  Given the inconsistency of the State as to its position regarding the

interpretation of NRS 604A.480, Plaintiff secks a declaration by this Court interpreting said

statute.

16.  Declaratory relief is necessary to determine the foregoing rights, status, or other

‘legal relations thereunder.
PRAYER FOR RELIEF
WHEREFORE, Plaintiff demands judgment against Defendant as follows:
1. For declaratory relief as described herein;

2, Fot preliminary and permanent injunctive relief; and

3. For such other and further relief as the Court deems just and proper.

DATED this 6th day of July, 2015.

Attorneys for Plaintiff
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July 26, 201§

Assemblyman Mareus Conklin
2251 N. Rampart, #305
Las Vegas, NV 89128

Dear Assemblyman Cooklin;

You have asked for the opinion of this office concerning whether the provisions
of NRS 604A 480 prohibit a licensee under chapter 604A of NRS from commencing a
civil action or process of alternative dispute resolution against a cusiomer upon his or her
default on a new deferred deposit loan or highsinterest loan which is made by the licensee
in compliance with the conditions of subscction 2 of NRS 604A.480 and used to pay the
balance of an outstanding loan of the customer. 1t is the opinion of this office that NRS
604 A.480 does not impose such 4 prohibition on a licensee,

The statutory provision about which you have inquired, NRS 604A 480, provides:

604A.480 1. Except as otherwise provided in subsection 2, if a customer
agrees in writing to establish or extend the period for the repayment, renewal,
refinancing or consolidation of an outstunding toan by using the proceeds of a new
deferred deposit loan or high-interest loan to pay the balance of the outstanding
Joan, the licensee shall not establish or extend the period beyond 60 days after the
expiration of the initial foan period. The licensee shall not add any unpaid interest
or other charges accrued during the original tesm of the outstanding loan or any
extension of the outstanding toan to the principal amount of the new deferred
deposit loan or high-interest loan.
2. This section does not apply to 4 new deferred deposil Joan or high-interest
loan if the licensec:
(2) Makes the new deferred deposit loan or high-interest loan to a customer
pursuant to a loan agreement which, under its otiginal terms:
(1} Charges an annual pereentage rate of less than 200 percent;
(2) Requires the customer to make a payment on the loan at least once
every 30 days;

AT ey el wheoiane R
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Assemblyman Conklin
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(3) Regquires the Joan to be paid in full in not less than 150 days; and
(4} Provides that interest does not acerue on the loan ai the annual
percentage rate set forth in the loan agreement after the date of maturity of the loan;

(b) Performs a credit check of the customer with a major consumer reporting
agency before making the loan;

{¢) Reports information relating to the loan experience of the customer to a
major consumer seporting agency;

{d)y Gives the customer the right to rescind the new deferred deposit loan or
high-interest loan within 5 days after the loan is made without charging the
customer any fee for rescinding the toan;

(e} Participates in goad faith with a counseling agency that is:

(1) Accredited by the Council on Acereditation of Services for Families
and Children, Ine., ot its successor organization; and.

(2) A member of the National Foundation for Credit Counseling, or its
successor organization; and

(H Does not commence any civil action ar process of alternative dispute
resolution on a defaulted toan or any extension or repayment plan thereof.

Subsection 1 of NRS 604A.480 sets forlh the generally applicable himitations that
apply to a licensee when a customer agrees in writing to establish or extend the period for
the repuyment, rencwal, refinancing or consolidation of an outstanding loan by using the
proceeds of u new deferred deposit lean or high-interest loan to pay the balance of the
outstanding loan, Under such circurmstances, a livensee is prohibited from: (1)
establishing or extending the peried beyond 60 days after the expiration of the initial loan
period; and (2) adding any unpaid interest or other charges acerued during the original
term of the ouistanding loan or any extension of the outstanding loan to the principal
amount of the new deferred deposit loan or high-interost loan,

The prohibitions set Totth in subsection | of NRS 604A.480 do not apply to a
licensee who complies with the conditions set forth [n subsection 2 0 NRS 604A.430.
The items sei forth in parageaphs (a) to (f), inclusive, of subsection. 2 of NRS 604A 480
are not affinnative prohibitions against a licensee, but are conditions with which u
licensee must camply to qualify for exemption from the general requirements of
subsection | of NRS 604A.480 and make a new deferred deposit Joan or high-interest’
loan to a customer pursuant lo subsection 2 of NRS 604A.480. It is the opinion of this
office that, whereas the provisions of NRS 604A.480 upply whether or not the
outstanding loan is in default, the provisions of subsection 2 of NRS 604A,480 impose on
a licensee as a condition of proceeding under that subsection that, if the outstanding loan
is in default, the licensee not commence any civil action or process ol alternative dispute
resolution on the loan or any extension or repayment plan thereof. It is further the opinion
of this office that paragraph () of subsection 2 of NRS 604A.480 does nol impose upon a
licensee a prohibition against commencing any civil action or pracess of alternative
dispute resolution against a castomer who subsequently defaults on a new deferred
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deposit loan or high-interest loan that is made by a licensee in compliance with the
provisions of subsection 2 of NRS 604A.480.

If you have any further questions regarding this matter, please do not hesitate to
confact this office.
Very truly yours,
Brenda . Erdoes

Legisiative Counyel

By ' h/ - ,_....'«‘-‘f' -':;'_),.-
Timothy M., Chandler
Senior Principal Deputy Legislative Counsel

TMC:dtm
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STATE OF NEVADA

COFFICE OF THE ATTORNEY GENERAL

100 North Carson Strest
Carson City, Nevada 86701-4717

CATHERINE CORTEZ MASTQ KEITH MUNRO
Allorney General Assistant Atlomey Genergl

GREGORY M. SMiTH
Chisl of Skaif

October 30, 2012

George E, Burns, Commissioner
State of Nevada

Department of Business and Industry
Financial institutlons Division

2785 E. Desert Inn Rd,, #180

Las Vegas, Nevada 89121

Dear Mr. Burns:

You have requested an opinion from the Office of the Attorney General regarding
the interpretation and application of NRS 604A.480.

QUESTION

Is the prohibition against civil suits or alternative dispute resolution set forth in
NRS 604A.480(2)() applicable to a new deferred deposit loan or high-interest loan
made pursuant to NRS 604A.480(2) to pay the balance of an outstanding loan, or does
it only limit actions to collect on the outstanding loan?

ANALYSIS

Nevada Revised Statutes Chapter 604A regulates short term lending in the State
of Nevada. The chapter resognizes three forms of lending: deferred deposit loans,
high-interest loans, and title loans,! A deferred deposit loan is a transaction in which the
customer provides the licensee® with a check or authorization for electronic transfer of
funds on a future date in exchange for immediate receipt of a lesser sum of money from

' For the purposes of this analysis, title loans are not relevant.
2 " jcenses’ means any person who has been Issued ohe or more licensas to operate a check-

cashing service, deferred deposit loan service, high-interest loan service or title loan service pursuant to
the provisions of this chapter.” NRS 604A.076.

e Telephone 775-684-1100 « Fax 775-684-1108 » www.nag.state.hv.is + E-mall aginfo@ag.state.hv.us
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the licensee. NRS 604A.050. A high-interest loan is a loan which has single or muitiple
instaliments and charges more than 40 percent in annual Interest rate.
NRS 604A.0703. The original loan term of a deferred deposit loan or high-interest loan
usually does not exceed 35 days. NRS B804A.408(1). Further, the licensee cannot
extend either type of loan contract beyond 80 days from the date of exscution of the
loan contract. NRS 604A.408(3).> A high-interest loan may be made for a perlod of 80
days as long as it requires fully amortized instaliments, is not subject to extension, and
does not contain a balloon payment. NRS 604A.408(2).

Nevada Revised Statutes 604A.480 is separated into two subsections and reads
in fuil as follows:

1. Except as otherwise provided in subsection 2, if a
customer agrees in writing to establish or extend the period
for the repayment, renewal, refinancing or consolidation of
an outstanding 1oan by using the proceeds of a new deferred
deposit loan or high-interest loan fo pay the balance of the
outstanding loan, the licensea shall not establish or extend
the period beyond 60 days after the expiration of the initial
loan period. The licensee shall not add any unpaid interest
or other charges accrued during the original term of the
outstanding loan or any extension of the outstanding loan to
the principal amount of the new deferred deposit loan or
high-interest loan,

2. This section does not apply to a new deferred deposit
{oan or high-interest loan if the licensee:

(a) Makes the new deferred deposit loan or high-interest
loan to a customer pursuant to a loan agreement which,
under its original terms:

(1) Charges an annuai percentage rate of less than 200
percent;

(2) Requires the customer to make a payment on the loan
at least once every 30 days;

(3) Requires the loan to be paid in full in not less than 150
days; and

(4) Provides that interest does not accrue on the loan at the
annual percentage rate set forth in the loan agreement after
the date of maturity of the loan;

® “Notwithstanding the provisions of NRS 604A.480, a licensee shall not agree to establish or

extend the perlod for the repayment, renewal, refinancing or consolidation of an outstanding defarred

deposit loan or high-interest loan far a period that exceeds 80 days after the date of origination of the
loan,”

FID0012
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(b) Performs a credit check of the customer with a major
consumer reporting agency before making the loan,

(c) Reports information relating to the loan experience of
the customer to a major consumer reporting agency;

(d) Gives the customer the right to rescind the new deferred
deposit loan or high-interest ioan within 5 days after the loan
is made without charging the customer any fee for rescinding
the loan;

(e) Participates In good faith with a counseling agency that
is:

(1) Accredited by the Council on Accredlitation of Services
for Families and Children, Inc., or Hs successor organization;
and

(2) A member of the National Foundation for Credit
Counseling, or its successor organization; and

{fi Does not commence any civil action or process of
alternative dispute resolution on a defaulted loan or any
extension or repayment plan thereof,

NRS 604A.480 (emphasis added).

The first subsection establishes the rule that a licensee can only extend a
deferred deposit loan or high-interest loan through the proceeds of a new' deferred
deposit loan or high-interest loan for an additional 60 days beyond the term of the
original loan. NRS 604A.480(1). The limitation on the term of deferred deposit and
high-Interest loans thus protects customers from falling into a cycle of debt.

The second section establishes that the restrictions set forth in NRS 604A.480(1)
do not apply if the licensee satisfles all of the applicable requirements. Among them,
subsection 2(f} prohibits certain collection actions by a licenses. Specifically, it bars a
lleensee from commencing a civil action or process of alternative dispute resolution “on
a defaulted loan or any extension or repayment plan thereof.” NRS 604A.480(2)(f).
The question that you ask is whether this language bars collectionn only of the
outstanding loan; or, as well, tha new loan used to pay the balance of the outstanding

loan.

To begin the analysis, deference is given to an interpretation of the agency
charged with administering a statute, in this case the Financial Institutions Divislon
(Division). See Pyramid Lake Paiute Triba of Indians v. Washos County, 112 Nev. 743,
747-48, 918 P.2d 607, 463 (1998) ("An agency charged with the duty of administrating

1 The term "new deferred deposit or high-interest loan” as used horein and In the statute means
the source of proceeds for “the repayment, renewal, refinancing or consolidation of an outstanding loan
.. UNRS 604A,480(1).

F1D0013
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an act is impliedly clothed with power to construe it as a necessary precedent to
administrative action. Further, great deference should be given to the [administrative}
agency's interpretation when It Is within the language of the statute”) (internal citations
and quotation marks omitted).

On December 10, 2009, the Division issued a Declaratory Order and Advisory
Opinion Regarding Mandatory Disclosures for Loans Made Pursuant to NRS 604A.480
(Advisory Opinion), In it, the Division concluded that (1) B04A,480(2)(f) bars collection
action on any loan, new or outstanding. Advisory Opinion at 7,

The Division's interpretation is reasonable. First, if a statute is clear and
unambiguous, this court gives effect to the plain and ordinary meaning of the statute's
language. . . ." Westemn Sur. Co. v. ADCO Credit, Inc., 127 Nev. __, _, 251 P.3d 714,
716 (Adv. Op. 8, March 17, 2011). In this case, the statute provides that a licensee who
utilizes the exception In section 2 may not commence a civil action or process of
alternative dispute resolution “on a defaulted loan or any extension or repayment plan
thereof.” NRS 804A.480(2)(f). The statute does not confine the prohibition to the
outstanding loan; it applies to “a defaulted loan or any extension or repayment plan
thereof.” The bar reasonably applies to either an outstanding loan or a new loan used
to pay the balance on an outstanding foan. Therefore on its face the statute is clear and
there is no occasion for statutory construction. "[W]here there is no ambiguity in a
statute, there is no opportunity for judicial construction and the law must be followed
regardiess of result.” Krehn v. State, Dep't of Motor Vehicles and Pub. Safety, 108 Nav.
1015, 1016, 842 P.2d 728, 729 (1992) (internal citations and quotation marks omitted).
See also Washoe County v. Baker, 75 Nev. 335, 338, 340 P.2d 1003, 1004 (1853)
({wle shall not, then, permit a resort to legislative history for the purpose of rendering
ambiguous that which otherwise appears to be both clear and reasonable”),

Even if ambiguity did exist and construction were necessary, two canons of
statutory construction would require the same result. First a statute is construed "in line
with what reason and public policy would indicate the legislature intended.” Bacher v.
State Eng’r, 122 Nev. 1110, 1117, 146 P.3d 783, 798 (2006) (internal quotation marks

omitted).

Originally enacted in 2005, one of the main goals of NRS Chapter 604A was to
stop what was called the "debt treadmill.” This problem occurs when a customer who is
unable to repay the original loan either continues to make interest-only payments just to
keep the loan current; or takes out another, larger loan to pay the principal and interast
incurred from the first loan. The result is a cycle of debt in which the customer becomes
trapped. See Hearing on A.B. 384 Before the Assembly Committee on Commerce and
Labor, 2005 Leg., 73rd Sess. 46 (April 6, 2005).

Removing the ability to pursue civil action and alternative dispute resolution
methods is reasonably related to the legitimate purpose of ensuring that licensees make
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Joans In amounts and under terms the customer can repay. Silver State Efec. Supply
Co. v. State ex rel. Dep't of Taxation, 123 Nev. 80, 84, 157 P.3d 710, 712 (2007)
("When a parly contends that a statute violates its equal protection rights but does not
allege the involvement of a suspect class or fundamental right, -the statute is
constitutional if the classification scheme created by that statute is rationally related to
furthering a legitimate state interest’).®

CONCLUSION

The prohibition against civil suits or alternative dispute resolution under
NRS 604A.480(2)(f) is applicable to all loans made pursuant to NRS 804A.480(2). It
applies to both an outstanding loan as well as a new loan the proceeds of which are
used to extend the “repayment, renewal, refinancing or cohsolidation of an outstanding
Joan.” NRS 804A.480(1). All loans made pursuant to this section must comply with all
of the requirements under subsection (2), including waiving the ability to pursue civil
action or aliernative dispute resolution procedures’ if the customer defaults.

Sincersly,

CATHERINE CORTEZ MASTO

Genher
| A7
By: ; f A % ( i~ Qi T

NIEL B.-EBIMARAN
T Deputy Attorney General
Bureau of Govermment Affairs
Business & Taxation Divisian
(702) 486-3326

DDE:MAS

S CF. Guralnick v, Sup, Ct. of New Jersey, 747 F. Supp. 1108 {D.N.J.,1990) (compulscry attorney
fee arbitration system does not unconstitutionally impair attorneys' contractual rights; impairment of
altorney-cllent contract was not substantial, Further, such impairment was justified by legitimate state
purpose of malntaining public confidence In judicial system. State action which substantially impalrs
contracts entered Into by private parties is nevertheless constitutional If justified by significant and
legitimate public purpose, based on reasonable conditions and of character appropriate to public purpose
justifying its adoption) {relying on Energy Reserves Grp, Inc. v. Kansas Power & Light Co., 459 U.S. 400
{1083) establishing three-part test requiring (1) a substantial impairment of the coniractual relationship,
(2) that Is justified by a significant and legitimate pubfic purpose, and (3) is based on “reasonable
conditions and (is] of a character appropriate to the public purpose justifying [the legislatlon's] adoption.

d. at 411-12).

"
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MINUTES OF THE
SENATE COMMITTEE ON COMMERCE, LABOR AND ENERGY

Seventy-Eighth Session
March 16, 2015

The Senate Committee on Caommerce, Labor and Energy was called to order by
Chair James A. Settelmeyer at 8:32 a.m. on Monday, March 16, 2015, in
Room 2135 of the Legislative Building, Carson City, Nevada. The meeting was
videoconferenced to Room 4412 of the Grant Sawyer State Office Building,
555 East Washington Avenue, Las Vegas, Nevada, Exhibit A is the Agenda.
Exhibit B is the Attendance Roster, All axhibits are available and on file in the
Research Library of the Legislative Counsel Bureau.

COMMITTEE MEMBERS PRESENT:

Senator James A. Settelmeyer, Chair
Senator Patricia Farley, Vice Chair
Senator Joe P. Hardy

Senator Becky Harris

Senator Mark A. Manendo

Senator Kelvin Atkinson

Senator Pat Spearman

GUEST LEGISLATORS PRESENT:

Senator Michael Roberson, Senatorial District No. 20

~ STAFF MEMBERS PRESENT:

Marji Paglov Thomas, Policy Analyst
Dan Yu, Counsel
Renee Fietcher, Committee Secretary

QTHERS PRESENT:

Alfredo Alonso, Community Financial Services Association of America; Southern
Wine and Spirits; Nevada Beer Wholesalers Association

Chris Ferrari, Dollar Loan Center, LLC

Jon Sasser, Legal Aid Center of Southern Nevada, Inc.; Washos Legal Services;
Southern Nevada Senior Law Program

FIDOO17




Senate Committee on Commerce, Labor and Energy
March 16, 2016
Page 2

Keith Lee, Nevada Title and Payday Loans, Inc.; Distilled Spirits Council of the
Unjted States

Barry Gold, AARP Nevada

George Burns, Commissioner, Division of Financial Institutions, Department of
Business and Industry

Michael Hillerby, Bently Heritage Distillery, Bently Enterprises, LLC

Susan Carbiener, Vice President of Operations, Bently Enterprises, LLC

Brady Frey, Chief Operating Officer, Bently Enterprises, LLC

Mike Draper, Frey Ranch Estate Distillery; Churchill Vineyards, LLC

Colby Frey, Owner, Frey Ranch Estate Distillery, Churchill Vineyards, LLC

Ray Bacon, Nevada Manufacturers Association

George Racz, Owner, Las Vegas Distillery, LLC

Tom Adams, President, Seven Troughs Distilling Company, LLC

Kimberly Surratt, Reno Rodeo Association

Chris 8hanks, Co-Ownaear, The Depot Craft Brewery Distillery

Lisa Granahan, Economic Vitality Manager, Douglas County

Jasse Wadhams, Wirtz Beverage Nevada; Guarantsed Asset Protection Alliance

Tyre Gray ’

Dan Wulz, Legal Aid Center of Southern Nevadas, Inc.

Jim Wadhams

Chair Settelmeyer:
| will open the hearing with Senate Bill {S.8.) 242,

SENATE BILL 242: Requires payday lenders to use best practices. (BDR 52-9563}

Senator Michael Roberson {Senatorial District No. 20):

The payday lending industry has had dramatic growth over the last couple of
decades since its inception as a check-cashing business in the early 1990s. The
Community Financial Services Association of America (CFSA), the national
payday lending trade group which represents over haif of the payday advance
stores, reports there are approximately 20,600 payday advance stores across
America. Nevada has regulated this industry for over 10 years to protect
customers.

The CFSA believes that payday advance transactions shouid be conducted
safely and responsibly with appropriate consumer protection, and has developed
best practices used to maintain quality in the payday advance industry and can
be used as a benchmark for payday lenders. The development of best practices
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ensures responsible conduct among lenders, protects borrowers’ rights and
encourages self-governance within the industry,

Senate Bill 242 requires a licensed individual to provide check-cashing services,
deferred deposit loan services, high-interest loan services and title loan services,
to comply with the provisions sst forth by this bill. Saction 4 of S.8. 242 states
a licensee must comply with the disclosure requirements of Mevada Revised
Statute (NRS) 604A.405 and the federal Truth in Lending Act. A licensee must
disclose the cost of the service fee as both a dollar amount and an annual
percentage rate, as well as making rates clearly visible to customers prior to
entering into the transaction process,

Section 5 of S.B. 242 forbids charging a fee for any service that is prohibited by
State or federal law. Section 8 addresses truthful advertising. Section 7
encourages consumer responsibility and requires a licensee to be forthcoming
about the intended use of the payday advance service. Notices should advise
consumers that payday services should be used for short-term financial needs,
and customers with cradit difficulties should seek credit counseling prior to
entaring into a loan transaction.

Section 8 of 5.B. 242 prohibits customers from rolling over a payday advance.
Saction 9 makes clear undar NRS 604A.460 a licensee must advise a consumer
of the ability to rescind, at no cost, any transaction on or before the close of
business the following business day. Section 10 denotes collection of past due
accounts in a professional, fair and lawful manner, without threats, intimidation
or harassment. Section 11 reguires the industry 1o self-police and report
violations to the Commissioner, Division of Financlal Institutions. Section 12
makes a repayment plan available to customers unable to repay a loan
agresment. Section 13 requires a licensee that offers payday advances via the
Internet ta be licensed in each state and comply with regulations of each state,

Alfredo. Alonso {Community Financial Services Association of America):

Senate Bill 242 codifies many of the same practices done within our
association. This bill is good for the industry, as there have bsen sbuses in the
payday advance industry. The check-cashing service should be removed, as it is
not part of a repayment issue as established in the bill. Section 12 should also
be removed since it duplicates a repayment plan within the deferred deposit
section, .
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Chris Ferrari {Dollar Loan Center, LLC):

We agree with the comments of Mr, Alonsoc and are glad to see best practices
added to the payday advance industry. We have a couple of clarifications 1o
work out with Senator Roberson and Mr. Alonso; otherwise, we approve and
support S.B. 242.

Jon Sasser (Legal Ald Center of Southern Nevada, Inc.; Washoe Legal Services):
Senate Bill 242 is an excellent idea to have lLegislative intent for the payday
advance industry to conduct itself utilizing best practices. We support the bill as
written. Thersfore, | would like to review any proposed amendments prior to
scheduling the final work session,

Keith Lee {Noevada Title and Payday Loans, lnc.):'
We support 5.B. 242 with the proposed amendments by Mr. Alonso,

Senator Harrils:
What is the average amount of debt taken out by individuals using the payday

advance service?

Mr. Lee:
! do not know what the average loan amount is through the industry as a whole.
| can get the information for the companies | represent.

Senator Harris:

Section 8 references NRS 604A.,408, which only allows a 90-day rollover on a
loan. Are we taking away the ability for consumers to pay back a high-interest
joan in such a short period?

M, Lee: .
The intent of this code of ethics and the NRS is to stop the debt treadmill. Each

individual and circumstance is different,

Senator Harris:

When individuals are in a debt situation bad enough to require a payday loan,
their income will not likely allow them to pay the loan back in 90 days. How
doas this help the Individual flnd appropriate ways to cover their monthly
expenses and reduce their debt?
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Barry Gold (AARP Nevada):
The AARP is pleased that S.B. 242 has been brought before the Committes. It
is important that standards be enacted for best practices for the payday loan
industry. We would also like to understand the proposed amendments before
deciding to support this bill.

George Burns (Commissioner, Division of Financial Institutions, Department of
Business and Industry):

Our agency is responsible for licensing, examinations and enforcement of

NRS B04A. | have submitted a copy of my written testimony {Exhibit C). The

Division of Financial Institutions is generally neutral with duplication of

established provisions. Language that is generic and all-encompassing may

generate confusion in an already complax statute.

in section 2 of S.B. 242, the term "payday lender” is generic, used to define a
“defarred deposit jender” as listed in NRS 804A. The term “payday lender” does
not really apply to check cashers, high-interest lenders and title lenders, which
5.B. 242, the “Payday Lender Best Practices Act,” appears to address directly
and indirectly. The term “licensee” encompasses all businesses listed under
NRS 804A. As section 7 is a new requirement to the statute, the advertising
disclosure is not applicable to check-cashing services and is confusing for
long-term, high-interest and title loans. Again, the term licensee listed In saction
8 reiterates the extension period limits in NRS 604A.408, therefore, not
applicable to 30-day title loans that allow up to six extensions, and 210-day title
loans that do not permit any extensions, Our agency looks forward to working
with the sponsor to address the technical concerns outlined in my testimony
Exhibit C.

Senator Roberson:
I am willing to meet with any concerned individuals and take all proposed
amendments into considaeration.

Chair Settelmeyer:
I will now close the hearing on $.B. 242 and open the hearing on S.B. 2486.

SENATE BILL 248; Revises provisions governing craft distilleries. (BDR 52-631)

Michael Hillerby (Bantly Heritage Distillery, Bently Enterprises, LLC}):
Bently Enterprises has invested heavily in Nevada and supports §.B. 246.
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Susan Carbiener (Vice President of Operations, Bently Enterprises, LLC):

Bently Enterprises s a diverse group of companies based in Minden and
San Francisco. Please refer to my slide presentation (Exhibit D). We have
180 amployees consisting of cowboys, graphic designers, property managers
and front-end develapers, all experts in their fields and active in their industries.
Our roots in Carson Valley started in 1861 when Don Bently started Bently
Nevada operations. We now occupy a 200,000 square foot, state-of- the-art
building in the Bently Science Park. Bently Nevada was one of Northern
Nevada’s largest non-gaming employers before heing sold to General Elactric in
2002, We continue to create new business in the Carson Valley and to enhance
our agricuttural operation at Bently ranch. We have renovated historical buildings
with modern technology and energy efficlency. Our focus remains on
agriculture, sustainability and historic preservation.

With the passage of A.B. No. 153 of the 77th Legislative Session, allowing
craft distilling in Nevada, we formulated a plan for revitalization of downtown
Minden. We purchased the iconic flour mill building and silos in the iate 1960s.
The original, historic mill building was built in 1906, Across from the mill
building is the Minden Creamery, constructed in 1918, Bently will be renovating
these buildings, which will be the Bently Heritage Distillery. The entire site will
be designed for pedestrian access through the estate and to downtown Minden.

We wili manufacture vodka, gin, rye whiskey, bourbon and single mait whiskey.
We will use grains grown locally on Bently Ranch. We will be axporting a
significant amount of sales, our main business focus. The first grain crop testing
is under way. The mill building will contain a tasting room, tours for the public,
space for public events and catering. Our whiskey pot stills will be in the silos.
The creamery building will contain stills for the production of gin and vodka.
Bently will purchase state-of-the-art equipment from Vendoms Copper & Brass
Works, Inc. located in Kentucky, Forsyths located in Scotland, Kothe Distilling
Technologies located in Germany, and local suppliers such as Silver Stata
Stainless located in Carson City.

The total project budget, including construction, renovations and land value, is
in excess of $44 million. By completion in late 2016, we expect 10 hire 13 new
positions paying more than $25 per hour. Qur investment in Minden has a
significant impact on our regional econamy. In addition to benefits to local
retailers, such as dining and lodging, we will target the estimated-2.7 million
Lake Tahoe visitors, encouraging them to experisnce Bently Heritage.
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Senate Bill 246 will enable craft distillers to meet customer demand, export
Nevada’s craft spirits,.allow a reasonable return on investment (ROI) and be an
Important driver of economic development.

