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		STATE OF NEVADA
		DEPARTMENT OF BUSINESS AND INDUSTRY	TERRY REYNOLDS
		OFFICE OF THE DIRECTOR	Director
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		(702) 486-2750     Fax (702) 486-2758	MARCEL SCHAERER
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MINUTES
HEARING
FOR ADOPTION AND AMENDMENT OF REGULATIONS 
OF THE OFFICE OF THE DIRECTOR 
(Regulatory Experimentation Program for Product Innovation, NAC 657A)
LCB File No. R089-19

Date:		January 17, 2020

Time:		11:00 am
									Video Conferenced to:
Location:		Las Vegas 					Carson City
Nevada State Business Center		Nevada Division of Insurance
Department of Business & Industry		1818 College Pkwy.
3300 W. Sahara Ave., Suite 400		First Floor Hearing Room
Nevada Room					Carson City, NV 89706
Las Vegas, NV 89102				

Present:	In Las Vegas:
	Terry Reynolds, Director, Dept. of Business and Industry
	Sandy O’Laughlin, Commissioner, Financial Institutions Division
	Mary M. Young, Deputy Commissioner, Financial Institutions Division
	Cathy Sheehy, Commissioner, Division of Mortgage Lending
	Zeljana Adjari, Deputy Commissioner, Division of Mortgage Lending
	Chris Weiss, Mgmt. Analyst, Director’s Office, Dept. of Business and Industry
	Beth Waite, Education and Information Officer, Division of Mortgage Lending
	Samantha Sato, Carrara Nevada
	Caleb L. Green, Dickinson Wright PLLC
	Peter Aldous, Legal Aid Center of Southern Nevada
	Taylor Altman, Legal Aid Center of Southern Nevada

		In Carson City:
	Mark Krueger, Chief Deputy Attorney General & Consumer Counsel, Nevada AGO
	James (Rick) Dutton, Nevada Consumer Affairs Unit
	Allison Genco, Ferrari Public Affairs
	Amanda Brazeau, Rowe Law Group
	Matt Digesti, Blockchains LLC


R089-19
January 17, 2020

Director Terry Reynolds:

1. [bookmark: _Hlk30166538]CALL TO ORDER AND OPEN HEARING R089-19

This is the time and place set for the adoption and amendment of a proposed regulation pertaining to Chapter 657A of the Nevada Administrative Code (“NAC”) and a Regulatory Experimentation Program for Product Innovation for the State of Nevada as described by the Notice of Hearing and Notice of Public Meeting, both dated December 16, 2019, and properly noticed and posted accordingly. Today is Friday, January 17, 2020.  The time is 11:01 a.m.  This hearing is scheduled for 11:00 a.m. and is being video conferenced between the Nevada Department of Business and Industry, Nevada Room, 3300 W. Sahara Ave., Suite 400, Las Vegas, NV 89102; and the Nevada Division of Insurance, First Floor Hearing Room, 1818 College Parkway, Carson City, NV 89706.

Introductions:
	Terry Reynolds, Director, Nevada Department of Business and Industry
	Sandy O’Laughlin, Commissioner, Financial Institutions Division
[bookmark: _Hlk30492079]	Mary M. Young, Deputy Commissioner, Financial Institutions Division
	Cathy Sheehy, Commissioner, Division of Mortgage Lending
	Zeljana Adjari, Deputy Commissioner, Division of Mortgage Lending
	Mark Krueger, Chief Deputy Attorney General, Nevada Office of Attorney General
	Chris Weiss, Management Analyst, B&I Director’s Office

Hearing Instructions:

If you have not already done so, please take the time to turn off all cell phones. There is a sign-in sheet at the door.  If you have not already done so, please sign in. There are copies of the Notice of Hearing with proposed regulation; Notice of Public Meeting with small business impact statement; minutes of the November 21, 2019 workshop on LCB File No. R089-19; and Nevada Senate Bill No. 161 of the 2019 state legislative session are available by the sign-in sheet.  

2. PUBLIC COMMENT
We will receive your comments on the proposed regulation.  Please stand, state your name, and business affiliation.  If you have written material that you would like to submit, please hand it to a Department staff member at the conclusion of your comments.

First, any comments from those in Carson City?

There were no comments from those in Carson City.

Any comments from those here in Las Vegas?

There were no comments from those in Las Vegas.

