INCBAA newsletter

Commissioner’s Column

The current economy has touched all of us in some way. As Commissioner, | want to bring to
your attention some issues connected to this tough financial period that may impact you now
or in the future as you conduct bail bond business under your license. Please consider the
following Administrative Code and Statute requirements when handling your business.

Bankruptcy

Required Notification - In accordance with N.C.G.S. 58-71-81, a bail bond licensee is
required to inform the Department within three business days of filing for protection under the
United States Bankruptcy Code or any state receivership law. This applies to any bail
bondsman licensed by the Department and any bail bond business in which the bail
bondsman holds a position of management or ownership.

Stocks and Bonds Deposited by Professional Bondsmen

Approved Stocks and Bonds - Stocks and bonds purchased for the deposit of securities
required by N.C.G.S. 58-71-145 must be approved by the Department. Therefore, a
professional bail bondsman must contact NCDOI before purchasing stocks or bonds that will
be included in their security trust account.

Limits of Liability Related to Value of Stocks and Bonds - When purchasing stocks and
bonds to be included in the securities trust account, a professional bondsman must be aware
that the amount the Department recognizes for limits under N.C.G.S. 58-71-145 () and
N.C.G.S. 58-71-175 is determined by 11 N.C.A.C. 13.0508. Under N.C.G.S. 58-71-145, the
amount on deposit must be 1/8 of the total amount of liability written. And under 11 N.C.A.C.
13.0508 a bondsman may not be liable on any bond or multiple bonds or ay one individual
that totals more than V4 of the value of securities on deposit.

Pursuant to 11 NCAC 13.0508, when satisfactory bonds are submitted to Department by a
professional bail bondsman, the Department will accept 80% of the fair market value of such
bonds as the amount of security furnished. When satisfactory stocks are submitted by a
professional bail bondsman, the department will accept 60% of the fair market value of such
stocks as the amount of security furnished.

Market value of the stocks and bonds - U.S. Bank is the custodial account holder for
professional bondsmen security accounts in North Carolina and they provide the market
value of the stocks and bonds to NCDOI. The value of the stocks and bonds are made
available to the Department on the last day of each month. A professional bail bondsman
needs to calculate the appropriate percentage of the fair market value accepted for stock and
bond securities and reconcile it against the amount of their total outstanding liabilities as of
the first day of the current month. As stocks and bonds are subject to market fluctuations, the
professional bondsman may be required to increase the amount of securities on deposit
based on their total outstanding liabilities, in the event there is a drop in fair market value.



Collateral Security Complaints

The Department has seen an increase in the amount of consumer complaints related to the
return of collateral security held in trust by a bondsman. Consumer protection is a crucial part
of my job as Commissioner, and | encourage you to review some critical requirements
regarding receiving and returning collateral security to consumers.

Collateral Receipts - When a bail bondsman accepts collateral, he or she shall give a written
receipt that provides, in detail, a full description of the collateral received.

Collateral Held in Trust - Collateral security shall be held and maintained in trust. When
collateral security is received in the form of cash or check or other negotiable instrument, the
bail bondsmen shall deposit the cash or instrument within two banking days after receiving it,
in an established, separate non-interest bearing trust account in any bank located in North
Carolina. The trust account funds shall not be mixed with other operating funds. When
collateral security is received in the form of personal or real property, it must be returned in
the same condition as requested and received by the bail bondsman.

Return of Collateral - Any collateral security shall be returned to the person who deposited it
with the bail bondsman or his or her representative within 72 hours of the final termination of
liability on the bond secured by the collateral.

If you have questions or would like more information, please contact the Agent Services
Division at 919-807-6800 and be sure to check out the new Web site updates at
www.ncdoi.com.
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