Mr. Hillerby:

! will outline some of the madifications brought forth in 5.B. 246 starting with
section 1, subsection 2, paragraph {b), which references the changes that are
forthcoming. The craft distillery law was creatad in the 77th Session with
A.B. 163. Nevada has a three-tier system for how liquor is sold and taxed,
which_Is very specific and detailed. It is not relevant to smaller distilleries, craft
distilleries or estate distilleries. More of the public is interested in seeing where
the crops are grown for the manufacturing of their food and liquor as well as to
meet the people Invelved in the process. Nevada’s laws do not take this into
consideration; therefore, A.B. No. 1563 from the 77th Session as well as

S.B. 246 are important to the distillery industry.

The changes begin in section 1, subsection 2, paragraph {c) of S.B. 246,
moving the export cap to 60,000 cases. To put this into perspective, Nevada
imported 176,797 cases in December 2014, 144,889 cases in November 2014
and 149,287 in June 2014. Senate Blll 248 only requests an annual total of
60,000 cases for any distiller in Nevada to export to 49 other states. Section 1,
subsection 2, paragraph {d} and paragraph (e} add an additional location, other
than the distillery, to offer taste samples and direct sale of spirits. Section 1,
subsection 2, paragraph (e} also increases direct sales to the public to one case
per day. Section 1, subsection 2, paragraph (f) allows any distiller to donate
directly to charities with approval from the Department of Taxation. Section 1,
subsection 2, paragraph (g) allows transfer of bulk, neutral spirits, manufactured
at the distillery, to another supplier. Section 2, subsection 2, paragraph {g),
subparagraph {2) would not classify the bulk transfer as a sale. The other
supplier would blend the neutral spirits and sell their own mixture. For
clarification, a case is 12 bottles.

Wholesalers and distributors support $.B. 246, and we are working together on
the language in the bill to determine the most economical sense for all invoivad.
One other item | would like to point out is the removal of the limit of samples to
any one individual, section 1, subsection 2, paragraph (d}, which will put
distilleries on par with bars, restaurants, hotel casinos, brew pubs and wineries
within Nevada.
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Senator Farley:
How many bottles or cases do other states allow to be sold directly to
customers on the distillery property?

Mr. Hiflerby:
Direct sales on & distillery property vary from state to state dependent on the
laws of that state.

Senator Hardy:
What is a neutral spirit versus distilled spirit?

Brady Frey (Chief Operating Officer, Bantly Enterprises, LLC):

Within the process of distilling alcohol, prior to final cuts, you have a neutral
spirit that can be blended with other ingredients to produce a final product. A
neutral spirlt has some, but not all, ingredients, which can be used for other
products by other suppliers.

Senator Harris:

The reference to the one other location, found in section 1, subsection 2,
paragraph (d}, do you anticipate the other location to be a retail facility such as
a restaurant?

Mr. Hillarby:

The second location would be determined by the individual distilery. Other
locations could include restaurants, on or off the premises, special events such
as the Nevada Day Parade or the Fallon Cantaloupe Festivel. A second location
would be a temporary sales or tasting location, or both.

Senator Harris:

If the distillery is one location and you have a full-time second location, such as
a restaurant or pub owned by the distillery, would you also be able to have a
temporary location for special events?

Mr. Hillerby:

Having more than one or two Iocations is important. The more opportunities
there are to market products, the better for any distillery, but we fully
understand and support the three-tier system, We have a wholesaler/distributor
partnering with Bently Enterprises, but would like to have some control over the
marketing and sales,
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Mike Drapser (Frey Ranch Estate Distillery; Churchili Vineyards, LLC):

Nevada has seen a boom in craft breweries and distilleries, which have earned a
reputation for producing quality products. It Is imperatlve that Nevada ses this
industry as legitimate with significant economic potential and the ability -to
attract visitors from all over the world. In the 6 months from its Inception, the
Frey Ranch Estate Distillery has received substantial attention from all over the
Country for its premium products and its unique grain-to-glass operation,

Fray Ranch, also home to Churchill Vineyards, is the only estate distillery and
pstate winery in the Country. The editor for Drink Spirits online publication
recently visited Frey Ranch and called thelr white whiskey the best he had ever
tasted, White whiskey comes right out of the still before it is aged in barrels,
and thelr vodka rivaled some of the best vodka on the market. Frey Ranch
aspires to be a national brand and is quickly gaining notoriety. We support
S,B. 246 as a needed evolution in Nevada's liquor laws. This bill will allow
wider platforms to expose products to consumers. Existing law succeeds in
allowing for the initial beginnings of the craft distillery, but does not create a
business environment that allows for growth and expansion. Current law does
not invite, encourage and reward entrepreneurial spirit within Nevada,

Colby Frey (Owner, Frey Ranch Estate Distillery, Churchill Vineyards, LLC}):

The Frey family has spent five generations building the economy in Northern
Nevada. We started farming in the Genoa area in the 1880s before Nevada was
declared a U.S. state, and we now occupy the Leke Ridge area in Reno, My
great-grandparents owned the Packham Ranch. My grandfather invented a tree
stump puller to clear trees on ground considered not farmable, turning the land
into prime farmland. In 1944, the land was sold to my grandfather’s brother. My
grandfather then saved enough money to purchase what is now the Frey Ranch,
originally tha residence of Senator Robert Douglas. My grandfather sold this land
to my father in 1980, and | was able to purchase the ranch from my father in
2009. To maintain income In months of bad times, we created a winery and
eventually a distillery.

We researched crops that would require less water to survive drought
conditions yet generate more revenue. This vyear, our water allocation in
Churchill County was set to 20 percent, the worst allocation our irrigation
district has seen in its 100-year history. Lower water allocation is catastrophic
for farmers. Lack of water does not mean lack of bills, land payments and
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property taxes. It is important to us to seek ways to conserve water while
creating better Income potential.

Alfalfa is the primary crop in Churchill County. Wina grapes consume only
10 percent of the water needed by alfalfa, and grains in the distillery consume
40 percent to B0 percent. By diversifying our crops, we are able to save water.
Churchill Vineyards started planting wine grapes in 2001 and produced our first
wines in 2004. We recsived our federal distilling license in 2006, We have been
experimenting with turning different wines into brandy. With the passage of
A.B. No. 163 of the 77th Legislative Session, we drastically expanded our plans
to construct a state-of-the-art distillery. We are farmers first. Frey Ranch Estate
Distlilery started as a way to create product from the grains grown on our farm.
Previously, the grain was fed to dairy cows. With the distillery, we are able to
sell the spent grains to dairy farms after the alcohol is distilled. Spent grain still
has nutritional value and practically zero waste.

The distillery was designed so we could produce enough product in the winter
months to shut down for the summaer months, thus we can farm in the summer
and distill in the winter. In addition, this allows us to maintain employment for
our workers year-round. The distillery is capable of producing 10,000 cases of
12 bottles each of spirits per month. | believe Frey Ranch distillery has the
largest production capacity of any distillery on the West Coast. We have a
one-of-a-kind Vendome still, that is capable of making any spirit in the manner it
was Intended. Our whiskey, vodka and gin are produced 100 percent by our
own grown crops. This produces a truly unigue, 100 percent Nevada product.

We have been able to overcome obstacles that many farms face, and our goal is
to create a high quality product that can be distributed nationally, also aiding
Nevada’'s economy. With legislative assistance, Fray Ranch Estate Distillery can
be a national brand, making Nevada a household name.

Ray Bacon {Nevada Manufacturers Association):

| spent many years of my career at Bently Nevada and can attest that the oid
mill building and silos had become infested with various vermin. | had personal
dealings with the owner who was declding whether to tear the buildings down.
Instead, the owner decided to spend the necessary maney to clean up the
structures in hopes it would be something historic and useful.
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From an economic development standpoint, the Freys helped contribute to the
diversification of Nevada's economy, along with the electronics company that
started with 3 employeas, and grew to employ over 1,000 when it was sold.
The Freys are now using their agricultural products to manufacture additional
products.

George Racz (Owner, Las Vegas Distillery, LLC):

| wrote the draft for what became A.B. No. 153 of the 77th Legislative Session.
That bill has helped my family and many others to start the distilling industry in
Nevada. During the last 4 years, we have had more than 20,000 visitors. Our
distillery produced the first Nevada-made bourbon, named Nevada 150, to henor
and celebrate Navada’s 150th anniversary. Within the last 2 vyears,
four distilleries opened in northern Nevada for a total of five distilleries. It is
amazing to have Bently join the industry, Sepate Bill 246 gives our industry
better opportunities to grow and succeed.

Tom Adams (President, Seven Troughs Distilling Company, LLC):

Here are some facts from the microbrewer perspective since the passage of
A.B, No. 153 of the 77th Legislative Session. As of this past year, there are
five operating distilleries in Nevada. Seven Troughs was able to hire
two full-time employees. Distribution has been gained throughout Nevada and
Into California. Seven Troughs has over 100 retail accounts. Last year our
distillery consumed 30 tons of Nevada grown grain from Winnemucca Ranch,
Frey Ranch and Bently Ranch. We will consume B0 tons this year. Nevada
distillaries have proven they can make outstanding products.

Seven Troughs has made significant support to local charities, Senate Bill 246
will allow distilleries to donate to more local charities and nonprofit
orgahizations. We offer support through donation of goods and a royalty
program to raise funds for the Reno Rodeo Association’s Legacy Vodka Project.
We provide direct assistance to the Boys and Girls Clubs of Western Nevada,
Care Chest of Sierra Nevada, Veterans Guest House, Reno Rodeo Association
and more,

Despite the small successes the distilleries have had, 5.B. 246 would have a
significant impact to help our industry grow and flourish. Tasting rooms are very
important for the public to see and taste what we manufacture. Our tasting
room sales are approximately four times higher than the sales to our
100 statewide distributor accounts. Customers want a connection to the
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process and like that the product is made locally, Limiting the number of bottle
sales in the tasting room causes us a loss of revenue. We can only sell
two bottles per month to any person, resulting in unsatistied customers.

Our most effective marksting comes through direct interaction with our
customers. We do not have large marketing budgets, We reach customers
through charlty and spacial events. The offsite privilages permitted by S.B. 246
would aflow distilleries to grow such interactions by attending farmers markets,
special events, sporting events and charity events, which will cultivate brand
recognition and longer sustainable sales growth.

Kimberly Surratt (Sponsor Chair, Reno Rodeo Association):

We are the beneficiaries of a project with Seven Troughs Distiliery Company.
We created the Reno Rodeo Legacy Vodka project. Senate Bill 246 is very
important and beneficial for us. The Reno Rodeo began in 1919 and is quickly
coming to its 100-year anniversary, We are landlocked in our current location.
Except for bad weather days, the rodeo has a sellout crowd every night. We are
in desperate need for expansion, and the Legacy project is for that purpose.
Without expansion our economic impact on the community ls $57,391,643
from non-locals who come to Reno specifically 1o see the rodeo. We are a
nonprofit organization, with only three paid employees paid through our
foundation dollars. Total employment impact from the visitor expenditures is
6562 full-time jobs supported for one year by the Reno Rodeo Association and
Foundation. Please note the dollar figures listed do not include the economic
impact from residents.

For contributions to the Legacy Vodka project, our partner, Seven Troughs
Distillery, is limited on the amount of sales and charitable interactions. With the
passags of 9.B. 246, there could be taste testing on the grounds at the rodeo,
and the benefit to the rodeo would grow dramatically. Our expansion project is
budgeted at $60 millicn, growing from 30-40 acres to over 100 acres, which
will double or triple our economic impact to the community. We are modeling
our vodka project after the Pendleton whiskey project, which is tied to the
Pendleton Round-Up, a rodeo located in Pendleton, Qregon. Thas Pendleton
project is immensely successful. The Reno Rodeo can be just as successiul, The
Reno Rodeo is able to purchase alcohol far use at a party at the National Finals
Rodeo in Las Vegas. We had hundreds of spectators that attended the National
Finals Rodeo who stated they wanted to purchase the brand of vodka suppiied
at the party, but wera unable to do so at the rodeo.
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Chris Shanks (Co-Owner, The Depot Craft Brewery Distillery):

We are the first combined craft brewery and distillery in Nevada. We support
S.B. 246 for the same reasons as the other testifiers have stated. We have
75 employees and are a full-service restaurant, craft brewery and craft distillery,
located in the histotic Nevada-California-Oregan Railway depot in downtown
Reno. We spent over $4 milllon renovating our property, Assembly Bill No. 163
of the 77th Legislative Session was a great first step to diversify our economy.

Reno has many older industrial buildings, warehouses and mills that would need
to be demolished without the distillery industry, Being able to sell more bottles
on the premises and additional locations would allow us to pay back our initial
capital investment quicker and help us realize a better ROI. Senate Bill 246 helps
us expand and grow to a full-fladged distillery.

Lisa Granahan {Economic Vitality Manager, Douglas County}:

The local government perspective is important. During the 77th Legislative
Session, Douglas County supported A.B. 163 to allow distilleries. Subsequently,
in 2014, Douglas County allowed large and small craft food and beverage
production in commercial and tourist zoning areas. The result is a rehabilitation
of the former historic mill building in downtown Minden. The multimillion dollar
project is in the design review stage. One core value of the economic vitality
program is creating a distinctive downtown area where residents and tourists
want to visit to experience local cuisine, shopping and tasting the wares of the
distillery, which thay can purchase, share with friends and family, encouraging a
desire to return.

Douglas County has worked hard to diversify the industries and economy so we
are not as dependent on gaming and construction. Senate Bill 246 furthers
manufacturing export apportunities and enables the sale of locally made spirits,
creating additional reasons to attract more visitors, and contributing to the
success of our eateriss and retail shops. Douglas County supports $.B. 246 as a

step towards furthering our economic vitality. | am submitting my written

testimony (Exhibit E}.

Alfredo Alonso {Southern Wine and Spirits; Nevada Beer Wholesalers
Association): '

Our goal is for a balance in terms of how liquor is produced and sold, as well as

proper tax collection and enforcement of that balance. There has been

significant growth in the small sectors of the distilling industry. Limits on the
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number of bottles sold to any individual vary in different states. Some states
only allow the sale of one bottle per customer; other states allow more than
two. This is largely dependent on the ability of a state’s enforcement.

We applaud anyone coming to Nevada to start production of distilled spirits;
however, we oppose S.,B. 246. One concern is the cost of Nevada's
enforcement ability, With respect to the bill, we do not have concerns with
exportation, unless the industry size of craft distiling takes the place of a
standard distillery. The initial goal was to have craft distiliing be a smaller tier.
Another concern is the definition of a taste, or sample, If you change a taste
from two fluid ounces to an unlimited amount, it is no longer a sample. These
are distiled spirits and can be very potent, If a customer samples five or
six different bottles at an ounce per shot, there is a significant concern,

We are also concerned about customers being able to purchase a case of spitits
per day. This amount is drastically more than two botties per month. Regarding
the transfer of bulk neutral spirits, It is important that the reciplent distillery be
properiy licensed and any resulting sales be taxed appropriately. Distilled spirits
are not bear or wine; therefore, our concern is whether a case size should be
six or twelve battles.

Jasse Wadhams (Wirtz Beverage}:

| echo the comments of Mr. Alonso. We oppose S.B. 2486, however we are
willing to work with the proponents to find a mutually beneficial agreement.
One concern is that craft distilleries are requesting to export and seli a total of
70,000 cases per year. Keep in mind that Jack Daniels in Las Vegas sells
82,000 cases per year. Do we want our craft distilleries to be 75 percent of the
size of America’s most popular whiskey brand?

Keith Lee {Distilled Spirits Council of the United States):

We agree with the comments and concerns of Mr. Alonso and Mr. Wadhams.
While recognizing the need for entrepreneurs, we support the three-tiar rule. Qur
market share increases with the addition of different splrits, but it needs to be
accomplished wisely. | will also be working with the proponents of S.B. 246 to
determine if we can agree on the language.
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Senator Farley:

Do distilleries need a liquor license to dispense tasting samples? How much
does a distillery make on sales per bottle from their pramises versus selling
through the distribution process?

Mr. Alonso:
It is hot more expensive for a distillery 1o sell through a wholesaler,

Senator Farley: .
Would | make more money selling a bottle of spirits from my premises than if |
sold it through distribution?

Mr. Alonso:

Yes, you would make more money selling a bottle from your distillery. Qur
concern is keeping tabs on what is actually sold so the State does not lose out
on the taxes. We are worried about those distillerles not following the rules.

Senator Manendo:
Depending on tasting size imits, if a consumer has too much to drink, then has
a car accident after leaving the distillery, is there any liability on the distillery?

Senator Farley:
Any distillery or winery should be responsible enough to know if someone has
had too much to drink, that individual should not be served additional alcchol.

Chair Settelmeyoer:
| will now close the hearing on 5.8. 248 and open the hearing on S.B. 253,

SENATE BILL 253: Enacts provisions governing the sale of guaranteed asset
protection waivers. (BDR 57-795)

Senator Patricia Farley {Senatorial District No. 8): _

{ would like to present S.B. 253 to enact guaranteed asset protection (GAP}
waivers. A GAP waiver may be referred to as debt cancellation agreement. Auto
Insurance typically provides enough protection to cover costs of repalr or
replacement on a vehicle that is damaged or stolan. However, if the cash value
is less than an individual owes on his or her loan, this gap in amounts is not
covered by insurance policies. Hence, if that individual had purchased a GAP
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waiver, the auto creditor will waive some or all of the loan balence, after
insurance coverage.

Sections 3-14 of 8.B. 263 provide definitions of terms, Section 16 provides that
marketing, issuance, sale and administration of GAP waivers are not subject to
the provisions of Nevada’s insurance codes, except for thase provisions giving
the Commissioner of Insurance authority to regulate, investigate and conduct
hearings on violations of the law. Additionaily, this section states that GAP
waivers do not apply to debt cancellation or suspension agreements regulated
by federal laws or policies of insurance. Section 17 prohibits a creditor who
sells GAP waivers from including the words “in the name of the business” that
could indicate the creditor is not the insured. These words include insurance,
casualty, surety and mutual.

Section 18 of S.B. 253 authorizes a craditor to sell a GAP waiver to a borrower
owing money to that creditor pursuant to a finance agreement. The cost of the
GAP waiver must be separately stated as a part of the amount financed and can
be paid for with one lump payment or in installments. Section 19 prohibits a
creditor from requiring the purchase of a GAP walver as a condition of credit
approval or terms of the sale. Section 20 requires certain information to be
disclosed in the GAP walver. The free-look period is addressed in section 21,
aflowing a consumer a minimum of 30 days to cancel the GAP waiver for some,
or all, of the amount as a refund.

Section 22 of S.B. 263 requires a retall car dealer to purchase a contractual
liability insurance policy that insures the obligation of each GAP waiver,
Section 24 requires a creditor to make records of GAP waivers avallable to the
Commissioner of Insurance for compliance checks and enforcement of rules and
regulations, if necessary. A GAP walver is not insurance; it Is a debt waiver.
Auto dealers must acquire insurance to insure the obligation of each GAP
waiver; however, the GAP waiver is not an insurance policy for the consumer.

Jesse Wadhams (Guaranteed Asset Protection Alliance):

Senate Bill 253 will standardize the sale of GAP waivers. Debt cancellation is
between two parties, the creditor and an individual, agreeing to waive any debt
collection if the proceeds from an insurance company do not cover the full
balance on a loan. An important componant of this bill is that it will add more
consumer protection.
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Tyre Gray:
| agree with all statements from Senator Farley and Mr. Wadhams, extend my
support of $.B 263 and am available to answer any questions.

Senator Atkinson:
Wham exactly is this contract between?

Mr. Wadhams:
The contract for a GAP waiver is between the creditor giving the person a loan
and the Individual financing a vehicle.

Senator Atkinson:
Is a GAP waiver the same as GAP insurance?

Mr. Wadhams:

A GAP waiver is a waiver against collecting on a debt. It is a debt cancellation
for the amount of money remaining on a debt that was not paid by an insurance
policy. There is still GAP insurance available, which is regulated under Mevada
Administrative Code 6971C,

Senator Atkinson:

Suppose | have an accident in my vehicle, which is totaled, and Kelley Biue
Book says my car is worth $15,000, but | owe $25,000. if | have purchased
GAP coverage, Is it insurance? What does S.B. 253 change?

Mr. Grey:

Insurance is a third-party contract. A GAP waiver is only between the creditor
and the debtor. The creditors waive their right to collect a portion of the debt
not covered by the debtor’s insurance company.

Sanator Atkinscn:
We already have this law in effect. What is S.8. 263 changing or adding?

Mr. Wadhams:

Senate Bill 283 is an attempt to put together a model act for GAP products to
provide & standard methodology for offering them that will provide appropriate
terms and conditions and appropriate consumer protections.
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Senator Atkingon:
What makes a GAP waiver different from GAP insurance? Are laws not clear?

Mr. Wadhams: .

Some of the confusion is in the sale of GAP products. We are attempting to
make sure the process [s standardized with clear, understandable rules.

Sanator Harris:

What form does a GAP waiver come in? I8 it a certificate? How can a consumer
‘nrove they purchased a GAP waiver? Does it ensure consumer protection?

Mr. Wadhams: . .

Senate Bill 253 will make clear rules on the offering of GAP products. There is
typically a pamphlet or set of instructions which will clarify language such as
the free-look period or disclosures that this is an optional product. The other
component is the GAP waiver becomes part of the finance agreement.
Therefore, the terms are included within the finance agreement.

Senator Harris:

With the variety of products offered, how are we protecting the consumer? Will
a consumer's credit be protected if there is a deficient amount owed to the
creditor?

Mr. Wadhams:

Senate Bill 263 provides for consumer protection by clarifying there be an
administrator backing the GAP products and providing appropriate record
keeping. Documentation would follow the loan paperwork to each successive
lender; therefors, sach lender would know a8 GAP waiver exists.

Senator Spesarman:
If a consumer purchases GAP coverage then determines the coverage is not
needed, is a refund available?

Mr. Wadhams:

There are different products available. Some products are cancsllable; some are
not. There are options such as a 30-day free-look period, which offers a full
refund. Refund options are disclosed at the initial transaction.
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Senator Spearman:
Is a GAP waiver rolled into the life of the loan? Does it Include interest?

Mr. Wadhams:

A GAP waiver is included in the financial agreement that can have interest
accrued. It is important to note that for consumer protection, there must be a
disclosure that GAP waivers are optional, and the consumer is not obligated to
purchase a GAP waiver.

Senator Hardy:

Since this Is not considered an insurance product, is thera any model act from
the National Conference of Insurance Legislators? You mentioned a model act.
Are you implying other states are selling GAP waivers now or will be selling, so
we have footsteps to follow? What is the amount of risk the creditor is taking
since no one is paying the deficiency value? Does S.B. 253 apply to other GAP
waivers besides vehicles?

Mr. Wadhams:

There is a cost to GAP waivers. A creditor would build any cost into the finance
agreement. Should there be any deficiency in the loan amount, the loan would
be marked “paid in full.”

Senator Hard{f:
Does the customer know the cost of the GAP waiver?

Mr. Wadhams:

Yes, a customer knows the cost of a GAP waiver before agreeing to purchase
it. The cost of the GAP waiver is not for the full amount of any possible
deficiency, but a smaller amount.

Senator Hardy!
What is the cost of a GAP waiver?

Mr. Wadhams:
The available products vary. A GAP walver can range in price from a fow
hundred dollars to several hundreds of doltars.

‘Senator Hardy:
Would this apply to a leased vehicle?
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Mr. Wadhams:
Yes, you can purchase GAP walvers for leasad vehicles.

Senator Hardy:
Does the consumer pay the creditor for a GAP waiver?

Senator Farley: :

As an example, | agree to purchase a vehicle for $23,000. | agree to pay an
additional $1,200 for a GAP waiver, which bscomes part of the financial
agreement. If | wreck my vehicle and my auto insurance does not cover the
total amount due on the loan, the creditor forgives the balance, and | owes
nothing further. There is no fighting between lenders and insurance companies
for any batance of money.

Senator Hardy:
is this a model act now, or are you trying to start a model act?

Mr. Wadhams!

The Guaranteed Asset Protection Alliance Is an alliance of various vendors of
GAP products, This model act is their trade organization attempting to
standardize the selling of this product throughout the United States. There are
47 states moving towards this model language.

Senator Hardy:
Is this language modeled after something else that worked?

Mr. Wadhams:
Yes, the bill uses proven model language.

Senator Atkinson:

Are there multiple GAP products? Why are we adding additional product to what
exists? Did the Attorney General (AG) and Insurance Commissioner issue
opinions referencing this product as Insurance? Should GAP products be
regulated under insurance laws? ‘

Mr. Wadhams:

There has been some dispute between the AG and Dlvision of Insurance as to
whether this should be regulated as insurance, Senate Bill 253 is attempting to

FID0O036




Senate Committee on Commerce, Labor and Energy
March 16, 20156
Page 21

clarify the two-party situation betwean a creditor and a borrowaer. The GAP
product is not insurance because there are only two parties to that agreement.

Dan Wulz (Legal Aid Center of Southern Nevada, Inc.):

I am confused as to why S.B. 253 is necessary, and | am in opposition to this
bill, Car dealers are already able to make deals with buyers. The proponents are
saying that an insurance-like contract is not insurance, therefore not being
bound by law. The AG has stated that a similar contract “is” insurance. it is pot
good policy to create a new category of an insurance-like contract that is not
subject to insurance laws.

When & contract has no known value and is sold on credit, it does not help the
economy. Conservative principles should dictate great care and skepticism in
the creation of such exatic contracts. | am curious to know how many cars, per
thousand, are totaled in an accident or an unrecovered theft, as a GAP waiver
acts like insurance against a very remote event. Senate Bili 263 is creating a
consumer product that no consumer has requested, which operates exactly like
GAP Insurance. It is not wise to endorse the sale of a contract that has no
known value at an unknown price, as well as being exempt from our insurance
laws,

| have prepared testimony and exhibits from my testimony on A.B. No 88 of the
77th Legislative Session {Exhibit F}. The points made during this hearing were
that for similar products, consumers do not know they have purchased such a
product, or are led to believe the product is not optional. If the product is not
insurance, then consumers are not pratected.

We have no way to detsermine if GAP waivers are grossly over-priced, and have
no way to regulate the pricing. Similar contracts written to date are
Incomprehensible. There are some samples within Exhibit F. These contracts
contain hinding, mandatory arbitration clauses, which strip consumers of rights
and remedies. GAP products are subject to discriminatory pricing since
consumers cannot determine their value,

To clarify exactly what a creditor would waive in a GAP waiver, 5.B. 253 does
not state the creditor will waive the remaining balance. Section 10 states the
creditor agrees to waiva part or all of a remaining balance. The creditor chooses
to write the contract that only makes them waive part of a remaining balance.

FID0037




Senate Committee on Commerce, Labor and Energy
March 16, 2015
‘Page 22

Mr Sasser:

| agree with Mr. Wulz and am In opposition to 5.B. 263. 1 would like to point
out that with regards to the model act that has been tested in 47 states, there
are no facts stating if any of these states have actually passed the act or have
any experience with it. There are no guarantees of consumer protections. The
only difference | hear is that a GAP waiver is between two parties instead of
three.