Seeing that there are no comments, we will move to Item 3 on the agenda.

3. [bookmark: _Hlk30168487]PRESENTATION AND DISCUSSION OF PROPOSED REGULATION (LCB File No. R089-19) – FOR POSSIBLE ACTION
At the request of Director Terry Reynolds, Management Analyst Chris Weiss provided the following overview of the proposed regulation:

The initial draft regulation submitted by the Department of Business and Industry to the Legislative Counsel Bureau in October 2019 was revised by LCB on December 5, 2019, principally as follows:

•	The regulation will reside in NAC Chapter 657A, titled “Regulatory Experimentation Program for Product Innovation.” It will not reside in NAC Chapter 597, “Miscellaneous Trade Regulations and Prohibited Acts,” as originally anticipated.

•	LCB added or modified definitions for “Department,” “Director” and “Program.” They eliminated the definition for “change request.”

•	They incorporated the program application fee of $500 into the regulation.

•	They reorganized the order of sections and revised language in various instances to reflect their legal interpretation of Senate Bill 161 as it applied to our initial draft.

The following is the proposed regulation as it stands today:

Mr. Weiss read the regulation aloud in its entirety (Sect. 1 through 15) to attendees.  When the reading was finished, he proceeded to a discussion of comments.
[bookmark: _GoBack]The following is a summary of the comment process for the initial and revised regulation:

On October 31 and November 1, 2019, the Department sent the initial proposed regulation via e-mail to all licensees of the Financial Institutions Division and Mortgage Lending Division to notify them of a workshop on the regulation and to solicit comment from small businesses concerning the impact that the regulation would have on their business.  In addition, the initial proposed regulation, small business impact statement, and Notice of Workshop were posted on the Department’s website, the State’s official website, and the website of the Legislative Counsel Bureau; at the B&I Director’s Office in Las Vegas and Carson City; at the Financial Institutions Division, Mortgage Lending Division, Nevada State Business Center, Grant Sawyer Office Building, and Nevada Department of Employment, Training & Rehabilitation  office in Las Vegas; at the Legislative Building, Capitol Building, Blasdel Office Building, Nevada Division of Insurance office, and State Library and Archives complex in Carson City; and at county libraries throughout the state.

The Department received five comments in response to this notice and solicitation as follows:

· Financial Service Centers of America (FISCA) submitted a comment letter dated November 11, 2019, primarily concerning keeping the proposed program as free of regulatory conditions or requirements as possible to encourage testing of products that target unbanked or underbanked populations; increasing the size of the available testing pool (customer base) to assure adequate scale for test analysis and capital investment; increasing the length of time permitted to tests to assure adequate data analysis and product or service development; and reducing the proposed six-year record retention schedule to the two-year minimum timeframe described in SB 161.

· Blockchains LLC submitted a comment letter dated November 15, 2019, primarily concerning documentation of all application requirements in the proposed regulation; ensuring the application process is reasonable in scope to limit costs to startups or small businesses; clarifying the respective delegation authorities of the Director as described in SB 161 and the initial proposed regulation; revising the relocation approval mechanism described in the proposed regulation to a 60-day notification of the Director and affected customers, along with a determination by the Director of no harm from the relocation; and incorporating language to allow for agreements between the Director and applicants to protect an applicant’s confidential or trade secret information from public disclosure.

· Lynn McConnell, Chief Financial Officer, Custody Digital Group, submitted oral and written comments dated November 21, 2019, primarily concerning modifying the program’s customer and transaction limits to make the program more attractive to larger institutions with diversified financial services and to fintech providers that served them; providing more guidance or clarification on these issues to potential large institutional applicants; defining exit procedures for the program; providing mechanisms for guidance or meetings between participants and regulators; incorporating data-sharing trends taking place in similar international programs; and clarifying what constituted a product or service test failure for the purposes of having to notify the Director under the program.

· Peter Aldous, Staff Attorney, Legal Aid Center of Southern Nevada, submitted oral comments dated November 21, 2019, primarily concerning consumer protection and requiring participants to post a bond in an amount considered appropriate by the Director.