Jim Wadhams:

There is a big difference between insurance coverage and financing agreements.
Financing companies are not insurance companies, and each is regulated
differently. Insurance laws are in statutes and remain unchanged. There is no
AG opinion; in fact, there are conflicting opinions of the office of the
Commissioner of Insurance. Finance companles are not regulated the same as
insurance companies.

Chair Settelmayer:
| will close the hearing on $.B. 253, and open tha work session on $.8, 158,

SENATE BILL 159: Revises provisions relating to insurance. (BDR 57-829)

Mariji Paslov Thomas (Policy Analyst):
| will read the summary of the bill from the work session document (Exhibit GJ.
Thers are no proposed amendmants.

Chair Settelmeyer:
As there is no discussion, | will now close the work session on S.B. 169.

SENATOR HARDY MOVED TO DO PASS S.B. 159.
SENATOR FARLEY SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY.

LR R K

Chair Settelmevyet:
| will now open the work session on S.B. 181,
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SENATE BILL 181: Provides for the licensure of certified anesthesiology
assistants. (BDR 54-240] :

Ms. Paslov Thomas:

Please note there is an additional amendment, submitted by Senator Hardy. |
will read the summary of the bill from the work session document and
five proposed amendments {Exhibit H}.

Chair Settelmeyer:
As there is no discussion, | will now close the work session on S.B, 181,

SENATOR SPEARMAN MOVED TO AMEND WITH ALL THE PROPOSED
AMENDMENTS AND DO PASS AS AMENDED §.8. 181.

SENATOR ATKINSON SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY.

EE R K]

Chair Settelmeyer:
I will now open the work session on 8.8, 233.

SENATE BILL 233: Revises provisions relating to occupational safety. (EDR 53-
990)

Ms. Paslov Thomas:
| will read the sumimary of the biil from the work session document and
two proposed amendments {Exhibit ).

Chair Settelmever:

The Committee agrees this bill is not problematic¢. The testimony received by the
proponents was they would rather formulate their own training, which allows
them to specialize such training,
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Senator Atkinson:

| was approachad by an individual who has concerns regarding this hill. | am
honering my commitment, but advising you that this individual will follow up
with you shortly. :

Chair Settelmeyer:
| will now close the work session on S.B, 233.

SENATOR HARDY MOVED TO AMEND AND DO PASS AS AMENDED
S.B. 233.

SENATOR ATKINSON SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY.

LEE R B

Chair Settelmeyer:
| will now open the work session on A.B. 75.

ASSEMBLY BILL 75: Revises provisions governing certain proposed changes in
the schedule of rates or services of a public utility. (BDR 68-361)

Ms. Paslov Thomas:
| will read the summary of the bill from the work session documeant (Exhibit J}.
There are no proposed amendments.

Chair Settelmeyer:
As there is no discussion, | will now close tha work session on A.B. 78,

SENATOR HARDY MOVED TO DO PASS A.B. 75.
SENATOR SPEARMAN SECONDED THE MOTION.

THE MOTION PASSED UNANIMOUSLY.

L R
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Chair Setteimsyer:
I will now open the work session on A.B. 154.

ASSEMBLY BILL 154: Makes various changes to the Nevada Employment
Security Council. {BDR 563-563)

Ms. Paslov Thomas:
| will read the summary of the bill from the work session documant (Exhibit K).
There are no proposed amendments.

Chair Settelmeyer:
As there is no discussion, ! will now clase the work session on A.B. 154.

SENATOR HARRIS MOVED TO DO PASS A.B.154.
SENATOR SETTELMEYER SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY.

LR R R X 3

- Chair Settelmeyar:
| wili now open the work session on S.B. 123. The work session documentation
Is submitted (Exhibit_L).

SENATE BILL 123: Revises provisions governing certain loans, (BDR 52-634)

Chair Settelmeyer:

Discussion on S.B. 123 regarded the right for remedy at law. Everyone should
have a remedy at law so a person doss not lock for his or her own remedy.
Clarification by legal counsel indicated there might be an ability for remedy at
law already, which would resuft in S.B. 123 not being necessary. For final
clarification, do individuals have a right to their initial loan? Can an individual go
to court to acquire their original loan?

Dan Yu (Counsel):

Based on my review of NRS 804.480, the lender of a deferred deposit loan or
high-interest loan can seek access to court as a remedy at law for an
outstanding or defaulted original loan. Subsection 2 of NRS 604.480 pertains to
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treadmill, or cycle of debt referencing a second loan for purposes of paying back
an original loan,

Chair Settelmevyer:
With clarification from counsel, it is determined that S.B. 123 is no longer
relevant, | will now close the work session on S.8. 123,
SENATOR ATKINSON MOVED TO POSTPONE INDEFINITELY S.B. 123.
SENATOR HARRIS SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY.

LA R B X

Chair Settelmeyer;
| will now open the work session on S.B. 113.

SENATE BILL 113: Revises provisions relating to insurance. (BDR 57-620)

Ms. Paslov Thomas:
| will read the summary of the bill from the work session document and
threa proposed amendments {Exhibit M).

Senator Atkinson:

| have not had many issues resolved on S.B. 113. | am not in favor of this bill,
yet | reserve my right to change my vote if the proponents can clartify the
issues, | have major concerns with this bill.

Senator Spearman:

i have had the opportunity to speak with a few individuals; however, my
concerns are with the religious implications. | oppose the bill, yet reserve the
right to change my vote on the floor.

Chair Settelmeyer:
| will nhow close the work session on S.8. 113.

SENATOR HARDY MOVED TO AMEND AND DO PASS AS AMENDED
S.B.113.
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SENATOR SETTELMEYER SECONDED THE MOTION.

THE MOTION PASSED. (SENATORS ATKINSON, MANENDO AND
SPEARMAN VCOTED NO.)

LR R I

Chair Settelmeyer:
With no further business, the meeting is adjourned at 10:45 a.m.

RESPECTFULLY SUBMITTED:

Renees Fletcher,
Committee Secretary

APPROVED BY:

Senator James A. Settelmeyer, Chair

DATE:
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EXHIBIT SUMMARY
Bill Exhibit |Witness or Agency Description
A |2 Agenda
B |8 Attendance Roster
S.B.242 1 C |3 George Burns Written Testimony
S5.B. 246 | D |22 |Susan Carbiener Slide Prasentation
S.B. 246 | E |1 Lisa Granahan Written Testimony
Written Testimony and
s.253 | F fa7 |omn wu it o e 71
A.B, 88
SB. 169 | G 1 Maril Paslov Thomas Work Session Document
S.B.181 { H |6 Marji Paslov Thomas Work Session Document
S.B.2331{ | 1 Marji Paslov Thomas Work Session Document
A.B. 75 J |1 Marji Paslov Thomas Work Session Document
A.B. 164 ) K |1 Marji Paslov Thomas Work Session Document
S.B. 123 | L |1 Chair James A. Seftelmeyer |Work Session Document
S.B. 113 | M |2  |Marji Paslov Thomas Work Session Dogument
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Attorneys for Plaintiff
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STATE OF NEVADA, DEPARTMENT OF
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Qi b s

CLERK OF THE COURT

DISTRICT COURT
| CLARK COUNTY, NEVADA
DOLLAR LOAN CENTER, LLC, a domestic| CaseNo.: A=15-720959-C

il limited-liability company,

Plaintiff,

Dept. No.: XXXII

INITIAL APPEARANCE
DISCLOSURE

BUSINESS AND INDUSTRY FINANCIAL! (NRS CHAPTER 19)
INSTITUTIONS DIVISION,

Defendant.

Pursuant to NRS Chapter 19, as amended by Senate Bill 106, filing fees are submitted for

patties appearing in the above-entitled action as indicated below:

7896276_}

DOLLAR LLOAN CENTER, LLC

DATED this 6th day of July, 2015.

$270.00
TOTAL REMITTED $270.00
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atrick J. Reilly, Esq.
Joseph G. t, Esq.
D & HARTLLP

9555 Hillwood Drive, Second Floor
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Attorneys for Plaintiff
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CLERK OF THE COURT

DISTRICT COURT
CLARK COUNTY, NEVADA

limited-liability company,

V8.

STATE OF NEVADA, DEPARTMENT OF
BUSINESS AND INDUSTRY FINANCIAL

Plaintiff,

INSTITUTIONS DIVISION,

Defendant.

A-15-720959-C
Dept. No.: XXXII

Case No.:

CHALLENGE OF JUDGE

and through its attorneys of record, the law firm of Holland & Hart LLP, hereby exercises its right

to the peremptory challenge of Honorable Rob Bare and deposits with the Clerk of the Court a

Pursuant to Supreme Court Rule 48.1, Plaintiff Dollar Loan Center, LLC (“DLC”), by

fee in the amount of Four Hundred Fifty Dollats and No/1§0 ($456:00).
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DATED this 10™ day of July, 2015,
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NOTICE OF PEREMPTORY
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Patfick J, Reilly, g'sq.
Joseph G, Went, &isq.
HoLLAND & HART LLP
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Attorneys for Plaintiff’
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CERTIFICATE OF SERVICE
I hereby certify that on the 10th day of July, 2015, a true and correct copy of the

foregoing NOTICE OF PEREMPTORY CHALLENGE OF JUDGE was served by the
following method(s):

[ Eleotronic: by submitting electronically for filing and/or service with the Elghth
Judicial District Court’s e-filing system and served on counsel electronically in
accordance with the E-service list to the following email addresses:

M US. Mail: by depositing same in the United States mail, first class postage fully
prepaid to the persons and addresses listed below:

Christopher A, Eccles

Attorney General of Nevada

555 E, Washington Ave,, Suite 3900
Las Vegas, Nevada 89101

ceccles@ap.nv.gov
0  Email: by electronically delivering a copy via email to the following e-mail address;

{3 racsimile: by faxing a copy to the following numbers referenced below:

Al

Emp }oycc of I%lfand & Hart Lp
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Pursuant to Supreme Court Rule 48.1, Plaintiff Dollar Loan Center, LLC (“DLC™), by
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DISTRICT COURT
CLARK COUNTY, NEVADA

LI

Case No.: A~15-720959-C

DOLLAR LOAN CENTER LLC, PLAINTIFF(S) Eifectronically Filed
07/10/2015 06:11:58 PM

VS, DEPARTMENT 13

LY
NEVADA DEPT OF BUSINESS AND Q@r;.. 3 Sbsionn

INDUSTRY FINANCIAL TNSTITUIONS, CLERK OF THE COURT

DEFENDANT(S}

NOTICE OF DEPARTMENT REASSIGNMENT

NOTICE I8 HEREBY GIVEN that the above-entitled action has been randomly reassigned to
Judge Mark R. Denfon.

X This reassignment follows the filing of a Peremptory Challenge of Jutdge Rob Bare..
O This reassignment is due to the recusal of Judge . See minutes in file.
[0  This reassignment is due o:

ANY TRIAL DATE AND ASSOCIATED TRIAL HEARINGS STAND BUT MAY BE RESET BY THE
NEW DEPARTMENT. PLEASE INCLUDE THE NEW DEPARTMENT NUMBER ON ALL FUTURE
FILINGS,

STEVEN D. GRIERSON, CEO/Clerk of the Court

By: /s/ Ivonne Hernandez

Ivonne Hernandez,
Deputy Clerk of the Court

CERTIFICATE OF SERVICE

1 hercby certify that this 10th day of July, 2015

The foregoing Notice of Department Reassignment was electronically served to all registered
parties for case number A-15-720959-C,

{s/ Ivonne Hernandez

Ivonne Hernandez
Deputy Clerk of the Court
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SUMM X
Patrick J. Reilly, Esq, O b S

[

2 {| Nevada Bar No. 6103
Joseph G, Went, Esq. CLERK OF THE GOURT
3 || Nevada Bar No. 9220
HOLLAND & HARTLLP
4 |l 9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134
5 | Tel: (702) 669-4600
Fax; (702) 669-4650
6 || preilly@hollandhart.com
7 1l Attorneys for Plaintiff
8
DISTRICT COURT
9
CLARK COUNTY, NEVADA
10 -
11 IDOLLAR LOAN CENTER, LLC, a domestic | Case No.! A-15-720959-C
limited-liability company,
12 Dept. No.: XXXII
Plaintiff,
I3
§ V3. ~ SUMMONS - CIVIL
E o 14
~ B STATE OF NEVADA, DEPARTMENT OF
- rg % 15 [[BUSINESS AND INDUSTRY FINANCIAL
EREY- INSTITUTIONS DIVISION,
M g 8 16
_'g ~ Defendant.
EERV
s B
= E E 18 | NOTICE! YOU HAVE BEEN SUED. THE COURT MAY DECIDE AGAINST YOU
w WITHOUT YOUR BEING HEARD UNLESS YOU RESPOND WITHIN 20 DAYS,
ﬁ 19 | READ THE INFORMATION BELOW,

20 | 7O THE DEFENDANT, STATE OF NEVADA, DEPARTMENT OF BUSINESS AND
21 | INDUSTRY FINANCIAL INSTITUTIONS DIVISION: A civil Complaint has been filed by

92 [ the Plaintiff(s) against you for the relief set forth in the Complaint,

23 1. If you intend to defend this lawsuit, within 20 days after this Summons is setrved

24 on you, exclusive of the day of service, you must do the following;

25 (a) Tile with the Clerk of this Court, whosc address is shown below, & formal

26 written response to the Complaint in accordance with the rules of the

27 Court, with the appropriate filing fee.

28 (b} Serve a copy of your response upon the attorney whose name and address
Page 1 of 4
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Holland & Hart LLP
9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134

is shown below,

2. Unless you respond, your default will be entered upon application of the
Plaintiff(s) and failure to so respond will result in a judgment of default against

you for the relief demanded in the Complaint, which could result in the taking of

money or property or other relief requested in the Complaint.

3. If you intend to seek the advice of an attorney in this matter, you should do so

promptly so that your response may be filed on time.

4. The State of Nevada, its political subdivisions, agencies, officers, employecs,
board members, commission members and legislators, each have 45 days after
service of this Summons within which to file an Answer or other responsive

pleadings to the Complaint.

Submitted by:

ada Bar No. 9220

HoLuLAnD & HART LLP

9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134
Anorneys for Plaintiff

NOTE: When service is by publication, add a brief statement of the object of the action. See

Rules of Civil Procedure, Rule 4(b).

7895773_)

STEVEN D. GRIERSON
CLERK OF COURT
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1 AFFIDAVIT OF SERVICE
2 | STATE OF )
3 || COUNTY OF 353'
4 , being duly sworn says: That at all times
5 || herein affiant was and is over 18 years of age, not a party to nor interested in the proceeding in
6 || which this affidavit is made. That affiant received copy(ies) of the Summons and Complaint,
7 on the day of , 2015 and served the same
8 || onthe__ dayof , 2015 by:
9 (Affiant must complete the appropriate paragraph)
10§ 1 Delivering and leaving a copy with the Defendant
11 at (state address)
12 L 2 Serving the Defendant by personally delivering and
5 13 leaving a copy with , a person of suitable
E“é & 14 age and discretion residing at the Defendant’s usual place of abode located at; (state
E § = 15 address)
% ;ETE 16 [Use paragraph 3 for service upon agent, completing (a) or (b)]
E "é g; 17 {1 3. Serving the Defendant by personally delivery and
= é E 18 leaving a copy at (state address) '
21 (@  With as . an
20 agent lawfully designated by statute to accept service of process;
21 (b) With , pursuant ta NRS 14.020 as a person of
22 suitable age and discretion at the above address, which address is the address of
23 the resident agent as shown on the current certificate of designation filed with the
24 Secretary of State.
25 1 4 Personally depositing a copy in a mail box of the United States Post Office, enclosed in a
26 sealed envelope, postage prepaid (Check appropriate method):
27 ___ Ordinary mail
28 ____ Certified mail, return receipt requested
7895773_1 Page 3 of 4—
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! Registered mail, return receipt requested
2 addressed to the Defendant : at the Defendant’s
3 last known address which is: (state address)
4
5 I declare under penaity of perjury under the law of the State of Nevada that the foregoing
6 || istrue and correct.
7 EXECUTED this day of , 2015,
8
9 . >
Signature of person making service
10
11
12
g 13
< 14
MBS
=S 8% 15
Eyy
g B2 16
R
= -
k= g 18
v
e 19
=
20
21
22
23
24 ‘
25 I
26
27 x
28 T
Page 4 of 4
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EIGHTH JUDICIAL DISTRICT COURT
STATE OF NEVADA CLARK COUNTY
%
2 DOLLAR LOAN CENTER, LLC A
DOMESTIC LIMITED-LIABILITY
¥ COMPANY
4 Plaintiff, Case No:A-15-720059
5 V8,
8 | STATE OF NEVADA, DEPARTMENT
7 OF BUSINESS AND INDUSTRY
FINANCIAL INSTITUTIONS DIVISION
8 Defendant ‘
DECLARATION OF SERVICE
10 .
# | STATE OF NEVADA '
.COUNTY OF CARSON CITY 58
1=
13 WADE MORLAN, being duly swora says: That at all times herein affiant was and is a citizen of
the United States over 18 years of age, not a party to nor interested in the proceedings in which
+ this affidavit is made.
{5 The affidant received copy(ies) of the SUMMONS - CIVIL; COMPLAINT; CIVIL CASE
' COVER SHEET, on 07/15/2015 and served the same on 07/16/2015 at 2:39 PM by delivering
18 and leaving a copy with:
57 KIERSTYN TAYLOR, OF THE OFFICE OF THE ATTORNEY GENERAL who stated
he/she is authorized Lo accept service on behalf of STATE OF NEVADA, DEPARTMENT OF
15 | BUSINESS AND INDUSTRY FINANCIAL INSTITUTIONS DIVISION.
15§ Service address:100 N CARSON ST OFFICE OF THE ATTORNEY GENERAL CARSON
CITY, NV 89701
2 A description of KIERSTYN TAYLOR is as follows:
2%
Sex Color of skin/rage ¢ of hair__Age |Height Weight .
2 Female |Caucasian Brown 20.30 _|5ft Sini_ 1131-1401bs
, Other Features; . )
<]
a 1 declare under penalty of perjury under the law of the State of Nevada that the foregoin is true
and cotrect. /‘i\
.2
Executed on: 07/20/2015
by WADE MORLAN
No Notary is Required per NRS 53,045 ! Son Messenger Service, Inc, (Lic# o
185 Martin Street
Reno, NV 89509
7115.322.2424 7
*«66034% Atty Filest: 71516-0034 |
A R
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DISTRICT COURT
CLARK COUNTY, NEVADA

) - S
! casENo.: A/5~720559-C

} DEPT NO.. _ XXX 11

)

} AFFIDAVIT OF SERVICE

{Name of person who served the documents, the “Affiant”)

_&ﬂ{w /f-: 465' 70 2? 24606 1B, being duly swom, states that at all times herein Affiant
was and is over 18 years of age, not a party to nor interested in the proceeding in which this affidavit is

made. Affiant is a licensed process server whose license number is stated betow. That Affiant received a

copy of the (list the documents) Svmnre Al Cdﬁfﬁf/d/f

STATE OF NEVADA )

58!
COUNTY OF CLARK )

" onthe 2% day of . ..m,{la_.m._ﬂml-s “That Afpant

personallg} served Q(.gf AEVAD A, QQ@Z’ ofF Bus/NESS ¥ TP SSTRY
with a copy of the above stated documents on the /% _day of -f’U{!f , 2015 at
time) {0l Y.

(Check and complete option A ,B or C)
[J A. Delivering and leaving the documents with said party at (street address)

(eity) (state) -~ {zip)
[] B. Delivering and leaving a copy with (first and last name of person that the documents were
givento) who is a person of suitable age and discretion that lives

with the above stated patty at (street address)

(city) : (state) . (zip}
B[ C. Delivering and leaving a copy with Lo ARD . EXTERLY

| ) [ )rogistered agent , [ ] officer, [ 1 general partner,
‘[ ] member, [ ] manager, [ ] trustee, [ ] director or [ ] other (specifty) Jewv y) at

(street address) £, s pr Jon Rd S S17E L .5»
(city {8 ViecGeper _ (stae) _ Y (aip)

I declare under penalty of perjury under the laws of the State of Nevada that the foregoing is true and
correct.
o
Dated this_#& day of 17 U// [ , 2015.

ol 7o

: Signature of Affiant

Clark County Process Service, LLC dba CCPS LV
720 E. Charleston Blvd, Suite 135

Las Vegas, Nevada 89104

State License #2031C

FID0O056
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Holland & Hart LLP
9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134
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HSTRICT COURT DEPT#13
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Patrick J, Reilly, Bsq. LER

Nevada Bar No. 6103 CLERK OF THE GOURT
Joseph G. Went, Esq.

Nevada Bar No, 9220

HoLLanD & HART LLP

9555 Hillwood Drive, Second Floor

Las Vegas, Nevada 89134

Tel: (702} 669-4600

Fax: (702) 669-4650

Email: preif{lv@hollandhart.com

igwent@hollandhart.com
Attorneys for Plaintiff Ngﬁi’:‘m%’yﬁ‘;} ;{;EG
DATE 10l 26fsy” TIME_ G0 P

DISTRICT COURT APPROVED BY, A
CLARK COUNTY, NEVADA

DOLLAR LOAN CENTER, LLC, a domestic | CaseNo. A-15-72095%-C
limited-liability company,
Dept. No.: XIII

Plaintiff,

va, STIPULATION AND ORDER TO: (i)
CONVERT THE CIVIL ACTION TO A
STATE OF NEVADA, DEPARTMENT OF | PROCEEDING AS SET FORTIH IN NRS
BUSINESS AND INDUSTRY FINANCIAL | 29.010; AND (i) TO SET BRIEFING
INSTITUTIONS DIVISION, SCHEDULE

Defendant,

STIPULATION

Plaintiff Dollar Loan Centet, LLC (“DLC”), by and through its attorneys of record, and
the State of Nevada, Department of Business and Indusity Financial Institutions Division
(“FID”), by and through its attorneys of record, stipulate and agree as follows:

1. DLC commenced this action on July 6, 2015, secking declaratory reliet as to the
interpretation of NRS 604A.480, namely, whether a Chapter 604A licensee has a
right to sue a debtor that has defaulted on a high interest loan that has not been
renewed, refinanced, or consolidated, and in which its proceeds are used to repay a
prior loan underwritien by the licensec.

2. DLC and the FID (coliectively, the “Parties™) agree to convert the above-captioned
action to a proceeding as set forth in Nevada Revised Statutes (“NRS”) 29.010.

Page 1 of 3
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Holland & Hart LLP
9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134
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. In converting the action to a proceeding as set forth in NRS 29.010, the Parties agree

that there is question among the Partios as fo the interpretation and application of

NRS 6044 .480,

. The affidavits supporting the conversion of the above-captioned action to a

proceeding as set forth in NRS 29,010 are attached hereto as Exhibit 1 and Exhibit 2.

. To obtain a resolution to the Parties dispute over the interpretation and application of

NRS 604A.480, the Partics have agreed to the following briefing schedule:
i, Parties lo each file Opening Briefs on or before September 25, 2015;
ii. Parties to each file Answering Briefs on or before October 16, 2013; and,
fii. For oral argument to be set at the Court’s earliest convenience following
briefing,

As a result of the conversion, this matter will proceed in accordance with NRS
Chapter 29 and therefore FID is not required to file an answer to the complaint and
the complaint is not part of the record to be considered by court for purposes of
rendering a decision,
Pending & final ruling by this Court on the merits of the dispute between the parties,
the FID agrees to refrain from undertaking any administrative enforcement action

against DLC as to the issues pending in this proceedmg

DATED thi ; of September 2013, DATED this [ day of September t 2015,

Christo

Patric! eilly, pher'EC 34
Josep h Y Wen Deputy Attomey General
HOLLAND & I-IART LLP STATE OF NEVADA
9555 Hillwood Drive, 2nd Floor 555 East Washington Avenue, #3900
Las Vegas, Nevada 89134 Las Yegas, Nevada 89101
Attorneys for Plaintiff Attorneys for Defendant
L
[11
Page 2 of 3
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Holland & Hart LLP

0555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134
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12
13

15

—
- &

19
20
21
22
23 |
24
25
26
27
28

ORDER
IT IS HEREBY ORDERED that this action be converied to a case that will proceed as

set forth in NRS 29.010,

. IT 1S HEREBY FURTHER ORDERED that the Parties shall each file Opening Briefs
as to the dispute on or before Qcptcmbcr 25, 2015, and the Parties shall each file Answering
Briefs on or before October 16, 2015, with Court to have oral argument after briefing s
concluded on theg_é‘{g;’bf l ?Cudié 2013, at ﬁ Jﬁ? éé AJpm,

IT IS HEREBY FURTHER ORDERED that pending a ruling from this Court on the
merits of this proceeding, the FID shall refrain from any and all administrative enforcement
proceedings against DLC in connection with the legal issues presented in this proceeding.

IT IS SO ORDERED.

E
<&

Subgpiitted by;

{
Pdtrick J. RdiMy, Hsq.
Joseph G. Went, Itsq.
HoLLanp & Harfr LLP
9555 Hillwoad Drive, 2nd Floor
Las Vegas, Nevada 89134

Attorneys for Plaintiffs

Page 3 of 3
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Bolland & Hart LLP
9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 86134
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AFFT

Patrick J. Reilly, Esq.

Nevada Bar No. 6103

Joseph G. Went, Esq.

Nevada Bar No, 9220

HoLLAND & HART LLP

0555 Hillwood Drive, Second Floor

Las Vegas, Nevada 89134

Tel: (702) 669-4600

Fax: (702) 669-4650

Email: preilly@hollandhart.com
jgwent@hollandhart.com

Attorneys for Plaintlff

DISTRICT COURT
CLARK COUNTY, NEVADA

DOLLAR LOAN CENTER, LLC, a domestic | Case No.: A-15-720959-C
limited-Hability company,
Dept, No.: XIII

Plaintiff,

V8, AFgIDAVIT OF PATRICK J, REILLY,
ESQ.

STATE OF NEVADA, DEPARTMENT OF
BUSINESS AND INDUSTRY FINANCIAL
INSTITUTIONS DIVISION,

Defendant.

STATE OF NEVADA )
COUNTY OF CLARK 3 ”

I, PATRICK ], REILLY, ESQ., being first duly sworn, says:

1. 1 have personal knowledge of the facts and circumstances set forth in this
Affidavit and could and would competently testify thereto in a court of law,

2, I am a partner at the law firm of Holland & Hart LLP, counsel for Plaintiff in the
above-referenced matter,

3. Plaintiff commenced this action on July 6, 2015, seeking declaratory relief as to
the interpretation of NRS 604A.480.

4, Plaintiff and the Defendant (collectively, the “Parties”) agree to convert the
above-captioned action to a proceeding as set forth in Nevada Revised Statutes (“NRS™) 29.010.

: Page 1 of 2
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Holland & Hart LLP
9555 Hillwood Drive, Second Floor

Las Vegas, Nevada 89134
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s The controversy among the Parties is real and the proceeding is sought in good
faith to determine the rights of the Parties,
DATED this 11th day of September 2015

]
’

PATRICK J.REILLY, BSQ

SUBSCRIBED AND SWORN to
before me this 11th day of September 2015.

g ~TNuyrpd i
NOTARY PUBLIC, in and for saidﬂ
County and State

D shATE OF NEVADA
;‘,"R_., e\ County of NAPA
\3: j SUSANN THOMPSON

Y e t, No. 04-82131-1
.Tusr }‘ 3A g. 19' 2018

&

Page 2 of 2
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Holland & Hart LLP
6555 Hiltwood Drive, Second Floor
Las Vegas, Nevada 89134

- L ]
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AFFT

Patrick J. Reilly, Esq.

Nevada Bar No. 6103

Joseph G. Went, Esq.

Nevada Bar No. 9220

HoLLAND & HarT LLP

9555 Hillwood Drive, Second Floot
Las Vegas, Nevada §9134

Tel: (702) 669-4600

Fax; (702) 669-4650

Email: preiliy@hollandhart.com

irwenti@hollandhart.com

Attorneys for Plaintiff

DISTRICT COURT
CILLARK COUNTY, NEVADA

DOLLAR LOAN CENTER, LLC, a domestic | CaseNo.: A~15-720959-C
limited-liability company,
Dept. No,: XIil

Plaintiff,

Vs, AFFIDAVIT OF CHRISTOPHER
ECCLES, ESQ.

STATE OF NEVADA, DEPARTMENT OF
BUSINESS AND INDUSTRY FINANCIAL
INSTITUTIONS DIVISION,

Defendant.

STATE OF NEVADA )
COUNTY OF CLARK ; *

[, CHRISTOPHER ECCLES, ESQ., being first duly sworn, says:

1. [ have personal knowledge of the facts and circumstances set forth in this
Affidavit and could and would competently testify thereto in a court of law.

2, I am a Deputy Attorney General and counsel for Defendant in the above-
referenced matter,

3. Plaintiff commenced this action on July 6, 2015, seeking declaratory relief as to
the interpretation of NRS 604A 480,

4, Plaintiff and the Defendant (collectively, the “Parties”) agree lo convert the
above-captioned action to a proceeding as set forth in Nevada Revised Statutes (“NRS") 29.010,

Page 1 0f 2
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Bolland & Hart LLP
9555 Hillwood Drive, Second Floor
Las Vegas, Nevada §9134
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5. The controversy amang the Parties is real and the proceeding is sought in good

faith to determine the rights of the Parties,
DATED this { O day of September 2015,

Doy AL

CHRISTOPHER ECCLES, ESQ,

SUBSCRIBED AND SWORN to
before me this [ o day of September 2015.

, in and for said

Page 2 of 2
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Holand & Hart LLP

9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134
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NTSO

Patrick J, Reilly, Esq.

Nevada Bar No, 6103

Joseph G. Went, Esq,

Nevada Bar No. 9220

HoLianp & HARTLLP

9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134

Tel: (702) 669-4600

Fax: (702) 669-4650

Email: preill ollandhart.com
iizwent%hollandhart com

Electronically Filed
(09/16/2015 11:23:05 AM
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CLERK OF THE COURT

Attorneys for Plaintiff
DISTRICT COURT
CLARK COUNTY, NEVADA
DOLLAR LOAN CENTER, LLC, a domestic| CaseNo.: A-15-720959-C
limited-fiability company, -
Dept. No.: XIII

Plaintiff,

VS,

STATE OF NEVADA, DEPARTMENT OF
RUSINESS AND INDUSTRY FINANCIAL
INSTITUTIONS DIVISION,

Defendant,

NOTICE OF ENTRY OF STIPULATION
AND ORDER

Date of Hearing: October 26, 2015
Time of Hearing: 9:00 a.m,

PLEASE TAKE NOTICE that a Stipulation and Order To: (i) Convert The Civil Action

To A Proceeding As Set Forth In NRS 29/010; And (ii) to Set Briefing Schedule was entered in

the above-captioned matter on September 15, 2015. A copy of said Stipulation and Order is

attached hereto,

DATED this {{4day of September, 2W

fck J. Rbﬂly

Jo eph G. Went,

HOLLAND&HA L p

9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134

Attorneys for Plaintiff

Page 1 0of 2
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1 CERTIFICATE OF SERVICE
. wrd
2 I hereby certify that on the _Zé-gay of September, 2015, a true and correct copy of the
3 || foregoing NOTICE OF ENTRY OF STIPULATION AND ORDER was served by the
4 j following method(s):
s || ] Electronic: - by submitting electronically for filing and/or service with the Eighth
Judicial District Court’s e-filing system and served on counsel electronically in
6 accordance with the E-service list to the following email addresses:
7
8 | J Us. Mail: by depositing same in the United States mail, first class postage fully
prepaid to the persons and addresses listed below:
9
Adam Paul Laxalt
10 || Attorney General
Christopher A, Eccles, Esq.
11 || Deputy Attorney General
STATE OF NEVADA
12 || 555 E. Washington Ave., Suite 3900
Las Vegas, NV 89101
§ 13
E = 14 Email: by electronically delivering a copy via email to the following e-mail address:
a § 2 15 || Christopher A, Eccles, Esq.
E G'g Email; ceccles@ag.nv.gov
ﬁ E 2 16
§ ’é g; 17 {1 Pacsimile: by faxing a copy to the following numbers referenced below:
= 3 18
2 19 )
(=%
20 ;é YA n.
- An Employee of Holland & Hart Ly
22
23
24
25
26
27
28
Page 2 of 2
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Susann ThomEson

From: Susann Thompson

Sent: Wednesday, September 16, 2015 11:20 AM

To: Christapher A. Eccles

o Patrick Reilly

Subject: Doliar Loan Center/State of Nevada - Notice of Entry of Stipulation and Order
Attachmeonts: Notice of Entry of Stip and Order

Please see attached Notice of Entry of Stipulation and Order

Thank you,

Susann Thompson

Legal Assistant for Patrick 1. Reilly, Constance L. Akridge and David J. Freeman
Holland & Hart LLP

9555 Hillwood Drive, Second Fleor

Las Vegas, NV 89134

Phone (702) 222-2527

Fax (702) 669-4650

E-mall: sthompson@hollanghart.com

HOLLAND&HART. P

THE L% QT FBUT

CONFIDENTIALITY NOTICE: This message Is confidential and may ba privitegad. if you beflave that this emall has been sent to you in
arror, plaase taply to the sender that you received the message Inarror; then pleasy delete this e-mail. Thank you.
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atrick I, Reilly, Esq.
2 || Nevada Bar No. 6103 CLERK OF THE GOURT
Joseph G. Went, Bsq.
3 || Nevada Bar No, 9220
HOLLAND & HART LLP
4 )| 9355 Hillwood Drive, Second Flgor
L.as Vegas, Nevada 89134
5 | Tel: (702) 669-4600
Fax: (702) 669-4650
6 || Email: preilly@hollandhart.com
jewent@hollandhart.com
7
Attorneys for Plaintiff
8
9 DISTRICT COURT
10 CLARK COUNTY, NEVADA
11 DOLLAR LOAN CENTER, LLC, a domestic| CaseNo.: A-15-720959-C
limited-lability company,
12 Dept. No.: XIII
Plaintiff,
by {3
.-8-. Vs, STIPULATION AND ORDER TO
r‘-;' 5 14 CONTINUE BRIEFING SCHEDULE
B 8= STATE OF NEVADA, DEPARTMENT OF{ AND HEARING THEREON
— ,;g % 15 [|[BUSINESS AND INDUSTRY FINANCIAL
E 58 INSTITUTIONS DIVISION,
B B16
g 8= Defendant.
Ei 3817
‘:?_: & ¥
% & 18 il
§ 197/
20
21
22
23
24
@ 23
e
E 26
2 8
S 2
o 2 28
~ 8
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STIPULATION

Plaintiff Dollar Loan Center, LLC (*DLC"}, by and through its attorneys of record, and

the State of Nevada, Department of Business and Industry Financial Institutions Division

(“FID"), by and through its attorneys of record, stipulate and agree as follows:

1, To extend the briefing schedule as follows: (i) Parties to each file Opening Briefs

on or before October 9, 2015; and (ii) Parties to each file Answering Briefs on or before

November 2, 2015,

2, To continue the hearing that is currently set for October 26, 2015 at 9 am to

November 9, 2014 at 9 am, or the earliest available date and time convenient for the Court

thereafier.

ay of September 2015,

9 4
DATED this day of September 2015.

A G

Joseph G. Went/ Esq.
HOLLAND & HART e

9555 Hillwood Drive, 2nd Floor
Las Vegas, Nevada 89134
Attorneys for Plaintiff

i
I

Patrtk T, Reill)ZEsq.

7979771 _|

Christopher Eccles, Esq,

Deputy Attorney General

STATE OF NEVADA

535 Bast Washington Avenue, #3900
Las Vegas, Nevada 89101

Attorneys for Defendant

Page 2 of 3
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Las Vegas, Nevada 89134

Holland & Hart LLP
9555 Hiltwood Drive, Second Floor
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IT IS HEREBY FURTHER ORDERED that the Parties shall each file Opening Briefs
as to the dispute on or before October 9, 2015 and the Parties shall each file Answering Briefs on

ot before November 2, 2015, with Court to have oral argument after briefing is concluded on the

AN day of __ Nowgiwhat” 2015, at T (amp.m.

IT 1S SO ORDERED.

sl dhﬁ?@yﬁ
DATED this __/_ day of-Sepierber 2015, -~
e

Subp d

Patrick J. Reifiyl Esq.

Joé\s'g;;h G.%/em , Bsq.

HoLLAND & HarRT LLP

9555 Hiliwood Drive, 2nd Floor
Las Vegas, Nevada 89134

Attorneys for Plaintiffs

T9I9771_)

ORDER

Page 3 of 3

FID0071




Holland & Hart 1LIP

9555 Hillwood Drive, Second Floor

Las Vegas, Nevada 89134

oo =] h Lh B W by

PO S T S ST R N S N0 N N 5 R e el e e o e G ey
B HEERBEBEBDIE I &8 © e 40 oo v & W — o

NTSO

Patrick J. Reilly, Esg.

Nevada Bar No. 6103

Joseph G, Went, Esq.

Nevada Bar No. 9220

HoLLAnD & HArRT LLP

9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134

Tel; (702) 665-4600

Fax: (702) 669-4650

Email; preilly@hollandhart.com

jgwent@hollandhatt.cotn
Attorneys for Plainiiff

DISTRICT COURT
CLARK COUNTY, NEVADA

DOLLAR L.OAN CENTER, LLC, & domestic
limited-liability company,

PlainiifTf,
VS,
STATE OF NEVADA, DEPARTMENT OF
BUSINESS AND INDUSTRY FINANCIAL
INSTITUTIONS DIVISION,

Defendant.

PLEASE TAKE NOTICE that a Stipulation and Order To Continue Briefing Schedule

And Hearing Thereon was entered in the above-captioned matter on October 2, 2015, A copy

of said Stipulation and Order is attached hereto,
DATED this5Fhay of October, 2015,

Electronically Filed
10/05/2015 03:50.57 PM

R

CLERK OF THE COURT

Case No.:  A-15-720959-C

Dept, No.: X1i1

NOTICE OF ENTRY OF STIPULATION
AND ORDER

Pathick J. Reilly, Esq.
Joseph G. Went, Egq.
HoLLAND & HART .
9555 Hillwood Drive, Second Floor
Las Vegas, Nevada 89134

Attorneys for Plaintiff
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CERTIFICATE OF SERVICE

I hereby certify that on the 5th day of October, 2015, a true and correct copy of the
foregoing NOTICE OF ENTRY OF STIPULATION AND ORDER was served by the
following method(s):

X Electronic: by submitting electronically for filing and/or service with the Eighth
Judicial District Court’s e-filing system and served on counsel electronically in
accordance with the E-service list to the following email addresses:

Adam Paul Laxalt

Attorney General

Christopher A. Eccles, Esq,

Deputy Attorney General

STATE OF NEVADA

555 B, Washington Ave., Suite 3900
Las Vegas, NV §9101

Email: ceccles@ag.nv.pov

Attorneys for Defendant
State of Nevada, Department of Business And
Industry Financial Institutions Division

[ [.S. Mail: by depositing same in the United States mail, first class postage fully
prepaid to the persons and addresses listed below:

Adam Paul Laxalt

Attorney General

Christopher A. Eccles, Esq.

Deputy Atforncy General

STATE OF NEVADA

555 E, Washington Ave., Suite 3900
Las Vegas, NV §9101

[} Email: by electronically delivering a copy via email to the following e-mail address;

D Facsimile: by faxing a copy to the following numbers referenced below:

An Emplovee of Holland & Hart L.
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3 { Nevada Bar No, 220
HoLLAnD & HART LLP
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STIPULATION
Plaintiff Dollar Loan Center, LLC (*DLC™), by and through its attorneys of record, and

the State of Nevads, Department of Business and Industry Financlal Institutions Division
(“FID"), by and through its attorneys of record, stipulate and agres as follows:

1. To extend the briefing schedule as follows: (i) Parties to each file Opening Briefs
on or before October 9, 2015; and (ii) Parties to each file Answering Briefs on or before
November 2, 2015.

2. To continue the hearing that is currently set for October 26, 2015 at 9 am to

November 9, 2015 at 9 am, or the earliest available date and time convenient for the Coutt

thereafter,
7% ay of September 2015, DATED this "'? &7 dayof Septcmher 2015.

Pafitek J, Reilly Chnstophel Eceles, Esq

Joseph G, Went, Esq Deputy Attorney General
HOLLAND & HART vip STATE OF NEVADA

9555 Hillwood Drive, 2nd Ploor 555 East Washington Avenue, #3900
Las Vegas, Nevada 89134 Las Vegas, Novada 84101

Attorneys for Plainiff Attorneys for Defendant
Hi
i
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Las Vegas, Nevada §6134

‘ Eolland & Bart LLP
9555 Hiltwood Drive, Second Floor
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ORDER
IT IS HEREBY FURTHER ORDERED that the Parties shall each file Opening Briefs
as to the dispute on or before October 9, 2015 and the Parties shall each file Answering Briefs on
of before November 2, 2015, with Court to have oral argument after briefing is concluded on the
AN day of __ Nowgwhet”™ 2015, at T2 {a.m Jbro.
ITIS 80O ORDERED fe
DATED this _é day of—S-@pt&mbex 20[5...

Sllb DY,

teick J, s Esq,
Jo eph G. e , 254,
HOLLAND & HART LLP
9555 Hiltwood Drive, 2nd Floor
Las Vegas, Nevada 89134

Attorneys for Plaintiffs
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10/13/2015 02:22:48 PM

MEMO *
Patrick J. Reilly, Esq. Q%“ . M«M——-
Nevada Bar No, 6103 i

Joseph G, Went, Esq, GLERK OF THE COURT
Nevada Bar No, 9220

HOLLAND & HART LLP

8555 Hillwood Drive, Second Floor

Las Vegas, Nevada 89134

Tel: (702) 669-4600

Fax: (702) 669-4650

Email: preilly@hollandhart,com

igwent@hollandhart.com

Attorneys for Claimant

DISTRICT COURT
CLARK COUNTY, NEVADA

DOLLAR LOAN CENTER, LLC, a domestic| CaseNo.: A-15-720959-C
limited-liability company,
Dept. No.: XIII

Claimant,

Vs, DOLLAR LOAN CENTER, LLC’S
OPENING BRIEF

STATE OF NEVADA, DEPARTMENT OF
BUSINESS AND INDUSTRY FINANCIAL
INSTITUTIONS DIVISION,

Respondent.

Dollar Loan Center, LLC (“DLC™), by and through its attorneys of record, the law firm of
Holland & Hart 1.1P, hereby files it Opening Brief in accordance with the order that converted
this action to a case that will proceed as set forth in Nevada Revised_Statutes (“NRS”) 29,010,

DATED this 13th day of October, 20135,

PatriCk I, Railly, Es
Tosoph G, Were Fi
HOLLAND & HART
9555 Hillwood Drife, Second Floor
Las Vegas, Nevada 89134

Attorneys for Plaintiff
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L INTRODUCTION
The State of Nevada, Department of Business and Industry, Financial Institutions
Division (the “Division™) takes the unsupported position that NRS 604A.480(2)(f) completely
bars a licensee! from commencing gny civil action or gny alternate dispute resolution proceeding
against any defanlted debtor on gny deferred deposit loan or gny high-interest loan. The
Division’s legal position is not even remotely accurate, Indeed, NRS 604A.480 contains
absolutely no prohibition for a licensee to initiate an action against a debtor—even against a
debtor whose loan was made in compliance with NRS 604A.480. As set forth below, the
Division's activist interpretation of NRS 604A.480 is stunning, and there is absolutely no legal
basis for its position.
II. THE SINGLE ISSUE PRESENTED IN THIS CHAPTER 29 SUBMISSION
Issue; Does NRS 604A.480(2)(f) prohibit licensees from initiating civil suits or alternate
dispute resolution proceedings against a debtor that is in default?
Answer: No. NRS 604A.480(2)(f) merely provides that a licensee cannot be exempt from
the requirements set forth in NRS 604A.480(1) if the licensee has already
commenced any civil action or process of alternative dispute resolution against a
debtor.
11
L1

' Licensee means any person who has been issued one or more licenses to operate a deferred deposit loan service or
high-interest loan service pursuant to the provisions of NRS Chapter 604A,

: Page 2 of 8
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PLAIN LANGUAGE OF STATUTE

NRS 604A.480 is the sole statute that needs interpretation, This statute is separated into

two subsections,” which provides:

604A,480, Limitations on using proceeds of mew loan to pay balance of
oufstanding loan; exceptions

1. Except as otherwise provided in subsection 2, if a customer agrees in writing lo
establisﬁ or extend the period for the repayment, renewal, refinancing or
consolidation of an outstanding loan by using the proceeds of a new deferred
deposit loan or high-interest loan to pay the balance of the outstanding loan, the
licensee shall not establish or extend the period beyond 60 days after the
expiration of the initial loan period, The licensee shall not add any unpaid interest
or other charges accrued during the original term of the outstanding loan or any
extension of the outstanding loan to the principal amount of the new deferred
deposit loan or high-interest loan,

2. This section does not apply to a new deferred deposit loan or high-interest
loan if the licensee:

(a) Makes the new deferred deposit loan or high-interest loan to a customer
pursnant to a loan agreement which, under its original terms:

(1) Charges an annual percentage rate of less than 200 percent;

(2) Requires the customer to make a payment on the loan at least once
every 30 days;

(3) Requires the loan to be paid in full in not less than 150 days; and

(4) Provides that interest does not accrue on the loan at the annual
p}fr(;entage rate set forth in the loan agreement after the date of maturity of
the loan;

(b) Performs a credit check of the customer with a major consumer reporting
agency before making the loan;

(c) Reports information relating to the loan experience of the customer to a major
consumer reporting agency;

(d) Gives the customer the right to rescind the new deferred deposit loan or high-
interest loan within 5 days after the loan is made without charging the customer
any fee for rescinding the loan;

(e) Participates in good faith with a counseling agency that is:

(1) Accredited by the Council on Acereditation of Services for Families
and Children, Inc., or its successor organization; and

(2) A member of the National Foundation for Credit Counseling, or its
successor organization; and

() Does not commence any civil action or process of alternative dispute
resolution on a defaulted loan or any extension or repayment plan theteof.

*The discrete subsections shall be referred to herein as “Subsection 1 and “Subsection 27,
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NRS 604A.480 (emphasis added).

Subsection 1 sets forth the general limitations that apply to a licensee when a “customer
agtees in writing to establish or extend the period for the repayment, renewal, refinancing or
consolidation of an outstanding loan by using the proceeds of a new deferred deposit loan or
high-interest loan to pay the balance of the outstanding loan,” NRS 604A.480(1). 1If the
customer agrees to such an action on an outstanding loan, then the licensee “shall not”:l

o ‘“establish or extend the period beyond 60 days after the expiration of the

initial loan period” or;
o “add any unpaid interest or other charges accrued during the original term of
the outstanding loan or any extension of the outstanding loan to the principal
amount of the new deferred deposit loan or high-interest loan,”
Jd. The prohibitions set forth in Subsection 1 shall be referred to herein as the “Subsection 1
Prohibitions.”

Subsection 2 provides that the Subsection 1 Prohibitions do nof apply to a licensee who
complies with the conditions listed in Subsection 2. The conditions set forth in Subsection 2
shall be refetred to herein as “Subsection 2 Conditions.” Very clearly, the Subsection 2
Conditions are not affirmative prohibitions against a licensee—rather, they are merely the
conditions that must be satisfied for a licensee to be exempt from the Subsection 1 Prohibitions,
IV. LEGAL ARGUMENT

It is obvious that the Division has rewritten a plain and unambiguous statute. The
Division seeks to create a law that it wants, which is that a licensee cannot pursve a debtor after
default. This is plainly not the law in Nevada, And, this is not the first time the Division has
overstepped its bounds in government and improperly sought out opportunities to make law o

serve its own political agenda. In State v. Nevada Ass’n Services, Inc., the Nevada Supreme

Court strongly rebuked the Division for issuing an advisory opinion and interpreting a statute
over which it had absolutely no jurisdiction. 128 Nev, Adv. Op. No. 34, — P.3d. —, 2012 WL
3127275 (Aug. 2, 2012), While there is jurisdiction over licensees, the Division caunot
misinterpret the law to force Division-created laws upon licensees. As set forth below, the
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Division’s interpretation of NRS 604A.480(2)(f) is entirely without merit and should be rejected
by this Court.

A, The Plain Language of NRS 604A.480 Rebuts the Division's Position

The Division claims that NRS 604A.480(2)(f)— just one of many conditions set forth in
the Subsection 2 Conditions—is an absolute affirmative prohibition against a licensee to ever
initiate a collection action against a debtor, This interpretation is blind to the plain language of
the statute and confounds common sense.

Under Nevada law, this Court must give a clear and unambiguous statute its plain

meaning. D .R. Horton, Inc, v. District Ct_ex rel County of Clark, 123 Nev. 468, 476, 168 P.3d.

731, 737 (2007); Staie Dep 't of fns. v. Humang Heglth, Ins., 112 Nev, 356, 360 (1999) (quoting

McKay v. Bd. of Supervisors, 102 Nev. 644, 648 (1986)). In doing so, the Court must consider a

statute's provisions as z whole, reading them “in a way that would not render werds or phrases

superfluous or make provisions nugatory.” Southern Nev. Homebuilders Ass'n v. Clark County,
121 Nev. 446, 449, 117 P.3d 171, 173 (2005) (quotation omitted). Meaningless or unreasonable

results should be avoided by courts when interpreting statates. Matter of Petition of Phillip A.C.,

122 Nev, 1284, 1293 (2006). Here, NRS 604A.,480 is clear—there is no blanket prohibition
against commencing a civil action or ADR proceeding against a defaulted debtor. Rather, NRS
604A.480(2)(f) is merely a condition one of the many Subsection 2 Conditions that must be
satisfied is a licensee wants to avoid the restrictions of Subsection 1. Nothing more.

Based upon this most basic of the statutory interpretation tenets, the Court must reject the
Diviston’s interpretation of NRS 604A.480(2)(f). The language is clear—NRS 604A.480(2)(f)
does nothing more than provide that if a licensee “commence(s] any civil action or process of
alternative dispute resolution” then the licensee is bound by the Subsection 1 Prohibitions, Very
simply, a licensee cannot obtain the benefits of being exempt from the Subsection | Prohibitions
if a licensee has already “commenced any civil action or process of alternative dispute resolution
ona clefaulte& loan or any exiension or repayment plan thereof” against the debtor. Nothing in
this statute prevents a licensee from brining an action or ADR proceeding to enforce its rights.
1117

Pape 5 0of 8
8119030_1

FID0O083




Holland & Hart LLP
9555 Hillwoed Drive, Second Floor

Las Vegas, Nevada 89134

=R RN - Y. T SR S J -

IR I T T T S T S T T T T S e S S S S U PO
S W o h B W NN S WV e W oW R W N e o

The Legislative Counsel Bureau (“LCB”) agrees with DLC’s interpretation, Attached

hereto as Exhibit 1 is a true and correct copy of the LCB Opinion, The LCB found that:

[Pjaragraph (f) of subsection 2 of NRS 604A.480 does not

impose upon a licensee a prohibition against commencing

any civil action or process of alternative dispute resolution

against a customer who subsequently defaulis on a new

deferred deposit loan or high-interest loan that is made by a

licensee in compliance with the provisions of subsection 2

of NRS 604A.480.
Id. 2-3. Because the LCB unequivocally held that a licensee may commence a civil action or
alternate dispute resolution action on a loan that was issued pursuant to NRS 604A.480, the
Division’s position that a licensee may never take gny action on a defaulted loan is all the more
baseless and transparent. It is clear the Divigion is improperly creating law, which is not the
Division’s role in government,?

Moreover, Nevada law compels this Court to use common sense when interprefing NRS

604A.480(2)(). See Southern Nev, Homebuiiders, 121 Nev. at 449, 117 P.3d at 173; and Phillip

A.C., 122 Nev. at 1293, Here, if a licensee cannot be exempt from the Subsection 1 Prohibitions
when a “civil action or process of alternate dispute resolution” has been commenced, it stands to
reason that a licensee must be allowed to initiate a civil action or process of alternate dispute
resolution against a debtor in default.

B. The Legislaturc Rebukes the Division’s Position

In the 78th Session of the Nevada Legislature, Senate Bill 123, as introduced, proposed
to amend IS 604A.480 to delete paragraph (f) of subsection 2, among other things., Attached
hereto as Exhibit 2 is a true and correct copy of SB 123 as introduced. The proposed bill deleted
the language of NRS 604A.480(2)(f) so that a licensee could pursue a civil remedy. Attached
hereto as Exhibit 3 is a true and correct copy of the relevant minutes of the Senate Commerce,
Labor and Energy Committee (the “Commerce Committee”) from February 13, 2015, Yet, the
portion of Senate Bill 123 that dealt with NRS 604A.480 was withdrawn after it was deemed

7 Recently, in State v. Nevada Ass'n Services, Inc., the Nevada Supreme Court strongly rebuked the Division for
lssuing an advisory opinion and interpreting a statute over which it had absolutsly no jurisdiction, 128 Nev. Adv.

Op. No. 34, — P.3d. —, 2012 WL 3127275 (Aug. 2, 2012), This matter involves similar overreaching by the
Division,
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“unnecessary” and “irrelevant” by the Commerce Committee because NRS 604A.480 does not
take away the licensee’s right to seek a civil action, Attached hereto as Exhibit 4 is a true and
correct copy of the relevant minutes of the Senate Commerce, Labor and Energy from March 16,
2015, This legislative history is not only significant, it is dispositive of this matter, because it
evidences that the Legislature specifically rejected the Division’s current position that NRS
604A.480(2)(f) prevents a licensee from seeking an action against a debtor in default,
V. CONCLUSION

Based upon the plain language of the statute, the Court should find that NRS
604A.480(2)(F) does not prohibit licensees from initiating a civil suit or alternate dispute
resolution proceeding against a debtor that is in default. Rather, NRS 604A.480(2)(f) merely
provides that a licensee cannot be exempt from the requirements set forth in NRS 604A.480(1} if
the licensee has already commenced any civil action or process of alternative dispuie resolution

against a debior.

DATED this 13th day of Oclober, 2015.