· Taylor Altman, Staff Attorney, Consumer Rights Project, Legal Aid Center of Southern Nevada, submitted oral comments dated November 21, 2019, primarily concerning implementing an interest-rate cap in the regulation to protect low-income consumers; ensuring the program was not used by businesses such as payday lenders to avoid regulations specifically implemented to protect Nevadans; requiring additional disclosures by program applicants as part of the application process, including whether the applicant had conducted a similar product or service test in another regulatory sandbox program, whether such a test was still ongoing or had been a success or failure, copies of any approved or denied applications to another sandbox program, a statement outlining any complaints tied to a sandbox test elsewhere, and a statement of any regulatory actions pending against (or resolved by) the applicant elsewhere; making program applications available for public comment as part of the Director’s decision-making process; requiring program participants to maintain consumer information in a secure manner; requiring them to notify consumers of any unauthorized acquisition of their information or a computer breach; and defining consumer contact information as “mailing address, phone number and email.”

Following issuance of the revised regulation by LCB on December 5, 2019, the Department sent the revised regulation via e-mail on December 13, 2019, to all licensees of the Financial Institutions Division and Mortgage Lending Division to notify them of this hearing and public meeting to (1) solicit additional comment on the regulation and (2) to adopt and amend the regulation. The notice of hearing, proposed regulation as revised by LCB, notice of public meeting, and small business impact statement were dated December 16th and posted/emailed in a manner identical to that described previously above for the November 2019 workshop.

The Department received one written question in response to the hearing and public meeting notices dated December 16th and posted and emailed on December 13th as follows:

· Donna Zebin, VP-Compliance Officer for Berkadia, a joint venture of Berkshire Hathaway and Jefferies Financial Group, submitted an email dated December 16, 2019, asking for confirmation that the “hearing and proposed amendments do not apply to our business.…” B&I staff replied on December 16, 2019, indicating (1) the regulation pertained to establishment of a voluntary regulatory sandbox program for the State of Nevada similar to those found in Arizona and Utah where businesses developing innovative fintech products or services could apply for temporary waiver from certain requirements under state law to test those products for two years; (2) Ms. Zebin and Berkadia should review the referenced Nevada law to decide whether the program was something of potential interest to the company; and (3) if their company was not developing innovative financial technology products or services (as defined in the Nevada law), or was, but did not anticipate wanting to test such products in the Nevada marketplace under the conditions as provided for in the law (since Berkadia was already licensed here), then the regulation and program were likely of no interest or relevance to their firm.  A pdf copy of Nevada Senate Bill No. 161 as enrolled was attached for their reference.

The Department received no written comments in response to its notices dated December 16th and posted and emailed on December 13th.

In response to the comments received, the Department made changes to its program application form and corresponding language in its policy and procedure. These include listing all application requirements in the Department’s policy and procedure for the program and having the applicant (1) provide information on any other sandbox applications or tests in which it is involved, (2) identify any proposed bonding as part of its proposed plan for a test in the Nevada sandbox, and (3) suggest or explain any exit procedures if the applicant decides not to pursue formal licensing in Nevada following termination of the test or conclusion of the testing period.

Several of the comments – including ones pertaining to money transmittal amounts, customer caps, and length of testing period – touched upon statutory requirements the Department is unable to change.  These concerns will be noted in the program’s annual report to the Nevada Legislature, but no further action will be taken at this time.

No action was taken concerning the comments about relocation approval, imposing a 60-day notification period on participants, or requiring a corresponding finding of no harm by the Director.  The Department believes its current approach to a relocation request is administratively simpler than the suggested alternative and therefore will be less burdensome to prospective participants.  It also preserves the Director’s broad authority in administering such requests, consistent with legislative intent.

No action was taken concerning the comment about reducing the record retention schedule from six years to the statutory minimum of two years.  The Department, in consultation with its applicable regulators and the Bureau of Consumer Protection, concluded that the lengthier requirement is in the best interests of consumers and the state, given any prospective information or actions needed to respond to complaints following conclusion of a participant test.

No action was taken concerning the comment about instituting a rate cap in the regulations.  The Department is committed to protecting consumers from predatory lenders or other malicious actors in the financial institutions and mortgage lending space.  However, given the legislative intent of the Nevada Sandbox Program, the Department believes this is best done in the program through (1) review of applicants and their proposed products and services, and (2) conditioned approvals to test in the program. Similarly, to minimize administrative complexity, the Department took no action in regulation concerning the comment to make applications available for public review and input. 