Patripk J, Reilly, Esql

Joseph G, Went, Esy,

HoLLanD & HarT LLP

9555 Hillwood Driye, Second Floor
Las Vegas, Nevada 89134

Attorneys for Plaintiff
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CERTIFICATE OF SERVICE
I hereby certify that on the 13th day of October, 2015, a true and correct copy of the
foregoing POLLAR LOAN CENTER, LLC’S OPENING BRIEF was served by the
following method(s):

Electronic: by submitting electronically for filing and/or service with the Eighth
Judicial District Court’s e-filing system and served on counsel electronically in
accordance with the E-service list to the following email addresses:

Adam Paul Laxalt

Attorney General

Christopher A. Eccles, Esq.

Deputy Attorney General

STATE OF NEVADA

555 E. Washington Ave., Suite 3900
Las Vegas, NV 89101

Email: ceccles@ag.nv.gov

Attorneys for Defendant
State of Nevada, Depariment of Business And
Industry Financial Institutions Division

] us. Mail by depositing same in the United States mail, first class postage fully
prepaid to the persons and addresses listed below:

[ 1 Email: by electronically delivering a copy via email to the following c-mail address:

[]  Facsimile: by faxing a copy to the following numbers referenced below:
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July 26, 201 |

Assemblyman Marcus Conklin
2251 N, Rampart, #305
Las Vegns, NV 80128

Dear Assemblyman Canklin

You have asked for the opinien of this office conceming whether the provisions
of NRS 604A 480 prohibit a licensee under chapter 604A of NRS from commencing 4
¢ivil action or process of alternative dispute resobotion against a cusiomer upon his or her
default on a new deferved deposit loan or high-interest loan which is made by the licensee
in compliance with the conditions of subscetion 2 of NRS 604A.480 und used 1o pay the
balance of an outstanding loan of the customer. 1t ig the opinion of this office that NRS
604 A.A80 does not impose such a prohibition vn a licensee,

The statutory provision about which you have inquired, NRS 604A.480, provides:

604A.480 1. Except as otherwise provided in subsection 2, if a customer
agrees in writing to establish or extend the period for the repayment, renewal,
refinancing or consolidation of an outstanding loan by using the proveeds of 4 new
deferred deposit loun or high-interest loan to pay the balance of the outstanding
Joan, the licensee shall not establish or extend the period buyond 60 days afier the
expiration of the initial loan period, The licensee shall not add any unpaid interest
or other charges scerued during the original terim of the outstanding foan or any
extension of the outstanding loan te the principal amount of the new deterred
deposit Joan or high-interest loan.
2. This section does not apply to o new deferred deposit loun or high-interest '
loan if the licensee:
(1) Mukes the new deferved deposit loan or high-interest loan to a customer
pursuant to a loan agreement which, under its original terms:
{1) Charges an annual percentage rate of less than 200 percent;
(2) Requives the customer to make a payment on the loan at least once
every 30 days:

b ] EURRURE S
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(3) Requires the Joan to be paid in full in not less than 150 days: and
(4) Provides that interest does not acerue on the loan at the amnual
percentape vate set forth in the loan agreement afler the date of matwrity of the loan;

(b) Performs a eredit eheck of the customer with a major consumer reporting
agency before making the Joan;

(¢) Reports information relating to the lown experience of the customer to a
majar consumer reporting agency;

{d) Cives the customer the right to rescind the new deferred deposit loan or
high-interest loan within 5 days after the loan Is made without charging the
customer any fee for rescinding the loan,

{¢) Participates in good faith with a counscling agency that is:

(1) Accredited by the Council on Acereditation of Services for Familics
and Children, Ine., or its successor organization; and

{2) A momber of the National Foundation for Credit Counseling, or its
suceessor organization; and

() Does not commence any civil action or pracess of alternative dispute
resolution on a defaulted loan or any extension or repayment plan thereof.

Subsection | of NRS 604A.480 sets forth the generally appiicable Himitations that
apply o @ licensee when a customer agrees in writing to establish or extend the period for
the repayment, renewal, refinancing or consolidation of an outstanding loan by using the
proceeds of a new deferred deposit loan or high-inferest toan to pay the balance of the
outstanding loan, Under such civcunistances, a licensee is prohibited from; (1)
establishing vr extending the period beyond 60 duys after the expivation of the [nitial loan
period; and (2) adding any unpaid interest or other charges accrued during the original
term: of the outstanding loan or any extension of the outstanding lean to the principal
amount of {he new deferred deposit loan or high-interest loan.

The prohibitions set forth in subsection 1 of NRS 604A.480 do nol appiytoa
licensee who complies with the conditions set forth In subsection 2 of NRS 604A.480,
The items sct forth in paragraphs (a} o (1), inclusive, of subsection. 2 of NRS 604A,480
are not affirmative prohibitions against a llcensee, but are conditions with which a
licensee must comply to quality for exemption fiom the general requirements of
subsestion 1 of NRS 604A 480 and make n new deferved deposit loan or high-interest
loan 1o a customer pursuant to subsection 2 of NRS 604A.480. I is the opinion of this
office that, whereas the provisions of NRS 604A.480 apply whether or not the
outstanding loan is in default, the provisions of subsection 2 of NRS 604A 480 impose an
a licensee as a condition of proceeding under that subsection that, it the outstanding losn
is in default, the Jicensee not commence any civil action or process of alternative dispule
resofution on the loan or any extension or repayment plan thereof. It is further the opinion
of this office that paragraph () of subsection 2 of NRS 604A.480 does not impose upon a
licensee a prohibition against commencing any civil action or process of alternative
dispute resolution against a customer who subsequently defaults on a new deferred
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deposit foun or high-interess 1oan that is made by a licenses in compliance with the
provisions of subsection 2 of NRS 604A.480,

IT you have any further questions regarding this matter, picasc do not hesitate to

contact this office.

TMC:dm

Enel,
Rel Mo, EH92513 11
File No. OF Cuaklinl 172602436

Very truly yours,

Brenda 1. Erdoes
Legislative Counsel

By .
Timothy M. Chandler

Senior Principal Deputy Leplsiative Counsel
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S.B. 123

SENATE BILL NO. 123—COMMITTEE ON
COMMERCE, LABOR AND ENERGY

FEBRUARY 5, 2015

Referred to Committee on Commerce, Labor and Energy

SUMMARY—Revises provisions governing certain loans,
(BDR 52-634)

FISCAL NOTE: Effect on Local Government: No.
Effect on the State: No.

~

EXPLANATION = Matter in holded itaflcs is new; malter belwsen brackess {omitied snutenai} is material fo be omitted,

AN ACT relating to loans; revising provisions governing certain
deferred deposit loans and high-interest loans; and
providing other matters properly relating thereto.

Legislative Counsel’s Digest:

Existing law establishes certain requirements that are applicable o a person
who has been issued a liconse to operate a check-cashing service, deferred deposit
loan service, high-interest loan service or title loan service and who makes a new
deferred deposit or high-interest loan to a customer to pay the balance of an
outstanding loan. Existing law also provides an exemption from those requirements
if the licensee, in making the new deferred deposit ot high-interest loan, complies
with certain conditions, one of which is that the licensee does not commence any
¢lvil action or process of alternative dispute resolution (ADR) on a defaulted loan
ot any extension or repayment plan thereof. (NRS 604A.480) This bill removes that
condition, allowing such a licensee to make a new deferred deposit or high-interest
loan without including In the agreement therefor a provision which sets forth that
the licensee will not commence a civil action or ADR.

THE PEOPLE OF THE STATE OF NEVADA, REPRESENTED IN
SENATE AND ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1, NRS 604A.480 is hereby amended to read as
follows:

604A.480 1. Except as otherwise provided in subsection 2,
if a customer agrees in writing to establish or extend the period for
the repayment, renewal, refinancing or consolidation of an
outstanding loan by using the proceeds of a new deferred deposit

I
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loan or high-interest loan to pay the balance of the outstanding loan,
the licensee shall not establish or extend the period beyond 60 days
after the expiration of the initial loan period. The licensee shall not
add any unpaid interest or other charges accrued during the original
term of the outstanding loan or any extension of the outstanding
loan to the principal amount of the new deferred deposit loan or
high-interest loan.

2, |This-section-dees} The requirements of subsection 1 do not
apply to a new deferred deposit loan or high-interest loan if the
licensee:

(a) Makes the new deferred deposit loan or high-interest loan to
a customer pursuant to a loan agreement which, under its original
terms:

(1) Charges an annual percentage rate of less than 200
percent;

(2) Requires the customer to make a payment on the loan at
least once every 30 days;

(3) Requires the loan to be paid in full in not less than 150
days; and

(4) Provides that interest does not accrue on the loan at the
annual percentage rate set forth in the loan agreement after the date
of maturity of the loan;

(b) Performs a credit check of the customer with a major
consumer reporting agency before making the loan;

(c) Reports information relating to the loan experience of the
customer to a major consumer reporting agency;

(d) Gives the customer the right to rescind the new deferred
deposit loan or high-interest loan within 5 days after the loan is
made without charging the customer any fee for rescinding the loan;
and

(e) Participates in good faith with a counseling agency that is:

(1) Accredited by the Council on Accreditation of Services
for Families and Children, Inc., or its successor organization; and

(2) A member of the National Foundation for Credit
Counseling, or its successor organization. boand

é@%@hﬁ%%—&d@t&u&e&-i@%@%ﬁ%&m@ﬂ—%ﬁ%@ﬂ{
Sec. 2. This act becomes effective upon passage and approval,

@
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MINUTES OF THE
SENATE COMMITTEE ON COMMERCE, LABOR AND ENERGY

Saventy-Elghth Session
February 13, 2015

The Sanate Committee on Commarce, Labor and Energy was called to order by
Chair James A. Settelmeyer at 8:03 a.m. on Friday, February 13, 2015, in
Room 2135 of the Legislatlve Building, Carson City, Nevada. The meeting was
videoconfersnced to Room 4412 of the Grant Sawyer State Office Building,
555 East Washington Avenue, Las Vegas, Nevada. Exhibit A is the Agenda.
Exhibit B is the Attendance Roster. All exhibits are available and on file in the
Rescarch Library of the Legislative Counsel Bureau.,

COMMITTEE MEMBERS PRESENT:

Sanator James A. Settelmayer, Chair
Senator Patricia Farley, Vice Chalr
Senator Joe P. Hardy

Sanator Becky Harris

Senator Mark A, Manendo

Senator Kelvin Atkinson

Senator Pat Spearman

STAFF MEMBERS PRESENT:

Marjl Pasloy Thomas, Policy Analyst
Dan Yu, Counsel
Christine Miner, Committes Secretary

OTHERS PRESENT:

Bob Qstrovsky, State Contractors’ Board

Nicole Willis-Grimas, State Contractors’ Board

Chris Ferrari, Dollar Loan Center, LLC

Alfrede Alonso, Community Financial Services Association of America
Nancy Brown, Opportunity Alliance of Nevada

Jesse Wadhams, Security Finance Corporation

Dan Wulz, Legal Ald Center of Southern Nevada, Inc.

Michelle Johnson, President and CEQ, Financial Guidance Center
Venecia Considine, Legal Aid Center of Southern Nevada, Inc.

John Griffin, TitleMax of Nevada, Inc,
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Senate Committee on Commerce, Labor and Energy
February 13, 2015
Page 2

Chair Settelmever:
The meeting is now open, and | am requesting Committee introduction of a hill
draft request {BDR), BDR £3-635.

BILL DRAFT BEQUEST 63-635: Revises provisions relating to occupational
disease. {Later Introduced as Senate Bil 153.)

SENATOR MANENDO MOVED TO INTRODUCE BDR 53-635.
SENATOR HARDY SECONDED THE MOTION.
THE MOTION CARRIED UNANIMOUSLY.

W EE R

Chair Settelmeyer:
1 will open the work session on Senate Bill (S.B.) 50.

SENATE BILL 50: Makes various changes to the regulation of contractors by the
State Contractors’ Board. (BDR 54-387})

Marji Paslov Thomas (Policy Analyst):
1 will read the summary of the bill from the work session document and
three propased amendments (Exhibit C}.

Chair Settelmevyer:

Are there any questions from the Committee? The amendment clarifies the first
and second degree of consanguinity. That would be the children, grandchildren,
parents, siblings and grandparents.

Senator Hardy:
{ agres,

Senator Atkinson!:
What is the source of the language in section 6, subsection 2, paragraph {a) of

the amendment to 5.8, 507 The languags is complicated and | would like clarity -

on its intent.
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Bob Ostrovaky {State Contractors’ Board):
This language clarifies the concerns of Senator Hardy from the
February 8, 2015, hearing. It mirrors language found elsewhere in law.

Senator Farley:
13 the Qualified Employea {QE) financial responsibility language Included in the

amendment?

Nicole Willis-Grimes (State Contractors’ Board):
The language on the QEs is in Nevada Revised Statute (NRS) 624,260,
subsection 4, in the work session document, Exhibit C.

Senator Farley:
This language covers those that abuse the system and are financially

irresponsible. The bill allows the State Contractors’ Board to eliminate this
problem,

Chair Settelmeyer:
| will close the work session on 8.B. 50.

SENATOR HARDY MOVED TO AMEND AND DO PASS AS AMENDED
5.B. 50,

i Sl PP

SENMATOR FARLEY SECONDED THE MOTION.

THE MOTION PASSED UNANIMOUSLY.

LE RS2

Chair Settelmevyer:
I will open the work session on S.B. 84,

SENATE BILL 84: \ncludes certain alooho! and drug abuse counselors and
problem gambling counselors In the definition of “provider of heaith care”
for purposes of varlous provisions relating to healing arts and ocertain
other provisions. {BDR 54-389)
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s, Paslov Thomas:

| will read the summary of the bill from the work segsion document and
one proposed amendment (Exhibit D).

Chair Settelmeyer:
Hearing no discussion, | will close the work session on S,B. 84,

SENATOR HARDY MOVED TO AMEND AND DO PASS AS AMENDED
S.B. 84.

SENATOR MANENDO SECONDED THE MOTICN,

THE MOTION PASSED UNANIMOUSLY.

LR A RN

Chair Settaelmevyer:
| will open the work session on §.B. 85,

SENATE BILL 85; Revises certain provisions of the Nevada Insurance Code,
{BDR 67-183}

Ms. Paslov Thomas:
| will read the summary of the bill from the work session document (Exhibit E}.

Chair Settelmeyer:
Hearlng no discusslon, | will close the work session on 5.B. 85,

SENATOR ATKINSON MOVED TO DO PASS S.B. 85.
SENATOR SPEARMAN SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY,

LE R 2

Chair Settelmeyer:
1 will open tha hearing on 5.B. 123.
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SENATE BILL 123: Revises provisions governing certain loans. (BDR 52-634).

Chris Ferrari (Dollar Loan Center, LLC):

Dollar Loan Center supports S.B, 123. Dollar Loan Center has an A-plus rating
with the Better Business Bureau (BBB), and payrolls over $8 millien for more
than 250 people in Nevada. Each employee ls provided a 401K plan with a
50 percent employer match, and health insurance, including dental and vision
benefits. In Nevada, this company leases 26 buildings, with 110,000 square
feat, and pays over $200,000 In monthly rents. The company makes major
improvements to all of their locations, thus, increasing the safety in
neighbarhoods in which they operate. This company is @ community partner and
donor to nonprofit organizations including the Boys & Girls Clubs of Las Vegas
Foundation, Inc.; Opportunity Village Foundation; St. Jude's Children’s Research
Hospital, Inc.; Make-A-Wish Foundation of America and Little League
Baseball, Inc. This is the kind of employsr we want in Nevada.

Nevada Revised Statute B604A.485 prohiblits some business owners legal
recourse to collect on a default after entering Into a contract with a customer,
An example of this is an attorney in southern Nevada who sdvertises regularly
on television and has a client unable to pay the bill for this attorney's services.
The attorney sends this person to Dollar Loan Center to borrow the money to
pay the bill because the attorney knows Dollar Loan Center has no legal
recourse if that borrower dofaults. My client, Dollar Loan Center, has had
customers come through its doors, with a torn out copy of the Yellow Pages ad
for that attorney. |f the borrower dacides not to repay the debt, my client has
little recourse,

Existing statute treats the business modsl of my client differently than any
business in Nevada, Article 4, section 21 of the Constitution of the State of
Nevada states that all laws shail be general and of uniform operation throughout
the State. The loan center businesses have been singled out by this statute, and
are victims of bad policy. All businesses should be treated the same, This
precedsnt could one day impact other businesses like landscapers, painters,
auto ropeir businesses or restaurant supply companles. Opposition testimony
will indicate this bill is not a good or falr law, This bill will ensure every Nevada
business equal opportunity to civil remedy. | have submitted an informational
flyer {Exhibit F}. This is not about one industry, but about falr application of
NRS. | ask that you support the fair and equal application of NRS and for your
support of $.8. 123. | submit a letter of support for §.8. 123 (Exhiblt G}.
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Senator Atkinson:
What is the bill saying?

My, Ferrari:

Sanate Blif 123 delétes paragraph (f) of subsection 2 of NRS 804A.480. Current
statute prohibits any lender who operates by the guidelines of NRS B604A.480
from accessing civil remedy. This type of loan has a capped interest rate with
more flexible payment terms. It offers a longer consumer right of rescission—
5 days instead of 1. It requires the lender 1o perform credit checks, to report the
consumer's loan axperience to & major consumer reporting agency and to
participate In good faith with a counseling agency accredited by the Ceouncil on
Accreditation of Services for Families and Children, Inc.

Sanator Hardy:
Does Dollar Loan Center treat a loan applicant differently than other lenders in
the payday loan business?

Nir, Ferrari:
Each loan product has a different client base, raquirement and application.
Loans under NRS B804A.480 offar more adveantages to the consumar,

Senator Hardy:
Does this change other businesses In this field?

Nr. Ferrari:
There is no impact on other lenders.

Senator Farley:
Does this bill affect lenders in the same industry of lending as your client?

Nir. Ferrasl: '
Any lenders providing the service speclfied under NRS 604A.480 are affectsd
by this bill.

Senator Farley:
May | have legal clarification on this NRS code from our Counsel?
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Dan Yu {Counsel):

The proposed revision of NRS 604A.480, subsection 2, paragraph (f), removes
one limitation for the lenders to charge fees and Interest on initial loan
installments with respect to a second loan. With respect to loan one of the
customer, the operator of the payday leen office would be able to extend the
repayment period for an additional 80 days. If that customer then takes out a
second loan to pay off the first loan, this statute would prohibit lenders from
adding interest from the first loan onto the second loan, unless they are unable
to commence any civil action. Payday lenders are able to pursue civil remedies,
except under certain circumstances in the exlisting law.

Ms, Ferrari:

There are two legal opinions issued on this matter, One from the Legislative
Counsel Bureau (LCB) as repressnted by Mr. Yu, and one from the Office of the
Attorney General, which indicates the opposite opinion,

Senator Farley:
Would you provide us with a copy of the Attorney General's apinion?

Mir. Ferrari:
| would be happy to provide that to the Committee.

Chaly Settalmeyer:
Please supply that to the Committes, The Attorney General’s opinion may trump
the LCB opinion.

Senator Harrls:
How many loan extensions would a client be able to get?

Mr. Ferrari;

| will get the detalls on this to you, It is not in tha best interest of & lender to
lond to someone unable to repay. Dollar Loan Center denies one in
four applicants,

Senator Spearman:

There is & recent study by the Unlversity of Nevada, Las Vegas (UNLV) that
finds one in five Nevada veterans have used payday loans and half of those still
have payday lending debt, Our State has no provisions in the law to protect
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military personnel. 1 am concsrned how this bill will negatively affect thae
military. '

vir. Ferrari:

| cannot speak on the military impact. The loans started In the short-term
lending industry as “bridge loans” for the military whose salary is paid once &
menth. A payday loan and a signatory loan are different. A signatory loan
requires an application, credit check and agency approval. A payday foan is
secured by collateral, My client only charges interest on the time the loan is
unpaid.

Senator Atklnson:
| have a concern about the effect on the consumer. Are these loans
compounding? This bill s weakening the law. It opens the door to litigation.

Mzt. Ferrari:

There are lenders In this business whe have access to the courts for breach of
contract. There is a specific area of this statute with this type of lender that
prohibits that access to the courts, There is no other legal business in tha State
that faces such a statutory reprimand., We are only asking for equality as every
other businaess has, as it pertains to access in the courts,

Senator Atkinson:
Are you saying that without this bill, you will not be able to take people to
court, and with i, you wili?

Mr. Ferraro:
It does put us on equal footing and allows us to pursus civil remedy.

Senator Atkinson:
With whom is the equal footing?

Mr. Ferrari:

1t will be equal footing with other lenders. Under current statute, a traditional
payday lender has court access If not lending under NRS 604.A.480, Dollar Loan

Center lends under this NRS statute, and olvit remedy is not allowed.
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Senator Atkinson: .

This }s not the way | read the other payday lending company lcans. The people
who use payday loan centers are not typical borrowers. They arg unable to get
a loan from other lending institutions, The late fees and interest that these
Industries charge are extrems, and now your client wants to be able to take
these borrowers to court. These borrowers are people | represent in my district,
Often their situations are desperate.

Chair Settelmeyer:

It would be helpful if Mr. Ferrari would forward the competing opinions from the
LCB and the Attorney General’s office. We do not want te deny any business
the due process of the law. That is the concern here. Amendments will,
potentially, come forward on this issus.

Senator Atkinson:
i there are opposing opinions, where are they?

Chalr Settelmeyer; :
We will review the two opinions when we receive them. More of today’s
testimony may reveal further points for discussion.

Senator Manendo:
| have constituents in my district who have used payday loans, What lenders
are we referring to in this bill?

Nr, Ferrari:

We are referring to any lender who lends under the provisions of
NRS 604A.480, The borrower needs the loan in a pinch. A bounced check
overdraft fae or a late fee on rent avarages $50 and §5 per day. This can range
from 1,000 percent to 15,000 parcent Interest, A 1-week §750 loan from ny
client will cost $28 in interest, There are pages of testimonials of peeple who
have an appreciation for these loang when an urgent need arises, These loans
allow immediate funding and are a good alternative for your constituents. We
work very closaly with the regulations In Las Vegas to ensure we are offering a
product that meets the clients’ demands.

Senator Manendo;
Who are some of the businesses that fall under this statute?
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Mr. Ferrari;
| can only speak for Dollar Loan Center.

Senator Farley:

This is about an area of law, not a business practice. My employses use this
model, and | become a lender of last resort when they get into troubls. This is a
separate issue. We need to create parity in the laws. The Attorney General's
opinion is very important to us, The social issue is a different conversation.

Chair Settelmeyer:
Wa need to confine ourselves to tha concept within the bill, not our own
opinions.

Senator Atkinson;

i do not think it is fair to redirect what questions we have. The guestions are
from the people | represent. These are consumer protection issues; that is what
this faw is about, and my guestions relate to this. There is 8 component of this
bill that has to be daalt with legally. As the Senate Commerce Committes, we
should be discussing both.

Senator Hardy:

it waould be helpful to compare the list of those businesses that are affected by
this bill and those payday loan businesses that practice under the statutes that
allow court recourse, This would aid in determining the fairness issue with your
cliant.

Mir. Ferrari:

{ will be happy te provide that list. There wlill be opposition to this bill. In 2007,
there was a deal made when NRS 604A.480 was crafted; Dollar Loan Center
was not pari of that deal, It is a due process matter and an issue about the
uniformity of the statute,

Senator Spearman:

Are there ramedies for those lenders who choose not to lend under
NRS 604A.4807 It would be helpful to understand who the lenders are that
choose to operate under this statute that linits due process. If this is available
to short-term lenders and due process is what you are seeking, then why
choose 10 operats under the statute that does not allow this recourse?
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Wir. Ferrari:
The provisions under NRS 604A.480 allow a more consumet-friendly lending
product. Why deny a lender dus process who chooses this avenue in lending?

Alfredo Alonso (Community Financial Services Assoclation of America}):

Tha Comrmunity Financial Services Association of America {CFSA) does not
support this bill. Many of the larger members of the payday loan community are
members of CFSA. Significant hearings end discussions took place over a
two-session period. Many of the payday lenders and the NRS B04A.480
liconsess wers making most of their money on the back end. They wers suing
under a bad check law, for treble damages and putting psople in a position of
never repaying the loan. This was tha overall problem, These high-risk loans are
part of doing business and our members rerely enter Into litigation. We have
repeat customers hecause of our falrness practices. Money Tree is ane member
that is a community partner and a creditor for emergency loans. Repeat lending
to an Individual who fails to repay a loan doss not exist and does not result in
litigation. Members of CFSA have high collection numbers. Thea policy decision
is to avoid litigation.

Senator Atkinson:

i was involved In many of the past discussions. These discussions resulted from
what you stated in your testimony. This is a policy decision that we need to
have as 8 commitiee to protect the working poor, Was there a discussion that
allows a loophaole for these lenders to litigate? The borrowers cannot afford
court, and the resulting debt would never be recovarable.

Mr, Alonso:

The small loans that allow more interest to build continually result in poor
repayment numbars and court Costs, The goat of this legislation Is to regulate
the Industry so the customer has more opportunity ta repay the ioan. The court
remedy was taken out if the lender followed the lending provisions of
NRS 6840A.480. The intent is to keep a fair agresment for all parties, This is
designed as a stopgap to give a borrower the small credit that a bank would not
allow. The law is fair and regulates properly, Wa will not lend to military
personnel if the commander of the base does not allow it.

Senator Atkinson:
1f an individual defaults on a loan, does your organization have a mechanism in
placae that prevents this person from continual borrowing?
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Mr. Alonso:
The members of CFSA choose not to allow more borrowing by a person wheo is
in default on a loan.

Senator Farley:

How different is the business model that your orgenizetion represents from the
business moadel of Dollar Loan Center? Do your cfients take oollateral or have
tiens placed on property or income?

Mr. Alonso:

There has to be abllity to pay off the loan. A job is one of the criteria. My
clients put a set fee per $100 on a 2-week loan, Each short-term loan is
different. The NRS 604A.480 loans are longer-term loans, Compoundsd on a
vearly basis, this results in a higher interest loan.

Senator Spearman:
Flease explain the term "back end.”

Mr. Alonso:

There was a time when a small loan would result in a default, Litipation would
be pursued for treble damages and bad check practices; this is where the term
“hack end” came from. Nevada Revised Statute 604A.480 curbs these
practices. The goal of the businesses | represent is to make money only on the

interest of the loan.

Senator Spearman:

Dsbt for the military is considered a national security risk, If the debt-to-income
ratio is too high for many of thess lower ranking individuals, their careers are on
the line. Working families are denied a living wage, which results in these
dilammas. Thase indlviduals are taking out these lpans to enable them to survive
{0 the next paycheck, The federal law requires an Interest cap of 39 percent,
the cap for this law is 200 percent, end some of the loans are made at
199 percent, This does not appear to be a good-faith effort. This is not to deny
husginesses the right to fair and honest commerce. The payday loans get people
into trouble, including personnel in the military, and people lose mare than we
realize,
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Senator Hardy:
Are your members ever allowed to go to court, including small claims court, by
statute?

Mr. Alonso:
We do not go to court even if the statute allows it.

Senator Hardy:
Who is allowed to go to court by staetute?