The Department will address comments concerning the protection of consumer information, notification of computer breaches, definition of product/test failures, and holding of guidance or related meetings between applicants/participants and regulators through the program’s application review process and the subsequent case-by-case administration of participant tests.  No action was deemed necessary in the regulation to handle these concerns.

4. ADOPTION OR AMENDMENT OF PROPOSED REGULATION R089-19 – FOR POSSIBLE ACTION
Director Terry Reynolds thanked B&I staff and Chief Deputy Attorney General Mark Krueger for their work on the proposed regulation, then took the following action:

As the Director of the Nevada Department of Business and Industry, I hereby adopt regulation R089-19 which pertains to Chapter 657A of the Nevada Administrative Code and a Regulatory Experimentation Program for Product Innovation for the State of Nevada as that regulation is described in the Legislative Counsel Bureau version dated December 5, 2019.

5. PUBLIC COMMENT
Now we will open the floor to public comment once more.  For anyone who wishes to make a comment on any topic of their choosing, now is the time to do so.  Would anyone like to make an additional comment?  Any comments from those in Carson City?  Any comments from the Las Vegas office?

There were no additional comments.

6. CLOSE HEARING R089-19 (ADJOURNMENT)
The hearing for R089-19 pertaining to Chapter 657A of the Nevada Administrative Code and a Regulatory Experimentation Program for Product Innovation for the State of Nevada is hereby closed and adjourned.  Thank you.

The time of adjournment was approximately 11:30 am.

Attachments
A - Berkadia, 12-16-2019 email inquiry and B&I response
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From: Doniia Zebin <Donna Zebin@berkadiacom »

Sent: Monday, Decernber 16, 2019 1207 PM

To: Chris Weiss

Subject: NOTICE OF HEARING FOR ADOPTION AND AMENDMENT OF REGULATIONS OF THE OFFICE OF THE
DIRECTOR LCB FILE Mo. R089-19

Atachments:  HEARING NOTICE LCB File R089-19 - 12-16-2019 pelf, MEETING NOTICE AGENDA LB File R089-19 -

12-16-2019.pof

Hello,

1 am writing to you regarding the above-referenced notice of hearing that was received regarding the regulation of
financial technology products and services as enacted by B 161 of the 2019 Session of the NV Legislature. As |read the
information, it all seems to be very consumer driven and I'm not sure it has any application to commercial mortgage
loan origination. Berkadia Commereial Mortgage LLC is a licensed Mortgage Broker in NV (License #4505) and conducts
strictly commercial mortgage loan origination. We do not handle any residential mortgage oans.

Can you please confirm that this hearing and the amendments do not apply to our business?

BERKADIA'

Donna L. Zebin
vP- Compliance Officer

323 Norrstown Road Suite 300 | Ambler PA 19002
Ti~1(215) 283220 F:+1(215) 682-07%0

donn azebin@berkadia.com | vww berkadia com
Berkadia Commercial Mortgage LLC

aBerkshire Hathaway and lefferies Financial Group company

This message s intended for the individual or entity named abave. If you are not the intended recipient, please do not read, copy,
use or disclose this communication to others. Please notify the sender by reply and delete this message from your system. Thank
vou
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Chris Weiss

Fro Chris Weiss

Sent: Monday, Decermber 16, 2019 1:32 PM

To: “Donna Zebin'

Subject: RE: NOTICE OF HEARING FOR ADOPTION AND AMENDMENT OF REGULATIONS OF THE OFFICE OF
THE DIRECTOR LCB FILE No., ROBS-19

Attachments: Senate Bill 161 - As Enrolled.pf

Hi Danna,

This regulation pertainsto establishrment of a regulatory sandbox program for the State of Nevada (Nevada Senate Bill
161, 2019 session). Thisis avoluntary testing program similar to those in states such as Arizora and Utah where
businesses that are developing innovative firtech products or services can apply for temporary waiver from certain
requiremerts under statelawto test those products for two years. There are many caveats and other limitations under
the Nevada law as passed, =0 | recornmend you review the referenced Nevada Senate Bil {P've attached a copy) to
decide whether thisis sormething of potertial irterest to your cornpany.

Ifyour company is not develaping innovative financial technology products or services (as defined in the bill) or i but
does ot anticipate wanting to test such products in the Nevada rmarketplace under the conditions as provided for i the
bill{since you are already licensed here), then the regulation and program are likely of no interest or relevance to your
firm.

sincerely,

Chris Weiss, Managermert Analyst
Director’s Office of Business Finance and Planning
Nevada Departrrert of Business and Industry
3300 W. Sahara Avenue, Suite 425

Las Vegas, NV 83102

Email: cweiss@business.rv.gov

Nevada Department of
Business and Industry

“Growing business in Nevada”

From: Dorna Zebin <Donna.Zebin@berkadia.corm>

Sent: Monday, Decerrber 16, 2019 12:07 PM

To: Chris Weiss <cwel ss@business.nv.gov>

Subject: NOTICE OF HEARING FOR ADOPTION AND AMENDMENT OF REGULATIONS OF THE OFFICE OF THE DIRECTOR
LCB FILE No. R08S-19

Hello,
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Sent: Monday, Decermber 16, 2019 1:32 PM

To: “Donna Zebin'

Subject: RE: NOTICE OF HEARING FOR ADOPTION AND AMENDMENT OF REGULATIONS OF THE OFFICE OF
THE DIRECTOR LCB FILE No., ROBS-19

Attachments: Senate Bill 161 - As Enrolled.pf

Hi Danna,

This regulation pertainsto establishrment of a regulatory sandbox program for the State of Nevada (Nevada Senate Bill
161, 2019 session). Thisis avoluntary testing program similar to those in states such as Arizora and Utah where
businesses that are developing innovative firtech products or services can apply for temporary waiver from certain
requiremerts under statelawto test those products for two years. There are many caveats and other limitations under
the Nevada law as passed, =0 | recornmend you review the referenced Nevada Senate Bil {P've attached a copy) to
decide whether thisis sormething of potertial irterest to your cornpany.

Ifyour company is not develaping innovative financial technology products or services (as defined in the bill) or i but
does ot anticipate wanting to test such products in the Nevada rmarketplace under the conditions as provided for i the
bill{since you are already licensed here), then the regulation and program are likely of no interest or relevance to your
firm.

sincerely,

Chris Weiss, Managermert Analyst
Director’s Office of Business Finance and Planning
Nevada Departrrert of Business and Industry
3300 W. Sahara Avenue, Suite 425

Las Vegas, NV 83102

Email: cweiss@business.rv.gov

Nevada Department of
Business and Industry

“Growing business in Nevada”

From: Dorna Zebin <Donna.Zebin@berkadia.corm>

Sent: Monday, Decerrber 16, 2019 12:07 PM

To: Chris Weiss <cwel ss@business.nv.gov>

Subject: NOTICE OF HEARING FOR ADOPTION AND AMENDMENT OF REGULATIONS OF THE OFFICE OF THE DIRECTOR
LCB FILE No. R08S-19

Hello,
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From: Doniia Zebin <Donna Zebin@berkadiacom »

Sent: Monday, Decernber 16, 2019 1207 PM

To: Chris Weiss

Subject: NOTICE OF HEARING FOR ADOPTION AND AMENDMENT OF REGULATIONS OF THE OFFICE OF THE
DIRECTOR LCB FILE Mo. R089-19

Atachments:  HEARING NOTICE LCB File R089-19 - 12-16-2019 pelf, MEETING NOTICE AGENDA LB File R089-19 -

12-16-2019.pof

Hello,

1 am writing to you regarding the above-referenced notice of hearing that was received regarding the regulation of
financial technology products and services as enacted by B 161 of the 2019 Session of the NV Legislature. As |read the
information, it all seems to be very consumer driven and I'm not sure it has any application to commercial mortgage
loan origination. Berkadia Commereial Mortgage LLC is a licensed Mortgage Broker in NV (License #4505) and conducts
strictly commercial mortgage loan origination. We do not handle any residential mortgage oans.

Can you please confirm that this hearing and the amendments do not apply to our business?

BERKADIA'

Donna L. Zebin
vP- Compliance Officer

323 Norrstown Road Suite 300 | Ambler PA 19002
Ti~1(215) 283220 F:+1(215) 682-07%0

donn azebin@berkadia.com | vww berkadia com
Berkadia Commercial Mortgage LLC

aBerkshire Hathaway and lefferies Financial Group company

This message s intended for the individual or entity named abave. If you are not the intended recipient, please do not read, copy,
use or disclose this communication to others. Please notify the sender by reply and delete this message from your system. Thank
vou