Mr. Alonso:
1 would havea te check the statutes.

Senator Hardy:
Do you ever lend to military personnei?

Wir, Alenso:
The members of CFSA do not. There may be a federal law that prohibits lending

to militery personnel.

Senator Hardy:
Are your membaers working under NRS B04A.480 or under another statute?

Mr. Alonso:
Our members practice under NRS 604A.

Senator Harris:
Do your members have a one-time fee associated with their loans versus a

running interest rate loan?

Mr. Alonso:

Yes, that is how most of the members of CFSA do business. A chart for the
porrowsr discloses what this person will pay per $100 borrawed.

Sanator Harris:

If your borrower takes out a loan, defaults for 1 to 2 ysars and then pays it off,
do the businesses in your association charge Interast ovar that period of tima?
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Mer. Alonso;
No.

Senator Spearman;

The 39 peroent interest rate cap is a federal cap., The enforcement of not
allowing a lender on a military base is at the discretion of the base commandar.
This happens if there is a pattern of abuse by service personnel on that
particufar base.

Chair Settelmeyer:
Is this for the antire base, or for an individual service member?

Senator Spearman:

When | was a company commander, several of the lower-ranked membars were
borrowing, unable to pay back the loans, then taking out another loan and only
abla to pay back the interast. They would never be able to pay back the original
loan. The debt-to-income ratio was prohibitive. The commander of this base
discovered that this practice was prevalent throughout the base, and the payday
lending establishments were put off-limits to the military personnel assigned to
that base,

Nancy Brown {Opportunity Alliance of Nevada):

The Oppeortunity of Alliance of Nevada strengthens individuals and famuiles to
help them attain and preserve assets, become mere financially stable and
achieve long-term economic stability. Our purpose is to educate and assist the
consumer. | have submitted a letter and information on the Alllance {Exhibit H}.
We oppose any changes to NRS 804A.480. The borrower is in a tight finencial
situation and looking for reasonable alternatives. Many are in “dabtor's prison.”
These are short-term payday loans to the middle class, not just tha poor, who
have no upward mobility, These lending practices create the opportunity for the
borrower to get into a spiral of debt. Loopholes allow that spiral to continus. |
urge the Committes to s5ay no to this bill,

Senator Farlay:
What is the average income of thess barrowers?
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Ms. Brown:

Sixty-eight percent of our population has subprime gradit. This includes the
middle class, The recession contributed to this and incomes have decreased. We
want to ensure that those with lower income have the ability to participate in
the process of moving forward in Nevada.

Chair Settelmeyer:
Please find the income of these borrowers and send it to us.

Senator Hardy:
Do you refer your people to payday loans?

Ms. Brown: :

No, our agency refers our customers to a Financlal Guidance Center {(FGC). Our
first option is to share alternate avallable resources to people in financlal need.
The Opportunity Alliance is making these connegtlons more visible and
accessible. The resources are good in the State. Some of the payday lenders are
sending people to the alternatlvas, Our goal Is to prevent borrowers from getting
caught in the credit trap cyecle; $.8B, 123 promotes this cycle.

Senator Hardy:
Your testimony indicates that all payday loans are a trap.

NMs. Brown:

That is not what | am saylng. If the payday lenders encourage the borrower to
apply for a second loan to pay off the first loan, with no stopgap, this is when
the cycle starts and this creates the financial problem.

Senator Hardy:
Do you refar & person in a financial emergency to a payday loan?

Ms, Brown:
No, we do not refer enyone to a payday loan.

Senator Harris:
In addition to the resources you mentioned, do you also refar people to the
credit counseling agencies. A number of them provide free sarvices.
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Ms. Brown:
Wa refer pecple to the statewide FGC, which has many resources.

Senator Atkinson:
Is it your oplnion that this bill will encourage people to borrow a loan 1o pay off
a loan, and get into a cycle they sannot get out of?

Ms. Brown:
I do not know if it is an encouragement. The current Jaw is a protection against
the borrower's continuous cycla, We propose no change to the current law.

Jesse Wadhams (Security Finance Corporation):

Security Finance Corporation operates within the NRS 604A.480 framework. |
would add that the Consumer Financlal Protection Bureau (CFPB) ig
promulgating some new regulation in this area. It may be premature to make
changes to this law. Soms new federal law may be forthcoming.

Dan Wulz (Legal Ald Center of Southern Nevada, Inc.):

| am an attorney with the Legal Aid Center of Southern Nevade. | am a
congerned citizen and en attorney who has represented customers of
short-term, high-interest lenders, | have prepared testimony (Exhibit |}, This
testimony is very detailed and includes the history of what is now
NRS 604A.480. Sanate Bl 123 will change the fabric of the entire chapter and
fundamentally weaken consumer protections. There are 120 lenders In Nevada
operating under the NRS 604A.480 provisions, It Is telling that only Dollar Loan
Centor is represented here, Besides car title loans, the chapter covers
three types of high-interest loans, Two of them are payday loans, and the other
is an instaliment loan. Theay are: {1} a short term up to 35-day high-interest
payday loan with a 90-day rollover limit, (2) a short-term up to 80-day
high-interest payday loan if it meets certain criterla with the same 90-day
rotlover wall, and {3) en installment loan covered by the statute that the bill
seeks to change. No lender ever has to offer this type of loan. These are longer-
term loans of no less than 160 days. Exhibit | illustrates what tha Dollar Loan
Center profits over 14 months. These are not short-term payday loens, and
good public policy requires differant treatment, The current law states these
installment loans cannot be sued upon. This encourages raesponsible lending,
hecause the lander will be sure the borrower has the abllity to repay the loan.
Sanate Bill 123 will change this, and the result will be to push borrowers into
Jong-term, high-interest loans and result In predatory lending with the right to
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sue as a weapon. A lender will be incentivized to lend to anyons with a job
regardiess of the ability to repay. Exhibit_| demonstrates thet the Dollar Loan
Center practice can extend or renew these loans indefinitely. If that is trus, the
loan can be manipulated to avoid default for many months, That means the
protactions in NRS 604A.485, protacting borrowers from default, do not kick in
for months or years. This again changes the fabric of the entire chapter.

Passing S.B.123 will allow lendors in this industry to write loans at just under
the 200 percent annual interast rate, or for over 150 days, or for much ionger.
A higher amount of interest can accrue on these long-term loans. We should not
want to encourage high-interest, long-term loans by providing litigation as a
weapon. This opens & loophole that will be exploited on the backs of the
working poor,

Senator Farley:

Where is the consumer responsibility in these loans? if a person does not like
the terms of the loan, the person does not have to finalize it, Why are we trying
to tegislate the right of a business to collect on a centract to which both parties
agreed? Should we be legislating this or the interest rate policies?

Mr. Wulz:

The party who agrees to a loan with triple-digit interest illustrates that this
person has nowhere else to turn and demonstrates their financlal desperation,
Their finances are fragile. That person has other debt, other creditors. Those
taking out these types of loans do not read the fine print. The party looks at the
truth-in-lending statement to find the payment amount and due date, Their
focus is on paying the interest.

Senator Farley:

A contract has to be considered by both parties, If it is an unfair contract, why
not address that issue Instead of not allowing a business legal recourse on that
contract?

Mr. Wulz:

{ was there when this exception was drafted. Security Finance asked for this
exception. They could not live with the bill as drafted. This was the solution,
Thare are nine criteria in NRS 604A.480, subsection 2, which meet the
business practice. One of those criterle was that Security not sue their
customers, Not having litigation as a weapon sncourages underwriting of the
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foan upfront and the assurance of the borrower’s ability to repay the loan, It Is
good public policy. Longer-term loans are 200 annual percentage rate,
Botrowers can get into longer and larger troubls.

Senator Farley:

A borrower can sign a contract with one of these lenders, not pay it back, and
there will be no recourse, | do not know what discourages someone from
making good decisions and being responsible financially. | did not get an answer
on the responsibility issue,

Chalr Settelmeyer:
Pleasa respond to that gusstion off-line.

Senator Atkinson:

Integrity plays into this issue. The Committee shouid look at the history of ths
bill. In 2011, A.B, No. 541 of the 78th Leglslative Session brought forward by
Mr. Wulz was not passed. These loans serve their purpose, we know wha the
clientele are, and statistics will show who the borrowers are. What we need are
statistics on who are In default. The defaults wil occur mostly among the
working poor. This bill is viewed by some as weakening consumer protection.
My concern is with the constituents | represent. Mr, Wulz, do you have
statistics on thase individuals that are in dafault?

Mr. Wulz:
There are many studies and statistics availebls. We will provide them to the
Committee,

Senator Harris:

Based on today‘'s testimony, there are different payday loan companies
operating under differant statutes. Can you tell me if there are differences in
consumers who borrow from a lender practicing under NRS 604A.480 and
those who would pursue a payday loan from a lender operating under different
statutes? Who borrows on a short-term loan that Mr. Alonso spoke of with a set
fes versus an installment joan the Dellar Loan Center offers? Do these
differences appeal to different sectors of the population? Do the customers
know the difference, or are they just going to the closest |lender 1o secure any
loan product?
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Mr. Wulz:

| do not have any personal knowledge of that, | suspect this is drivenh by
advertising and location. The consumers of thesa loans generally do not shop
tha loan market.

Senator Hartls:

With your expetiance representing people through the legal aid business, have
you baen able to distinguish a determining factor in the type of individual that
would sscure a fee-based payday loan versus a long-term product?

Mr. Wulz:
| suspect these borrowers do not shep for a product. Michelle Johnson may
have a better answer to this quastion.

Senator Spearman:

Governor Sandoval said, although our economy is recovering and there are more
jobs available, he expects there to be more people receiving food stamps and
other social services. | doubt a person purchasing a home has read all the fine
print on the contract hefore it is signed. The availability of these payday loans
allows people in an emergency situation to feed their families. They do not
undersiand the ramifications untll they fall into default. It i$ not a consequence
of sconomic status, but one of desperation to make ends meet and avoid
default on other responsibilities. When we consider this as a business process
and a consumer protection process, we must be knowledgeable about the
people who are accessing these type of loans. A loan application with the
closest lender is not a consclous daecision. It I8 an Immediate answer to an
immediate need. Knowing the product Is subjective,

Senator Hardy:
If this opens up NRS 804A where borrowers are not sued, could we maks this
same provision to the other lenders under NRS 6044, to level the playing field?

Mr, Wulz:
This is an interesting proposition, and there would be no enthusiasm for passing
NRS BO4A if the 35- and 90-day lenders had to agree not to sus,

Senator Hardy!
Is that not a statement in and of itself?
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Michelle Johnson {President and CEQ, Financial Guidance Center):

| will read from my written testimony (Exhibit J). | am here today to address the
financial hardship experienced by the thousands of Nevadans for whom we
provide service, Consumers who access the short-term [oans are doing so
because they are in financial distress. Nine out of ten of those who sesk the
services of the Finangial Guidance Center are victims of the short-term loan
cycle. These Individuals are the working poor living from paycheck to paycheck.
Passing of S.B. 123 would exacerbate their situations and allow more of thess
individuals to fall deeper into deficiency. The cycle of debt that would result
from the passing of this bill would often lead to bankruptcy for these borrowers.
| urge the Committese to oppose efforts to weaken NRS 604A.480,
subsection 2,

Senator Hardy:
Is the court recourse still avallable to payday loans of any kind?

Ms. Johnson:
Yes, but the other payday loans are short-term loans.

Senator Hardy:
Could your customers potentially fall into the same trap as with the long-term
loan?

Ms. Johnson:
Potentially, thay could fall into that trap.

Senator Harris:

Are those who apply for 35- to 80-day loans differant from those who seek the
longer-term loans? Is it the same type of individual who happens to fall into &
particular product, or are there different needs serviced by different payday loan
operatars?

Ms. Johnson!

There is no difference. it is & matter of what is most convenient. The majority of
gconsumers we counsel have a mixture of types of loans. They borrow from
ona loan to pay the interest on another loan,
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Venecla Considine {Legal Ald Center of Southern Nevada, Inc.h:

| oppose any changas to NRS B04A.480 as proposed by $,B. 123. The
difference between the installment loan and the payday loans is the length of
term. The installment ioan terms under NRS 604A.480 ars 12 to 1% months
with rollover options that can continue for muitiple years, This loan accrues
interest over this long term. Removing the litigation protection would allow
these loans to continue for vears, accruing higher interest. A payday loan must
stop after one rollover of 60 to 90 days, The interest accrual cannot exceed a
set period of time. The differences In these two types of loans matter, The
long-term loan credit requirement and the ability to repay are built into the
legislation. Allowing the litigation as proposed in S.B. 123 will blur the
difference between the loans and change the entire chapter, pot just
NRS 604A.480.

Senator Atkinson:
Wiil the passing of $.B. 123 as proposed allow all lenders to pursue litigation,
including Dollar Loan Center?

Ms. Considine:

The bill would encourage all lenders to lend under this provision and provide the
longer-term loans. It will have unintended effects, A CFPB study shows the
national average vearly income for those who utilize payday loans is $22,400.

Senator Hardy:
On those same statistics, is the average income of a borrower of a long-term
instaliment loan the same?

Ms. Considine:
There is no study that separates thase issues. The study was a national one.
Not all states ailow payday loans, '

Senator Hardy:
Did they group these two types of payday loans together in the study?

Ms. Considine:
Yes,

Chair Settelmeyer;
What states have outlawed the payday loans completely?
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Ms. Considine:
We will get that information to the Committes. A dozen states have outlawed

them completely, Other states have capped the interast rates at 36 percent.

John Griffin {TitteMax of Nevada, Inc.}:

Auto title lending is different from payday installment loans. Senator Hardy
posed a question about which fenders can seek recourse. In NRS 604A.455,
subsection 2, the sole remedy for an auto title loan is repossession of the
automobile, and those lenders do not have any other legal recourse against the
barrower,

Ms. Brown:
The data from a recent VA study showed 84 percent of veterans using payday

lending are accessing lendars by foot or by car.
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Chair Settelmeyer:
| will close the hearing on 8.B. 123 and adjourn this meeting at 9:47 a.m.

RESPECTFULLY SUBMITTED:

Christine Miner,
Committes Secretary

APPROVED BY:

Senator James A, Settelmeyer, Chair

DATE:
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EXHIBIT SUIMIVIARY

Bill Exhibit |[Witness or Agency Description
AT Agenda
B 5 Attendance Roster
$.8.50 |C 4 Marji Paslov Thomas Waork Session Documaent
S5.B.84 |D 12 Marji Paslov Thomas Work Session Document
$B. 85 |E | Marji Paslov Thomas Work Session Document
5.8.128 |F 1 |Chris Ferrari Everyohe Deserves Their Day
: in Court
: Letter of support from The
8.8, 123 IG 1 Chyrig Ferrari Chamber: Renc-Sparks -
Northern Nevada
$.B.123 [H i3 Nancy Brown Latter of support
S.B. 123 |i 9 Dan Wulz Written Testimony
S.B. 123 {J 2 Michelle Johnson Written Testimony
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MINUTES OF THE
SENATE COMMITTEE ON COMMERCE, LABOR AND ENERGY

Seventy-Eighth Sassion
March 16, 2015

The Senate Committee on Commearce, Labor and Energy was called to order by
Chair James A, Settelmeyar at 8:32 a.m. on Monday, March 18, 2015, in
Room 2135 of the Legislative Building, Carson City, Nevada. The meeting was
videoconferenced to Room 4412 of the Grant Sawyer State Office Building,
655 East Washington Avenue, Les Vegas, Nevada. Exhibit A is the Agenda.
Exhibit B is the Attendance Roster. All exhibits are available and on file in the
Research Library of the Leglslative Counsel Bureau,

COMM)ITTEE MEMBERS PRESENT:

Senatot James A. Settelmayer, Chair
Senator Pairicia Farley, Vice Chalr
Senator Joe P, Hardy .

Ssnator Becky Harrls

Senator Mark A, Manendo

Senator Kelvin Atkinson

Sanator Pat Spearman

GUEST LEGISLATORS PRESENT:

Senator Michael Robersan, Senatorial District No, 20

STAFF MEMBERS PRESENT:

Marji Paslov Thomas, Policy Analyst
Pan Yu, Counsel
Renes Fletcher, Committes Secretary

OTHERS PRESENT:

Alfrado Alonso, Community Financial Services Association of America; Southern
Wine and Spiriis; Nevade Bear Wholesalers Association

Chris Ferrari, Dollar Lean Center, LLC

Jon Sassar, Logal Ald Center of Southern Novads, Inc.; Washoa Legal Services;
Southern Nevade Sentor Law Program
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Keith Lse, Nevada Title and Payday Loans, Inc.; Distilled Spirits Council of the
United States

Barry Gold, AARP Nevada

George Burns, Commissioner, Division of Financial Institutions, Dapartment of
Business and Industry

Michael Hillerby, Bently Herltage Distlilery, Bently Enterprisas, LLC

Susan Carblener, Vice President of Operations, Bently Enterprises, LLC

Brady Frey, Chief Opaerating Officer, Bently Enterprises, LLC

Mike Draper, Frey Ranch Estate Distlllery; Churchill Vineyards, LLC

Colby Frey, Ownaer, Frey Ranch Estate Distlilery, Churchill Vineyards, LLC

Ray Bacon, Nevada Manufacturers Assoclation

George Racz, Owner, Las Vegas Distitery, LLC

Tom Adams, President, Seven Troughs Distilling Company, LLC

Kimberly Surratt, Reno Rodao Assoclation

Chris Shanks, Co-Owner, The Depot Craft Brewery Distillery

Lisa Granahan, Economie Vitality Manager, Dougias County

Jesse Wadhams, Wirtz Beverage Nevada; Guaranteed Asset Protection Alliance

Tyre Grey

Dan Wulz, Lagal Aid Center of Southern Nevada, Ino.

Jim Wadhams

Chair Settelmeyer:
1 will open the hearing with Senate Bill (8.B.) 242,

SENATE BILL 242: Requires payday lenders to use best practices. {BDR 62-963}

Senator Michael Roberson (Senatorial District No. 20):

The payday lending industry has had drematic growth over the last gouple of
deoades since its inception as & check-cashing business in the early 1990s. The
Community Financial Services Association of America (CFSAL, the naticnal
payday lendlng trade group which represents over half of the payday advance
stores, reports there are approximately 20,800 payday advance stores across
Ameorlca. Nevada has regulated this industry for over 10 years to protect
customers.

‘The CFSA believes that payday advance transactlons should be conducted
safely and responsibly with appropriate consumer protection, and has developed
best practices used to maintain quality in the payday advance industry ang can
be used as a benchmark for payday lenders. The development of best practices
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ensures responsible congduct among lenders, protects borrowers' rights and
encourages self-governance within the industry.

Senate Bill 242 requires s licensed individual to provide chack-cashing services,
deferred deposit loan services, high-Interest loan services and titie loan services,
to comply with the provisions set forth by this bill. Section 4 of 5.B. 242 states
a licensee must comply with the disclosure requirements of Nevade Aevised
Statute (NRS) 604A.406 and the federal Truth in Landing Act. A licenses must
disclose the cost of the service fee as both a doilar amount and an annual
percentage rate, as well as making rates clearly visible to ocustomers prior 1o
antering into the transactionh process.

Saction 6 of 8.B. 242 forbids charging 8 fee for any service that is prohibited by
State or faderal law. Section B addresses truthful advertising. Section 7
encouragas consumer responsibllity and requires a licensee 10 be forthcoming
about the intended use of the payday advance service. Notlces should advise
consumers that paydey services should be used for short-term financlal needs,
and customers with credit difficulties shoulid seek credit counseling prior to
entaring into a loan transaction,

Section 8 of 8.B. 242 prohibits customers from rolling over a payday advance.
Section D makes clear under NRS 604A.460 a licenges must advise a consumer
of the ability to rescind, at no cost, any transaction on or before the close of
buginess the following business day. Section 10 denotes collection of past due
accounts in a professional, falr and lawful manner, without threats, intimidation
or harassment, Saectlon 11 requires the Industry 1o seif-police and report
violatlons to the Cormmissioner, Divigsion of Finangial Institutions, Section 12
mekes a rapaymant plan avaligble to customers unable to repay & loan
agreement. Section 13 requires & licensee that offers payday advances via the
Internet to be lficensad in each state and comply with regulations of each state.

Alfredo. Alonso {Community Finanoial Services Assoclation of Americal:

Senate_BH] 242 codifies many of the same practices done within our
assoclation. This biil la good for the industry, as there have been abuses in the
payday advance industry, Tha check-cashing service should be removed, as it is
not part of a rapayment issue &8 established in the biil. Sestion 12 should also
be removed since it duplicates & repayment plan within the deferred deposit

section.
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Chyls Ferrari (Dellsr Loan Center, LLC):

We agree with the comments of Mr. Alonso and are glad to see hest practices
added to the payday advance industry. We have a couple of clarifications to
work out with Senator Roberson and Mr. Alonso; otherwise, we approve and
support 5.8. 242,

Jon Sasser (Legal Ald Center of Southern Nevadz, Inc.; Washoe Legal Servicesh
Senate Bill 242 is an excellent idea to have Legisiative intent for the payday
advance industry to conduct itself utilizing best practices, We support the bill as
written. Therefore, | would like to review any proposed amendments prior to
scheduling the final work session.

Kelth Lee {Nevada Title and Payday Laans, Inc.):
We support S.B. 242 with the proposed amendments by Mr. Alonso.

Senator Harris:
What is the average amount of debt taken out by individuals using the payday

advance servica?

Mr. Loa:
| do not know what the average loan amount s Through the industry as a whole.

| ¢an get the information for tha companies | represent.

Sensater Harris:

Sectlon 8 references NRS 604A.408, which oniy allows a 90-day rollover on &
loan. Are we taking away the ability for consumers to pay back a high-interest
lean in such a short peried?

Mr, Lea:
The intent of this code of ethigs and the NAS is to stop the debt treadmill, Each

individual and ciroumstance is different,

Senator Harris!

When individuals are in a debt situation bad snough to requira a payday loan,
thair incorne will not likely allow them to pay the loan back in 90 days., How
does this help the Individual find appropriate ways to cover their monthiy
axpenses and reduce thelr dabt?
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Barry Gold {AARP Nevada}:
The AARP Is pleased that 8.B. 242 hes been brought before the Committee, It
is important that standards be enacted for best practices for the payday loan
industry. We would also like to understand the propesed amendments before
deeiding to support this bill.

Georgs Burns (Cormmissioner, Division of Financlal Institutions, Department of
Business and Industry):

Qur agency is responsible for licensing, examinations and enforcement of

NRS 804A. | have submitted a copy of my written testimony (Exhibit C). The

Division of Financial Institutions is generally neutral with dupllcation of

established provisions. Langusge that is generic and all-encompassing may

generate confusion in an already complex statute,

In sectlon 2 of §.8. 242, the term “payday lender” is generic, used to defina a
“deferred deposit lender” as listed In NRS 604A, The term “payday lender” does
not veally apply to check cashers, high-interest lenders and title lenders, which
8.B. 242 the “Payday Lender Best Practices Act,” appears to address dirsatly
and indiroctly. The term “licenses” encompasses all businesses listed under
NRS 604A. As section 7 I8 a new requirement to the statute, the advertising
disclosure is not applicable to check-cashing services and is confusing for
long-term, high-interest and title loans, Agailn, the term licensee listed in seotion
8 reitarates the extenslon petlod lmits In NRS 604A.408, therefore, not
applicabla to 30-day title loans that allow up 10 six extensions, and 210-day title
loans that do not permit any extensions. Qur agency looks forward to working
with the sponsor to address the tachnical concerns cutlined in my testimony
Exhibit C.

Senator Roberson:
| am willing to meet with any concerned individuals and take all proposed
emendments inte consideration.

Chair Settelmeyer:
i will now glose the hearing on S.8. 242 and open the hearing on 5.8, 248.

SENATE BILL 248: Revises provisions governing craft distilleries, {BDR 62-831}

Michae) Hillerby {Bsntly Heritage Distillery, Bently Enterprises, LLC):
Bently Enterprises has Invested heavily in Nevada and supports S.8. 248,
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Susan Carblener {Vice President of Operations, Bently Enterprises, LLC):

Bently Enterprises Is a divarse group of companies hased in Minden and
8an Francisco. Pleasa refer to my slide presentation (Exhibit D). We have
150 employess consisting of cowboys, graphic dasigners, property managers
and front-end developers, all experts in thelr fieids and actlve in their industries.
Our roots in Carson Valley started in 1981 when Don Bently started Bently
Nevada operations, We now occupy a 200,000 square foot, gtate-of-the-art
puilding in the Bently Solence Park. Bently Nevada was one of Northern
Nevada’s largest non-gaming employers before being sold to General Electric in
2002. We continue to create new business In the Carson Valley and to enhance
our agricultural operation at Bently ranch, We have ranovated historical buildings
with modern technology and energy efficiency, Qur focus ramains on
agricuiture, sustainabltity and historic preservation,

WIith the passage of A.B. No, 183 of the 77th Lagislative Seasion, allowing
craft distilllng In Nevada, we formulated a plan for revitalization of downtown
Minden. Wa purchased the iconic flour mill building and silos In the late 1960s.
The original, histotic mill building was built in 1908, Across from the mill
building Is the Minden Creamsry, constructed in 1918, Bently will be renovating
these buildings, which will be tha Bently Heritage Distillery. The entire site will
be designed for padestrian access through the estate and to downtown Minden.

We will manufaature vodka, gin, rye whiskey, bourbon and singls malt whiskey,
We will use grains grown tocally on Bently Ranch. We will be exporting a
sighificant amount of sales, our main business focus, Tha first grain crop testing
{s under way. The mill buliding will contain a tasting room, tours for the publio,
space for public events and cateiing, Qur whiskey pot atllis will be In the silos,
The craamery building wil contain stills for the production of gin and vodka.
Bently will purchase state-of-the-art equipment from Vandome Coppser & Brass
Works, Inc. located in Kentucky, Forsyths located in Scotland, Kothe Digtilling
Technologles logated In Germany, and local suppilers such as Sliver State
Stainlass located In Carson City.

The total project budget, including construction, renovations and land value, is
in excass of $44 million. By completion in late 2016, we expect to hire 13 new
positions paying more than $2b per hour. Our Investment In Minden has a
significant impact on ocur regional economy. In eddition to benefits to local
retailers, such as dining and lodging, wa will target the estimated 2.7 milllon
Lake Tahoe visitors, encouraglng them to experlence Bently Heritage.
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Senate Bill 248 will enable craft distlillars to meet customer demand, export
Nevada's craft spirits,.allow a reasonable return on investment (ROI} and be an
important driver of economic development.

Mr. Hillerby: '

| will outline some of the modifications brought forth In 8.B. 246 starting with
section 1, subsectlon 2, paragraph (b}, which references the changes that are
forthcoming. The craft distillery taw wes created In the 77th Session with
A.B. 163. Nevada has a three-tiar system for how liquor is sold and taxed,
which is very specific and detalled. It Is not relevant to smaller distillerles, craft
distilleries or estate distllleries. More of the public is Interested in seeing where
the crops are grown for the manufaaturing of thelr food and liquar as well as to
meet the people involved in the process. Nevada's laws do not take this into
conslderation; therefore, A.B. No. 153 from the 77th Sesslon as well as
S.B. 248 are important to the distilery industry,

The changes begin in section 1, subsection 2, paragraph (¢} of S.B. 2486,
moving the export cap to 80,000 cases. To put this into perspective, Nevada
imported 178,797 cases In December 2014, 144,889 cases In November 2014
and 148,287 in June 2014, Senate Bill 248 only requests an annual total of
60,000 cases for any distiller in Nevada to export to 48 other states. Saction 1,
subsection 2, paragraph (d} and paragraph {e) add an additlonal location, other
than the distillery, to offer taste samples and direct sale of spirits. Section 1,
subsection 2, paragraph {e) also increases direct sales to the public to onse case
per day. Sectlon 1, subsection 2, paragraph {f) allows any distilier to dongte
directly to charities with approval from the Department of Taxation. Section 1,
subsection 2, paragraph (g) allows transfer of bulk, neutral spirits, manufacturad
at the distillery, to another supplier, Sectlon 2, subsection 2, paragraph tql,
subparagraph (2} would not classify the bulk transfer as a sale. The other
supplier would blend the neutral spirits and seli thelr own mixture, For
clariflcation, a case is 12 bottles.

Wholesalers and distributors support 8.8. 246, and we are working together on
the language in the bill to determine the most econotnical sense for all involved,
One other item | would like to point out is the removal of the limit of samples to
any one individual, saction 1, subsection 2, paragraph {d), which will put
distillerles on par with bars, restaurants, hotef oasinos, braw pubs and wineries
within Nevada,
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Seniator Farloy:
How many bottlss or cases do other states allow to be soid directly to

customers on the distillery property?

WMr. Hillarby:
Direct saies on a distllery property vary from state to state dependent on the

laws of that state.

Senator Hardy:
What Is & noutral splirt versus distilled spirit?

Brady Frey {Chiaf Operating Officer, Bently Enterprises, LLC):

Within tha process of distilling alcohol, prior to final cuts, you hava a neutral
splrit that can be blended with other ingredients to produce a final product. A
neutral spirit has some, but not all, ingredients, which can be used for other

products by other suppliers.

Sanator Harris:

The reference to the one other locatlon, found in section 1, subssction 2,
paragraph (d), do you anticipate the other focation to be a retall facility such as
a restaurant?

Mr, Hillethy:

The second location would be determined by the individual distillary., Cther
locatlons could inciude restaurants, on or off the premises, special events such
as the Nevada Day Parade or the Fallon Cantaloupe Festival. A sacond location
would ha a temporary sales or tasting location, or both,

Senator Hanis:

if the distillery is one locatlon and you have a fuli-time second location, such as
a rastaurant or pub owned by the distillery, would vou also be able to have a
temporary location for special events?

Mr. Hillerhy:

Having mora than one or two locations is important. The more opportunities
there are to market products, the better for any distillery, but we fully
underatand and aupport the thres-tier system. We have a wholesalsr/distributor
partnering with Bently Enterprisas, but would like 16 have some controi over the

marketing and sales.
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Mike Draper (Frey Ranch Estate Distillery; Churchill Vineyards, LL.C)

Nevada has seen a boom in craft brewaries and distilleries, which have earned a
reputation for producing quality products. It s Imperative that Nevada see this
industry as fegltimate with significant economic potential end the abllity to
attract visitors from afl over the world, In the 6 months from its Inception, the
Frey Ranch Estate Distillery has recelved substantial attention from all over the
Country for its premium producis and its unigue grain-to-glasa operation.

Frey Ranch, also home to Churchill Vineyards, is the only estate distillery and
estate winery in the Country. The editor for Drink Spirits onlina publication
recently visited Frey Rench and called thelr white whiskey the best he had ever
tasted. White whiskey comes right out of the still befare it is aged in barreis,
and thelr vodka rivaled some of the best vodka on the market. Frey Ranch
aspires to be a pational brand and Is quickly gainlng notorlety, We support
S.B. 248 as a nesded evolution In Nevada's liquor laws. This bill will allow
widar platforms to expose products to consumers. Existing law succeeds in
allowing for tha inhtial beginnings of the craft distillery, but does not create a
business environment that allows for growth and expansion. Current law does
not Invite, encourage and rewsrd entrepreneuria! spirit within Nevada,

Colby Frey {Qwner, Frey Ranch Estate Distillery, Churchill Vineyards, LLC):

The Frey family has spent five generations building the sconomy in Northern
Nevada. We started farming In the Genoa araea in the 1860s before Nevada was
declared a U.S. state, and we naw occupy the Lake Ridge srea in Reno. My
great-grandparents owned tha Peckham Ranch. My grendfather invented a tree
stump pulier to clear trees on ground considered not farmable, turning the land
into prime farmland. In 1944, the land was sold to my grandfather's brother. My
grandfather then saved enough money to purchase what 1s now the Frey Ranch,
ariginally the residance of Senator Robert Douglas, My grandfather sold this land
to my father in 1980, and | was able to purchese the ranch from my father in
2009. To malntain income In months of bad times, we created a winery and
eventually a distillery.

We researched crops that would regquire less water to survive drought
conditions yet generate more revenue. This year, our water allocation in
Churchiil County was set to 20 percent, the warst allocation our irrdgation
district has seen In its 100-year history, Lower water allocation is catastrophic
for tarmars. Lack of water does not mean lack of bills, land payments and
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property taxes, It is Important to us to seek ways t0 conserve water while
creating hetter income potential.

Alfalfa is the primary crop in Churchili County. Wine grapes consume only
10 percent of the water needed by alfalfa, and grains In the distllfery consuma
40 percent to 8O percent. By diversifying our crops, we are able to save water.
Churchill Vineyards started planting wine grapes in 2001 and produced our first
wines in 2004. We recelved our federal distilling license in 2006, We have baen
experimenting with turning different wines into brandy. With tha passage of
A.B. No. 153 of the 77th Leglisiative Sesslon, we drastically expanded our plans
to construct a state-of-the-art distillery, We are farmers first. Frey Ranch Estate
Distillery started as &8 way to create produect from the graing grown on our farm,
Praviously, the grain was fed to dairy cows. With the distillery, we are able to
sell the spent grains to dalry farms after the alcohol is distilled. Spent grain stlli
has nutritional value and practically zero waste.

The distlllery was desighed 80 we could produce enough product In the winter
monthe to shut down for the summer months, thus wa can farm In the summer
and distif in the winter. In addition, this allows us 1o malntain employment for
our workers year-round. The distillery Is capable of produsing 10,000 cases of
12 bottles each of spirits per month. | belleve Frey Ranch distillery has the
largest production capacity of any distillery on the West Coast, We have a
one-of-a-kind Vendomea still, that Is capable of making any spirit In the manner it
was Intended. Our whiskey, vodks and gin ars produced 100 percent by our
own grown crops. This praduces a truly unlque, 100 percent Nevada product,

Wo have baen able to overcome obstacles that many farms face, and our goal Is
to create a high quality product that can be distributed nationally, also alding
Nevada’s economy. With legisiative assistance, Frey Ranch Estate Distillery can
be a national brand, making Nevada a household name.

Ray Bacon {Nevada Manufacturers Assocliation):

| spent many yeare of my career at Bently Nevads and can atiest that the ofd
mill building and silos had become infested with varlous vermin. } had personal
dealings with the owner who was deciding whathar to tear the bulldings down.
Instead, the owner decided to spend the necessary money to clean up the
structures In hapes it would be something historic and useful,
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From an economic development standpoint, the Freys helped contribute to the
diversification of Nevada's economy, along with the slectronics company that
started with 3 employees, and grew to employ over 1,000 when it was soid.
The Freys are now using their agricultural products to manufacture additional
products.

George Racz {Owner, Las Vegas Distillery, LLC):

1 wrote the draft for what bacame A.B. No. 1563 of the 77th Leglslative Sesslon.
That hill has helpad my family and many others to start the distilling industry in
Nevads. During the last 4 years, we have had more than 20,000 visitors, Our
distillery produced the first Nevade-made bourbon, named Nevada 1 80, to honor
and celebrate WNevada's 1B0th anniversary. Within the last 2 vyears,
four distilieries opened in northern Nevada for a total of five distilierlas. it is
amazing to have Bently join the Industry. Senate Bill 248 gives our industry
batter opportunities to grow and succeed.

Tom Adams [President, Seven Troughs Distilling Company, LLC}:

Here are some facts from the microbrewer perspective since the passage of
A.B, No. 153 of the 77th Legislative Session, As of this past year, there are
five operating distillerles in Nevada, Seven Troughs was able to hire
two full-time employees. Distribution has been gained throughout Nevada and
into Californla. Seven Troughs has over 100 reteill accounts. Last year our
distillery consumed 30 tons of Nevada grown grain from Winnemucca Ranch,
Frey Ranch and Bently Ranch. We will consume 50 tons this year. Nevada
distilleries have proven they can make outstanding products.

Seven Troughs has made significant support to local charities. Senate Bill 248
will sllow distilleries to donste to more local cherities and nonprofit
organizations, We offer support through donation of goods and 8 royalty
program to raise funds for the Reno Rodeo Association's Legacy Vodka Project.
We provide direct asslstance fo the Boys and Girls Clubs of Western Nevada,
Care Chest of Sierra Nevada, Veterans Guest House, Reno Rodeo Asgoclation
and maore,

Despite the small successas the distilleries have had, S.B. 248 would have a
significant impact to help our industry grow and flourish. Tasting rooms are very
important for the public to see and taste what we manufacture. Our tasting
room sales are approximately four times higher than the ssales to our
100 statewide distributor accounts. Customers want a conneetion to the
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process and like that the product |s made locaily. Limiting the number of bottle
sales In the tasting room causes us a loss of revenue. We can only sell
two bottles per month to any parson, resulting in unsatisfied customars.

Our most effective marketing comes through direct interaction with our
customers, We do not have large marketing budgets. We reach customers
through charfty and special events. The oifsite privileges permitted by S.B. 248
would allow distilleries to grow sush interactions by attending farmers markets,
spacial events, sporting events and charity events, which wili cultivato hrand
recognition and ionger suatainahle sales growth.

Kimherly Surratt (Sponsor Chair, Reno Rodeo Association):

We are the bensficiaries of a project with Seven Troughs Distillery Company,
We created the Reno Rodep Legacy Vodka project. Senate Bill 248 Is very
Important and beneficlal for us. The Renc Rodeo began in 1919 and Is quickly
coming to its 100-year anniversary, Wa are landiocked In our current Jocation.
Except for bad weather days, the rodes has a sallout crowd every night, We are
in desperate need for expansion, and the Legacy project is for that purpose.
Without expansion our econemic impact on the community s $57,391,643
from non-locals who come to Reno specifically to see the rodeo. We are a
nonprofit organization, with only three pald employess paid through our
foundation dollars. Total employment impact from the visitor expenditures is
862 full-time jobs supported for one year by the Reno Rodeo Association and
Foundation. Please note the doliar flgures listed do not include the economic
impact from residents.

For contributions to the Legacy Vodka project, our partner, Seven Troughs
Distiflery, Is limited on the amount of sales and charitable Intaractions, With the
passage of 5.B, 248, there could be taste testing on the grounds at the rodeo,
and the bensfit to the rodeo would grow dramatioally. Our expansion project Is
budgeted at $60 million, growing from 30-40 acres to over 100 acres, which
will double or triple our econemlic impact to the community. We are modeling
our vodka project after the Pendleton whiskey project, which is tled to the
Pendieton Round-Up, a rodeo located in Pendleton, Oragoh, The Pend!aton
project is immenssly suscessful. The Reno Rodeo can be just as successful, The
Reno Rodeo is able to purchase aloohol for use at a party at the Natlonal Finals
Rodeo in Las Vegas. We had hundreds of spectators that attended the National
Finals Rodeo who statad they wanted to purchase the brand of vodka suppliad
&t the party, but were unable to do so at the rodeo.
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Chris Shanks (Co-Owner, The Depot Craft Brewery Distillery):

We are the first comblined craft brewery and distillery in Nevada. We support
S.B. 246 for the same reasons as the other testifiers have stated. We have
75 employees and ere a full-sarvice restaurant, craft brewery and craft distlllery,
located in the historic Nevada-Callfornia-Oregon Railway depot in downtown
Reno. We spent over $4 milllon renovating our property, Assembiy Bill No, 163
of the 77th Legislative Session was a great first step to diversify our economy.

Reno has many older industrial bulldings, warahousas and mills that would need
to ba demolished without the distiflery industry. Being able to sell more boitles
on the premizes and additiona! locations would allow us to pay back our Initial
capital investment quicker and help us realize a better RO Senate Bill 246 helps
us expand and grow to a fuli-fledged distiilery.

Lisa Granahan (Economic Vitality Manager, Douglas County):

The local government perspective is important. During the 77th Legisiative
Session, Douglas County supported A.B. 183 to allow distilleries. Subsequently,
in 2014, Douglas County allowed large and small craft food and beverage
production In commarcial and tourist zoning areas. The result is a rehabilitation
of the former historic mili building in downtown Minden. The muitimiiiion dollar
project is in the design review staga, One core value of the sconomic vitality
program is creating a distinctive downtown area where residents and tourists
want to visit to experfence local culsine, shopping and tasting the wares of the
distillery, which they can purchase, share with friends and family, encouraging a
desire 1o return,

Douglas County has worked hard to diversify the industries and economy so we
are not as dependent on geming and construction. Senate Bill 248 furthers
manufacturing export opportunities and enables the sale of locally made spirits,
creating additional reasons 1o attract more visiters, and contributing to the
success of our eateries and retall shops, Douglas County supports 8,B. 248 as a
step towerds furthering our economic vitafity. 1 am submitting my written
testimony (Exhibit E}.

Alfredo Alonsc {Southern Wine and Spirits; Nevada Beor Wholesalers
Assoclation);

Our goal is for a balance in terms of how liquor is produced and sold, as well as

proper tax collection and enforcement of that balarice. There has been

gignificant growth In the small sectors of the distiling industry. Limits on the
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number of bottles sold to any individual vary in different states. Some states
only allow tha sale of one bottle per customer; cther states allow more than
two. This is largely depandent on the ability of & state’s enfercament.

We applaud enyone coming to Nevada to start production of distllled spirits;
however, we oppose S.8. 248, One concern is the cost of Nevada's
enforcement abillty. With respect to the bill, wa do not have concerns with
exportation, unless the Industry size of craft distilling takes the place of a
standard distllery. The initlal goal was to have craft distilling be a smallar ler,
Anothar concern is the definition of a taste, or sample. if you change & taste
from two fiuld ounces 1o an unfimited amount, it is no longer a sample. These
are distilled spirits and can be very potent, If a customer samplas five or
six different bottles at an ounce per shot, thera is a significant concern.

We are also concerned about customers being able to purchase a case of spirits
per day. This amount Is drastically more than two bottles per month. Regarding
the transfer of bulk neutral spirits, it is Important that the recipient distillery he
properly licensed and any resulting sales be taxed appropristaly. Distilled spirits
are not beer or wina; therefore, our concern is whether & case size should be
six or twelve bottles,

Jesse Wadhams (Wirtz Beverage):

I acho the comments of Mr, Alenso. We oppese §.B. 248, however we ars
willing to work with the proponents to find a mutuslly beneficlal agreement.
One concern is that craft distilieries are requesting to export and sell a total of
70,000 cases per year. Keep In mind that Jack Deniels In Las Veges sells
92,000 cases per year. Do we want our oraft distilleries to be 75 percent of the
size of America’s most populer whiskey brand?

Kelth Lee (Distilled Spirite Council of the United States):

We agree with the camments and concerns of Mr, Alonso and Mr. Wadhams,
While recognizing the nead for entreprensurs, we support the three-tier rule, Our
market share Increases with the addition of different spirits, but it needs to be
accomplished wisely. | will also be working with the proponents of 5.B. 246 to
determine if we can egree on the language.
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Senator Farley:

Do distilieries need & liquor license to dispense tasting samples? How much
does a distillery make on salas per bottle from their premises versus selling
through the distribution process?

Mr. Alonso:
It is not more expensive for a distillery to sell through a wholagaler,

Senator Farley: .
Would | make more money selling a bottle of spirits from my premises than If |
sold it through distribution?

Mr. Alonso:

Yes, you would make more monsy selling a bottle from your distillery. Our
concermn is keeping tabs on what Is actually sold so the State does not lose out
on the taxes. We are worried about those distillaries not following the rules.

Senator Manendo:
Depending on tasting size limits, If a consumer has too much to drink, then has
a car accident after leaving the distillery, Is there any liability on the distlllery?

Senator Farley:
Any distillery or winery should be responsible enough to know if someong has
had too much to drink, that individua! should not be served additional alcohol.

Chair Settelmeyer: .
| will now close the hearing on S.B. 248 and open the hearing on 8,8, 283,

SENATE BILL 253: Enacts provislons governing the sale of guaranteed asset
protection walvers, (BDR §7-795)

Senator Patvicia Farley (Senatorial Distrlct No. 8):

} would like to present §.B. 263 to enact guaranteed asset protection (GAP)
waivers. A GAP walver may be referred to as debt cancellation agreement, Auto
Insurance typically provides enough protaction to cover casts of repair or
replacement on a vehicle that Is damaged or stolen. However, if the cash value
Is lass than an Individual owes on his or her loan, this gap In amounts ls not
covared by insurance policies, Hence, if that individual had purchased a GAP
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waiver, tho auto creditor will waive some or all of the loan halanca, after
Insurance coverage.

Sections 3-14 of S.B. 253 provide definitions of terms, Section 186 provides thet
marketing, lssuance, sale and adminlstration of GAP waslvers are not subject to
the provisions of Nevada's insurance codes, except for those provisions giving
the Commissaloner of Insurance authority to regulate, investigate and conduct
hearings on violations of the law. Additionally, this sectlon states that GAP
walivers do not apply to debt cancellation or suspension agreements regutated
by federal laws or policles of insurance. Ssection 17 prohiblts a creditor who
solls GAP walvers from including the words “In the name of the business” that
could Indicate the creditor Is not the insured. . These words Include insurance,
casualty, surety and mutual.

Section 18 of S.B. 253 authorizes a creditor to sell 8 GAP waivar to a borrower
owing monay to that creditor pursuant to a finance agreement. The cost of the
GAP waiver must be separately stated as a part of the amount financed and can
be paid for with ona lJump payment or in Installments. Section 19 prohibits a
creditor from requiring the purchase of a GAP waiver as a condition of credit
approval or terms of the sale. Sectlon 20 requires certain Information to be
disclosed In the GAP waiver, The free-look period is addressed in sectlon 21,
allowing a consumer & minimum of 30 days to cancel the GAP walver for soms,
or alt, of the amount as a refund.

Section 22 of 5.B. 253 requires a retall car dealer to purchase a contractual
liahllity insurance policy that insures the obllgation of each GAP waiver.
Section 24 requires a creditor to meke records of GAP walvers avallable to the
Commissioner of Insurance for compllance checks and enforaement of rules and
regulations, If necessary, A GAP waiver is not Insurance; it is a debt waiver.
Autc dealers must acquire Insuranca to insura the obligation of each GAP
walver; however, tha GAP walver 18 not an insurance policy for the consumer.

Josse Wadhams {Guaranteed Assat Protection Alilance}:

Senate Bl 253 will standardize the sale of GAP waivers, Debt cancellation Is
between two parties, the creditor and an individual, agreeing to waive any debt
collection if the proceeds from an insurence company do not cover the full
balance on a loan. An important component of this bill is that it will add more
consumer protection,
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Tyre Gray:
| agree with all statements from Senator Farley and Mr, Wadhams, extend my
support of 5.B 253 and am availeble to angwer any guastions.

Senator Atkinson:
Whom exactly is this contract between?

Mr. Wadhams:
The contract for a GAP waiver is between the creditor giving the person a loan
and the individual financing a vehicle.

Senator Atkinson:
ls & GAP waiver the same as GAP Insurance?

Mr. Wadhams:

A GAP waiver is a waiver agalnst collecting on a debt. |t ls a debt cancellation
for the amount of monegy remaining on a debt that was not paid by an Insurance
policy. There is still GAP insurance avallable, which is regulated under Nevada
Administrative Code 621C,

Senator Atkinson:

Suppose | have an accldent in my vehicle, which is totaled, end Kelloy Blue
Book says my car is worth $16,000, but [ owes $25,000. if | have purchased
GAP coverage, is It Insurance? What doss $,B, 263 change?

ir. Gray:

Insurance is a third-party contract, A GAP walver is only between the creditor
and the debtor. The creditors walve their right to collect a portion of the debt
not covered by the debtor’'s Insurance company,

Senator Atkinson:
Wa already have this law in effect, What is S.B, 263 changing or adding?

Mr. Wadhams:

Senate Bill 263 is an attempt to put together & model act for GAP products to
provide a standard methodology for offering them that wil provide appropriate
terms and conditions and appropriate consumer protections.
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Senator Atkinson:
What makes a GAP waiver different from GAP insurance? Arp laws not ¢lear?

Mr, Wadhams:
Some of the confusion is in the sale of GAP products, We are attempting o
maka sure the process lg standardized with clear, understandable rules.

Seaator Harris;
What form does a GAP walver coma in? s it a cartificate? How can a consumer
‘nrove they purchased & GAP weiver? Does it ensure consumer protection?

Mr. Wadhams: ) .
Senate Bill 263 will make clear rulas on the offering of GAP products. There is
typically & pamphlet or set of instructions which will clerify language such as
the free-look perlod or disclosures that this is an optional product. The other
component is the GAP waiver becomes part of the finance agresmant.
Therefore, the tarms are included within the finance agreement.

Senator Harris:

With the variety of products offered, how are we protecting the consumer? Will
a consumer's cradit be protecied if there is a deficient amount owed to the
areditor?

Mr. Wadhams:

Senste Bill 263 provides for consumer protection by clarifying there be an
adminlgtrator backing the GAP products and providing appropriate record
keeping. Documentsation would follow the loan paperwork to each successive
- lender; therefore, each lender would fnow a GAP walver axists.

Senator Spearman:
If & consumer purchases GAP coverage then determines the coveraga is not
neaded, Is a refund availabie?

Mr. Wadhams:

There are different products available, Some products are cangallable; some are
not. There are options such as a 30-day fres-look perlod, which offers a full
refund, Refund options are disclosed at the Inftial trensaction,
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Senator Spearman:
ls a GAP walver rolled into the life of the loan? Does it include Interast?

Mr. Wadhams:

A GAP walver is included In the financlal agresment that can have Interest
accrued. It is Important to note that for consumer protection, there must be a
disclosure thet GAP walvers are optional, and the consumer Is not obligated to
purchase & GAP walver.

Senator Hatdy:

Since this ls not consldered an insurance produet, is there any modei act from
the National Conference of Insurance Legislators? You mentioned a model act,
Are you implying other states are selling GAP walvars now or will be selling, so
wa have footsteps to follow? What Is the amount of risk the creditor Is taking
since no one is paying the deficiency value? Does 5.8, 2563 apply to other GAP
waivers besides vehioles?

Mr. Wadhams:

Thare Is & cost to GAP walvers. A creditor would build any cost into the finance
agreement. Should there be any deficlency In the loan amount, the loan would
be marked “pald in full.”

Senator Hardy:
Does the custorner know the cost of the GAP waiver?

Mr. Wadhams:

Yas, a customer knows the cost of a GAP waliver before agresing to purchase
it. Tha cost of the GAP walver Is not for the full amount of any possible
deficiency, but a smaller amount.

Senator Hardy:
What is the cost of a GAP waiver?

Nir, Wadhams:
The avsileble products vary. A GAP walver can range in price from a few
hundred dollars ta several hundreds of dollars,

Senator Hardy:
Would this apply to a leased vehicle?
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Mr, Wadhams:
Yes, you can purchase GAP waivers for leased vehiclas,

Senator Hardy:
Does the consurmer pay the creditor for 8 GAP walver?

Senator Farley:

As en example, | agree to purchase a vehicle for $23,000, | agree to pay an
additional 1,200 for a GAP walver, which hecomes part of the financial
agreement. If | wrack my vehicle and my auto insurance does not cover the
total amount due on the loan, the creditor forgives the balance, and | owe
nothing further, Thare is no fighting between lenders and insurance companies
for any balance of money.

Senator Hardy:
Is this & modal act now, or are you trying to start & modal act?

Mr. Wadhams:

The Guaranteed Asset Protection Alliance is an alliance of various vendors of
GAP products, This model act Is thelr trade organization attempting to
standardize the selling of this product throughout the United States. There are
47 states moving towards this model language.

Senator Hardy:
Is thia language modeled after something else that worked?

M, Wadhams:
Yes, the bill uses proven modeal language.

Senator Atkinson:

Are there multiple GAP products? Why are we adding additional product to what
axists? Did the Attorney Gansral {AG) and Insurance Comrnissioner issue
opinions referencing this product as Insurance? Should GAP products be
regulated under insurence laws?

Mir. Wadhams:
There has been some dispute between the AG and Division of insurance as to
whether this should be regulated as insurance. Senats Bill 263 Is attempting to
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clarify the two-party situation between a creditor and a borrower, The GAP
product is not insurance because there sre only two parties to that agreement,

Dan Wulz (Lagal Aid Center of Southern Nevada, Inc.):

I am confused as to why S.B. 2B3 Is necessary, and | am In opposition to this
bilt, Car dealers are alroady able to make deals with buyers, The proponents are
saying that en Insurance-like sontract is not Insurance, therefore not belng
bound by law. The AG has stated that a similar contract “Is” insurancs. It is not
good policy to create a hew category of an insurance-lke contract that ia not
subjact to Insurance laws.

When a contract has no known value and is sold on credit, it dops not help the
sconomy. Conservative principles should dictate great care and skeapticism In
the creation of such exotic contracts. | am curiaus to know how many cars, per
thousand, are totaled In an accident or an unrecovered theft, as a GAP walver
acts like Insurance against a very remote event, Senate Bill 263 is oreating a
consumer product that no consumer has requestad, which operatas exactly like
GAP insurance. it is not wise to endorse the sale of a contract that has no
known value at an unknown price, as well as being exempt from our insurance
{aws,

| have prepared testimony and exhibits from my testimony on A.B. No 88 of the
771h Legislative Segsion (Exhibit F), Tha points made during this hearing were
that for similar products, consumars do not know they have purchased such a
product, or are lad to believe the product is not optional. If the product is not
insurance, then consumers are not protected,

We have no way 1o determine if GAP waivers are grossly over-priced, and have
no way to regulate the pricing. Simllar contragts written to date are
incomprehensible. There are some samples within Exhibit £, These contracts
contain binding, mandatory arbitration clauses, which strip consumers of rights
and remedies, GAP products are subject to discriminatory pricing since
consumers cannot determine their value.

To clarify exactly what a creditor would walve In a GAP walver, $.B. 263 does
not state the creditor will waiva the remaining balance, Section 10 states the
craditor agrees to waive part or all of a remaining balance. The ereditor chooses
10 write the contract that only makes them waive part of a remaining balance.
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Mr Sasser: )

| agree with Mr. Wulz and am In opposition to $.B, 253. | would fike to point
out that with regards to the model act that has been tested In 47 states, there
are no facts stating if any of these atates have actually pessed the aoct or have
any experience with It. There are no guarentees of consumer protections, The
only difference | hear Is that a GAP walver is between two parties instaad of

three,

Jim Wadhams:

There is a big difference between insurance coverage and financing agrsements,
Financing companies are not Insurance companies, and each s reguiated
differently. Insurance laws are in statutes and remain unchanged, There Is no
AG opinion; in fact, there are conflicting opinlons of the office of the
Commissloner of Insurance. Finance companies are not regulated the same as
insurance companies,

Chair Settelmayer;
I will close the hearing on 8.B. 283, and open tha wark sesaion on 8.8, 159,

SENATE BILL 159: Revises provisions relating to insurance. {BDR 67-828)

Wasjl Paslov Thomas (Pollcy Analyst):
I will read the summary af the bill from the work sassion document (Exhibit G).

There are no propesad amendments.

Chair Settelmeyer:
As there Is no discussion, | will now close the work session on 3,B, 1568,

SENATOR HARDY MOVED TO DO PASS §.B, 169,

SENATOR FARLEY SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY.

EE R R B

Chalr Settelmayer:
| will now opan tha wark session on S.8. 181,

022

FID0141




Senats Comimittee on Commerce, Labor and Energy
March 186, 201D
Page 23

SENATE BiLL. 181: Provides for the licensure of certifled anesthesiology
asslstants. (BDR 64-240)

Ms. Paslov Thomas:

Plaase note there is an additional amendment, submitied by Senator Hardy. |
will read the summary of the bill from the work session decument and
five proposed amendments {Exhibit H).

Chair Settelmevyer:
As there is no discussion, | will now close the work session on $.8. 181.

SENATOR SPEARMAN MOVED TQO AMEND WITH ALL THE PROPOSED
AMENDMENTS AND DO PASS AS AMENDED 5.8, 181,

SENATOR ATKINSON SECONDED THE MOTION,.

THE MOTION PASSED UNANIMOUSLY,

FHhawen

Chalr Settalmayer:
{ will now open the work session on 5.8, 233,

SENATE BILL 233: Revisas provisions relating to occupational safety. (BPR B3-
990)

Ms. Paslov Thomas!
| will read the sumimary of the bill from the work session document and

wwo proposed emendments (Exhibit 1),

Chair Settelmeyer:
The Committee agrees this bill is not problematic. The testimony raceived by the

proponents was they would rather formulate their own training, which allows
them to speclalize such training.
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Senator Atkinson:

| was approachad by an individual who has concerns regarding this bill. | am
honoring my commitment, but advising you that this individual will follow up

with you shortly,

Chair Settelmeyern:
| will now close the work session on §,B, 233,

SENATOR HARDY MOVED TO AMEND AND DO PASS AS AMENDED

SENATOR ATKINSON SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY.

LA ES X3

Chair Setteimeyer:
I will now open the work session on A.B, 78,

ASSEMBLY BILL 75: Revises provisions governing certaln proposad changas in
the sohedule of rates or services of a public utility. (BDR 58-351)

Ms, Paslov Thomas:
1 will read the summary of the bill from the work session document {Exhibit J}.
There are no proposed amendments,

Chair Settelmeyer:
As there is no discussion, | will now close the work session on A.B. 75,

SENATOR HARDY MOVED TO DO PASS A.B, 786.
SENATOR SPEARMAN SECONDED THE MOTION.

THE MOTION PASSED UNANIMOUSLY,

LR RN X
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Chair Settelmeyer:
| will now ppen the work session on A.B, 154.

ASSEMBLY BILL 154: Makes varlous changes to the Nevada Employment
Security Councll. {BDR 53-663)

Ms. Paslov Thomas:
| will read the summary of the blll from the work session document "(Exhibit K).
There are no proposed amendments.

Chair Settelmevyer;
Asg there I8 no discussion, | will now ¢loge the work session on A.B, 164,

SENATOR HARRIS MOVED TO DO PASS A.B.154,

SENATOR SETTELMEYER SECONDED THE MOTION.
THE MOTION PASSED UNANIMOUSLY.

LR X R &

Chair Settelmayer: )
| will now open the work session on 8.B. 123, The work session docdmentation
is submitted (Exhibit L).

SENATE BiLL 123; Raevises provisions govering certain loans. (BDR 52-634)

Chalr Settelmeyer:

Discussion on S,B. 123 regarded the right for remedy at law, Everyone should
have @ remedy at law 5o a person does not look for his or her own remedy.
Clarification by legal counsel Indicated there might be an ability for remedy at
law already, which would result in S.B. 123 not being necessary. For final
clarification, do Individuals have a right to their Initial loan? Can an individual go
to court to acquire their original loan?

Dan Yu {Gounsel):

Based on my review of NRS 604,480, the lender of a deferred deposit loan or
high-interest loan can seek aocess to court as a romady at law for an
outstanding or defaulted original loan. Subsection 2 of NRS 604.480 pertains to
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treadmill, or cycle of debt referencing a second loan for purposes of paying back
an eriginal loan,

Chair Settelmevyern:
WIth dlarification from counsel, it |s determined that S.8. 123 Is no longer
refevant, | will now close the work session on 5.B. 123,

SENATOR ATKINSON MOVED TO POSTPONE INDEFINITELY 8.8, 123.

SENATOR HARRIS SECONDED THE MOTICN.

THE MOTION PASSED UNANIMOUSLY,

*K ¥ Ex

Chair Setteimayer:
I will now open the work session on 5.8, 113.

SENATE BILL 113: Revises provisions relating to Insurance. (BDR §7-680)

Ms. Paslov Thomas:
| will read the summary of the bil from the work session document and

three proposed amendments (Exhibit M},

Senator Atklnson:
| have not had many lssues resclved on S.B, 113. | am not In favor of this blll,

yet | reserve my right to change my vote if the proponents can clarify the
issues. | have major concerns with this bill.

Senator Spearman:

| have had the opportunity to speak with a few individuals; however, my
goncerns are with the religious implicatlons. | oppose the bill, vet reserve the
right to change my vote on the floor.

Chair Settalmayer:
| will now close the work sesslon on §.8. 113,

SENATOR HARDY MOVED TO AMEND AND DO PASS AS AMENDED
S.B 113
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SENATOR SETTELMEYER SECONDED THE MOTION.

THE MOTION PASSED. (SENATORS ATKINSON, MANENDO AND
SPEARMAN VOTED NO,)

FEERE

Chair Settelmeyer:
With no further business, the meeting is adjourned at 10:456 a.m,

RESPECTFULLY SUBMITTED:

Renee Fletcher,
Committaee Secretary

APPROVED BY: |

Sanator James A, Settelmeyer, Chair

DATE:
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EXHIBIT SUMMARY
BHI Exhibit |Witness or Agency Description
A |2 Agenda
B |6 Attendance Roster
5,8, 242 | C |3 George Burns Written Tastimony
S.B, 248 | D |22 |Susan Carbiener Slide Presentation
S.B8.248 [ E Lisa Granahan Written Testimony
Written Testimony and
5.5.253 | F (37 |Dan Wz Etiative Session an
A.B. B8
s.B. 189 | G |1 Marji Paslov Thomas Work Sesslon Decument
8.8, 181 | H {8  |Mer]i Paslov Thomas Work Sesslon Dooument
8B.233 | ) 1 Marji Paslov Thomas Wark Session Document
AB. 76 J Marji Pasiov Thomas Waork Session Degument
A.B, 154 | K |1 Morji Paslov Thomas Work Session Document
5.B.123 | L {1 |Chair James A. Settelmeyer |Work Session Document
S.B. 113 | M |2 {Marji Paslov Thomas Work Session Document
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BREF :
ADAM PAUL LAXALT . Z%Awu——-
Attorney General % i

DAVID POPE’ #8617 CLERK OF THE COURT
Senior Deputy Attomey General

CHRISTOPHER ECCLES, #9798

Deputy Attorney General

555 East Washington Avenue, Suite 3800

Las Vegas, Nevada 89101
Telephone: (702) 486-3105
Facsimile: (702) 486-3416
E-Mail: cegcles@aa.nv.gov
Attorneys for the Defendant

EIGHTH JUDICIAL DISTRICT COURT
CLARK COUNTY, NEVADA

In Re The Joint Petition of: Case No.: A-15-720959-C

DOLLAR LOAN CENTER, LLC, a domestic
limited-liability company,

Dept. No.: X1l

OPENING BRIEF IN SUPPORT OF
THE POSITION OF THE FINANCIAL
INSTITUTIONS DIVISION

Plaintiff,
V3.
STATE OF NEVADA, DEPARTMENT OF
BUSINESS AND INDUSTRY, FINANCIAL
INSTITUTIONS DIVISION,

Defendant.

R e T e g

The Financial Institutions Division, Department of Business and Industry, State of
Nevada (Division), through legal counsel Adam Paul Laxalt, Attorney General of Nevada,

David Pope, Senior Deputy Attomey General and Christopher Eccles, Deputy Atiorney
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General, submits this Opening Brief in Support of the Position of the Financial Institutions
Division.
Dated this 13" day of October, 2015.

ADAM PAUL LAXALT
Attorney General

By: _ /s/ Christopher Eccles
CHRISTOPHER ECCLES
Deputy Attorney General
DAVID POPE
Senior Deputy Attorney General
Attomeys for the Defendants
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MEMORANDUM OF POINTS AND AUTHORITIES
. ISSUE TO BE DETERMINED

Is the prohibition against civil actions or alternative dispute resolution in NRS
604A.480(2)(f) applicable to a new deferred deposit foan or high-interest loan made pursuant
to NRS 604A.480(2) to pay the balance of an outstanding loan, or does it only limit actions to
collect on the outstanding loan?’

I LEGAL ANALYSIS

NRS Chapter 604A regulates short-term loans in Nevada. The chapter reguiates three
forms of loans: deferred deposit loans, high-interest loans, and title loans.? A deferred deposit
loan is a transaction in which the customer provides the licensee® with a check or
authorization for electronic transfer of funds on a future date in exchange for immediate
receipt of a lesser sum of money from the licensee.* A high-interest loan is a loan which has
single or multiple installments and charges more than 40 percent in annual interest rate.’ The
original loan term of a deferred deposit foan or high-interest loan usually does not exceed 35
days.®

Further, the licensee cannot extend either type of loan contract beyond 90 days from '
the date of exacution of the loan contract.” A high-interest loan may be made for a period of |
90 days as long as it requires fully amortized instaliments, is not subject to extension, and

does not contain a balloon payment.®

NRS 604A.480 reads in full as follows:

! See Attorney General Opinion dated October 30, 2012, attached hereto as Exhibit 1.

2 For the purposas of this analysis, title loans are not relevant.

* NRS 604A.075 (Licensee means any person who has been issued one or more licenses to operate a check-
cashing service, deferred deposit loan service, high-interest loan service or title Joan service pursuant to the
provisions of this chapter).

* NRS 804A.050.

® NRS 604A.0703.

® NRS 604A.408(1).

7 NRS 604A.408(3) {“Notwithstanding the provisions of NRS 604A.480, a licenses shall not agree to establish or
extend the period for the repayment, renewal, refinancing or consolidation of an outstanding deferred deposit

loan or high-interest loan for a period that exceeds 90 days after the date of origination of the loan.”).
® NRS 604A.408(2).
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1. Except as otherwise provided in subsection 2, if a customer
agrees in writing to establish or extend the period for the
repayment, renewal, refinancing or consolidation of an
outstanding loan by using the proceeds of a pew deferred
deposit loan or high-interest loan to pay the balance of the
outstanding loan, the licensee shall not establish or extend
the period beyond 60 days after the expiration of the initial
loan period. The licensee shall not add any unpaid interest or
other charges accrued during the original term of the
outstanding loan or any extension of the outstanding loan to the
principal amount of the new deferred deposit foan or high-
interest loan.

2. This section does not apply to a new deferred deposit loan
or high-interest loan if the licensée:

(a) Makes the new deferred deposit loan or high-interest loan
to a customer pursuant to a loan agreement which, under
its origihal terms:

(1) Charges an annual percentage rate of less than 200
percent;

(2) Requires the customer to make a payment on the loan
at least once every 30 days;

(3) Requires the loan to be paid in full in not less than 150
days; and

(4) Provides that interest does not accrue on the loan at
the annual percentage rate set forth in the loan
agreement after the date of maturity of the loan;

(b) Performs a credit check of the customer with a major
consumer reporting agency before making the loan;

(¢) Reports information relating to the loan experience of the
customer to a major consumer reporting agency,;

(d) Gives the customer the right to rescind the new deferred
deposit loan or high-interest loan within 5 days after the
loan is made without charging the customer any fee for
rescinding the loan,

(e) Participates in good faith with a counseling agency that is:
(1) Accredited by the Council on Accreditation of Services
for Families and Children, Inc., or its successor
organization; and
(2) A member of the National Foundation for Credit
Counseling, or its successor organization; and
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(f) Does not commence any civil action or process of
alternative dispute resolution on a defaulted lfoan or
any extension or repayment plan thereof.

(Emphasis added).

The first subsection establishes the rule that a licensee can only extend a deferred
deposit loan or high-interest loan through the proceeds of a new® deferred deposit loan or
high-interest loan for an additional 60 days beyond the term of the original loan.® The
limitation on the term of deferred deposit and high-interest loans thus protects customers from
falling into a cycle of debt.

The second section establishes that the restrictions set forth in NRS 604A.480(1) do
not apply if the licensee satisfies all of the applicable requirements. Among them, subsection
2(f) prohibits the licensee from commencing any civil action. It bars a licensee from
commencing any civil action or process of altemative dispute resolution “on a defaulted [oan
or any extension or repayment plan thereof.”"  The question is whether this language bars
collection only of the outstanding loan, or collection of both the outstanding loan and the new
loan used to pay the balance of the outstanding loan.

On December 10, 2009, the Division issued a Declaratory Order and Advisory Opinion
Regarding Mandatory Disclosures for Loans Made Pursuant to NRS 604A.480."* In it, the
Division concluded that NRS 604A.480 bars collection action on any loan, new or
outstanding.”™  Deference is given to an interpretation of the agency charged with
administering a statute, in this case the Division.” The Division's interpretation is reasonable

in light of the plain language.

® NRS 604A.480(1).

1 NRS 804A.480(1) The term "new deferred deposit or high-interest loan” as used herein and in the statute
means the source of proceeds for “the repayment, renewal, refinancing or consolidation of an outstanding
Ipan .. .."

" NRS 604A.480(2)(f).

2. advisory Opinion, attached hereto as Exhibit 2.

% 4, at 7, lines 3-6.

" See mid Lake Paiute Tribe of Indians v. Washoe County, 112 Nev, 743, 747-48, 918 P.2d 697, 700
{1996) {(*An agency charged with the duty of administrating an act is impliedly clothed with power to construe
it as a necessary precedent to administrative action. Further, great deference should be given to the
[administrative] agency's interpretation when it is within the language of the statute”) {internal citations and
quotation marks omitted). ‘
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If a statute is clear and unambiguous, this court gives effect to the plain and ordinary

meaning of the statute's language.””

in this case, the statute provides that a licensee who
utilizes the exception in section 2 may not commence a ¢ivil action or process of alternative
dispute resolution “on a defaulted loan or any extension or repayment plan thereof.""® The
statute does not confine the prohibition to the ocutstanding loan; it applies to “a defaulted loan
or any extension or repayment plan thereof.” The bar reasonably applies to both an
outstanding loan and a new loan used to pay the balance on an outstanding loan. Therefore,
on its face, the statute is clear and there is no occasion for statutory construction. “[Wlhere
there is no ambiguity in a statute, there is no opportunity for judicial construction and the law
must be followed regardiess of resuilt.”"’

Even if ambiguity did exist and construction was necessary, canons of statutory
construction would require the same result. Statutes should be construed “in line with what
reason and public policy would Indicate the legistature intended."'®

Here, a main goal of NRS Chapter 604A was to stop lending abuses that locked
customers into a cycle of debt, often referred to as the "debt treadmill.” This problem occurs
when a customer who is unable to repay the original loan either continues to make interest-
only payments just to keep the loan current, or takes out another larger loan to pay the
principal and interest incurred from the first loan. The result is a cycle of debt in which the

customer becomes trapped.'®

15 Waestern Sur, Co. v, ADCO Credit, Ing,, 127 Nev. __, __, 251 P.3d 714, 716 (Adv, Op. 8, March 17, 2011).

% NRS 604A.480(2)(f).

7 Krahn v, State, Dep't of Motor Vehicles and Pub. Safsty, 108 Nev. 10156, 1016, 842 P.2d 728, 729 (1982)
(internal citations omitted). See also Washoe County v. Baier, 75 Nev. 335, 338, 340 P.2d 1003, 1004
(1959) ("We shall not, then, permit a resort to legislative hislory for the purpose of rendering ambiguous that
which otherwise appears to be both clear and reasonable”).

% Bacher v, State Eng'r, 122 Nev. 1110, 1117, 146 P.3d 793, 798 (2006) (internal citation marks omitted}.

19 Hearing on A.B. 384 Before the Assembly Committee on Commerce and Labor, 2005 Leg., 73rd Sess. 46
(April 6, 2006).
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Removing the ability to pursue civil action and altemative dispute resolution is
reasonably related to the legitimate purpose of ensuring that licensees make loans in
amounts and under terms the customer can repay.®
IV. CONCLUSION

The prohibition against civil suits or alternative dispute resolution under
NRS 604A.480(2)(f) is applicable to all loans made pursuant to NRS 604A.480(2). It applies
fo both an outstanding 10an as well as a new loan the proceeds of which are used to extend
the “repayment, renewal, refinancing or consolldation of an outstanding loan” as stated in
NRS 604A.480(1). All loans made pursuant to this section must comply with all of the
requirements under subsection (2), including walving the ability to pursue civil action or
alternative dispute resoiution procedures if the customer defaults.

Dated this 13™ day of October, 2015,

ADAM PAUL LAXALT
Attormey General

By: _{s/ Christopher Eccles
CHRISTCPHER ECCLES
Deputy Attorney General
DAVID POPE
Senior Deputy Attorney General
Attormeys for the Defendants

2 gilver State Elec. Supply Co. v. State ex rel, Dep't of ion, 123 Nev. 80, 84, 157 P.3d 710, 712 (2007)
(“When a party contends that a statute violates its equal protection rights but does not allege the involvemant of
a suspect class or fundamental right, the statute Is constitutional If the classification scheme created by that
statute Is rationally related to furthering a legitimate state interest’); Cf. Guralnick v. Sup. Ct. of New Jersey, 747
F. Supp. 1108 (D.N.J.,1990) (Compuisory attorney fee arbltration system does not unconstitutionally impalr
attorneys’ contractual rights; impairment of attorney-client contract was not substantial. Further, such impairment
was justified by legitimate state purpose of maintaining public confidence in judicial system. State action which
substantially impairs contracts entered into by private parties is nevertheless constitutional if justified by
significant and legitimate pubiic purpose, based on reasonable conditions and of character appropriate to public
purpose justifying its adoption) (relying on Energy Reserves Grp, Inc. v, Kansas Power & Light Co,, 458 Uu.s. 400
(1983) establishing three-part test requiring (1) a substantial impairment of the contractual relationship, (2) that is
justified by a significant and legitimate public purpose, and (3) is based on “reasonable conditions and [is] of a
character appropriate to the public purpose justifying [the legislation's] adoption.” fd, at 411-12).
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CERTIFICATE OF SERVICE
| hereby certify that | electronically filed the foregoing OPENING BRIEF IN SUPPORT
OF THE POSITION OF THE FINANCIAL INSTITUTIONS DIVISION with the Clerk of the
Court by using the electronic filing system on the 13™ day of October, 2015.
(X) The following participants in this case are registered electronic filing systems users and

will be served electronically:

Patrick J. Reilly, Esq.

Joseph G. Went, Esq.

Holland & Hart LLP

9555 Hillwood Drive, Second Floor

Las Vegas, Nevada 89134

Attorneys for Plaintiff Dollar Loan Center, LLC

( ) | certify that some of the participants in the case are not registered electronic filing
system users in this case. | have mailed the foregoing documents by First-Class Mail, postage!
prepaid, or have dispatched it to a third party commercial carrier for delivery within 3 calendar|

days to the following unregistered participants:

( ) |certify that | have served the foregoing documents by First-Class Mail, postage prepaid

and by e-mailing same to participant's personal e-mail address as follows:

18 { Danielle Wright
An employee of the Office of the Attorney General
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STATE OF NEVADA

OFFICE OF THE ATTORNEY GENERAL

100 Morth Carson Street
Carson City, Nevada 89701-4717

CATHERINE CORTEZ MASTO KEITH MUNRO
Attornay Genersl Assistant Altomey Genera!

GREGORY M. SMITH
Chiaf of Stafl

Qctober 30, 2012

George E. Burns, Commissioner
State of Nevada

Department of Business and Industry
Financial Ingtitutions Division

2785 E. Dasert Inn Rd., #180

Las Vegas, Nevada §9121

Dear Mr. Burns;

You have requested an opinlon from the Office of the Attorney General regarding
the interpretation and application of NRS 604A.480.

QUESTION

ls the prohibition against civil suits or alternative dispute resolution set forth in
NRS 604A.480(2)(f) applicable to a new deferred deposit loan or high-interest loan
made pursuant to NRS 804A.480(2) lo pay the balance of an outstanding loan, or does
it only limit actions to collect on the outstanding loan?

ANALYSIS

Nevada Revised Statutes Chapter 804A regulates short term lending in the State
of Nevada. The chapter recognizes three forms of lending:. deferred deposit loans,
high-interest loans, and fitle loans.' A deferred deposit loan is a transaction in which the
customer provides the licensee® with a check or authorization for electronic transfer of
funds on a future date in exchange for immediate receipt of a lesser sum of money from

' For the purposes of this analysis, title loans are not relevant,

? L jcenses’ means any person who has been issued one or more licenses {o operate a check-
cashing service, deferred deposit loan service, high-interast loan servige or Gitle loan service pursuant to
the provisions of this chapter.” NRS B04A.Q75,

e etsmimmse—ee—  Tglophone 775-664-1100 » Fax 775-684-1108 « www.ng.slate.nv.us « E-mall aginfe@ag. state.nv.us
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the licensee. NRS 804A.050. A high-interest loan is a loan which has single or multiple
Instaliments and charges more than 40 percent in annual interest rate.
NRS 604A.0703. The original loan term of a deferred deposit loan or high-interest loan
usually does not exceed 35 days. NRS 604A.408(1). Further, the licensee cannot
extend either type of Joan contract beyond 90 days from the date of execution of the
loan contract. NRS 604A.408(3).> A high-interest loan may be made for a period of 90
days as long as it requires fully amortized instaliments, is not subject to extension, and
does not contaln a balloon payment. NRS 604A.408(2).

Nevada Revised Statutes 604A.480 is separated into two subsections and reads
in full as follows:

1. Except as olherwise provided in subsection 2, if a
customer agrees in writing to establish or extend the period
for the repayment, renewal, refinancing or consolidation of
an outstanding loan by using the proceeds of a new deferred
deposit loan or high-interest loan to pay the balance of the
oulstanding loan, the licensee shall not establish or extend
the period beyond 60 days after the expiration of the initial
loan period. The licensee shall not add any unpaid interest
or other charges accrued during the original term of the
outstanding loan or any extension of the outstanding loan to
the principal amount of the new deferred deposit loan or
high-interest loan,

2. This section does not apply to a new deferred deposit
foan or high-interest loan if the licenses;

(a) Makes the new deferred deposit Joan or high-interest
loan to a customer pursuant to a loan agreement which,
under its original terms:

(1) Charges an annual percentage rate of less than 200
parcent;

(2) Requires the customer to make a payment on the loan
at least once every 30 days;

{3) Requires the loan to be paid in full in not less than 150
days; and

{4) Provides that interest does not accrue on the loan at the
annual percentage rate set forth in the loan agreement after
the date of maturity of the loan,;

* Notwithetanding the provisions of NRS 804A.480, a licensee shall not agree to establish or
extend the period for the repayment, renswal, refinancing or consolidation of an outstanding deferred
deposlt loan or high-intesest loan for a period that exceeds 80 days after the date of drigination of the
loan.”
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{b} Performs a credit check of the cuslomer with a major
consumer reporting agency before making the loan;

(¢} Reports information relating to the loan experience of
thae customer to a major consumer reporting agency,

(d) Gives the customer the right to rescind the new deferred
deposit loan or high-interest loan within 5 days after the loan
is made without charging the customer any fee for rescinding
the loan,

(e) Participates in good faith with a counseling agency that
is:

(1) Accredited by the Council on Accreditation of Services
for Families and Children, inc., of its successor organization;
and

(2) A member of the National Foundation for Credit
Counseling, or its successor organization; and

{(f} Does not commence any civii action or process of
alternative dispule resolution on a defauvited loan or any
extension or repayment plan thereof,

NRS 604A.480 (emphasis added).

The first subsection establishes the rule that a licensee can only extend a
deferred deposit loan or high-interest loan through the proceeds of a new* deferred
deposit loan or high-interest loan for an additional 60 days beyond the term of the
original loan. NRS 604A.480(1). The fimitation on the term of deferred deposit and
high-interest loans thus protects customers from falling info a cycle of debt. :

The second section establishes that the restrictions set forth in NRS 604A.480(1}
do not apply If the licensee satisfies alt of the applicable requirements. Among them,
subsection 2(f) prohibits certain collection actions by a licensee. Specifically, it bars a
licensee from commencing & civil action or process of alternative dispute resolution “on
a defaulted loan or any extension or repayment plan thereof” NRS 604A.480(2)(f).
The question that you ask is whether this language bars collection only of the
outstanding loan; or, as well, the new loan used to pay the balance of the outstanding
loan.

To begin the analysis, deference is given to an interpretation of the agency
charged with administering a statute, in this case the Financlal Institutions Division
{Division). See Pyramid Lake Paiute Tribe of Indians v. Washoe Counfy, 112 Nev. 743,
747-48, 918 P.2d 697, 463 (1996) (“An agency charged with the duty of administrating

' The term “new deferred deposit or high-interest loan” as used herein and in the statute means
the saurce of proceeds for “the repayment, renewal. refinancing or consolidation of an outstanding loan
.. . ."NRS B04A.480(1).
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an act is impliedly clothed with power to construe it as a necessary precedent to
administrative action. Further, great deference should be given to the [administrative]
agency's interpretation when it is within the language of the statute") (internal citations
and quotation marks omitted).

On December 10, 2009, the Division issued a Declaratory Order and Advisory
Opinion Regarding Mandatory Disclosures for Loans Made Pursuant to NRS 604A.480
{Advisory Opinion), In it, the Division concluded that (1) 604A.480(2){f) bars collection
action on any loan, new or outstanding. Advisory Opinion at 7.

The Division's interpretation is reasonable. First, if a statute is clear and
unambiguous, this court gives effect to the plain and ordinary meaning of the statute's
language. . . ." Weslern Sur. Co. v. ADCO Credit, Inc., 127 Nev. __, __, 251 P.3d 714,
718 (Adv. Op. 8, March 17, 2011). In this case, the statute provides that a licensee who
utilizes the exception in section 2 may not commence a civil action or process of
alternative dispute resolution “on a defaulted loan or any extension or repayment plan
thereof.” NRS 604A.480(2)(f). The statute does not confine the prohibition to the
outstanding loan; it applies to "a defaulted loan or any extension or repayment plan
theraof.” The bar reasonably applies to eithe