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Order specifically directs the Assessor to use the regulations "in existence during each of the

VI. The Reappraisal Order Is Void Because It Denies Taxpayers
Their Constitutional Rights To Due Process And Equal Protection.

A. The Reappraisal Order Denies Taxpayers Their Rights To Due
Process And Equal Protection.

The Equalization Order addresses the equalization of residential property at Incline
Village/Crystal Bay for the tax years 2003-2004, 2004-2005, and 2005-2006. In those years, the
Washoe County Assessor's office appraised property on a five-year cycle as permitted by law.
The portion of Washoe County which encompassed Incline Village/Crystal Bay was reappraised
in 2002 for the 2003-2004 tax year. The properties in that portion of Washoe County were not| -
appraised again until 2007 for the 2008-2009 tax year. The value of the land portion of
residential properties for the 2004-2005 and 2005-2006 tax years was determined by applying a
factor to the land value éstabliéhed by the 2002 appraisal. The property owner/taxpayer had the
rights outlined in Section III(C) above to challenge each year's valuation before the County Board
of Equalization and, if necessary, the SBOE and the court system.

The "reappraisals" ordered by the SBOE alter this scenario in several particulars.
-Instead of a single appraisal done in 2002 serving as the base appraisal for all three tax years, the
identified properties are to be reappraised separately each year for a total of three appraisals on

cach property. Rather than the valuation regulations as they existed in 2002, the Equalization

fiscal years being reappraised." Equalization Order, p. 9. The Tax Commission adopted revised
temporary valuation regulations in December of 2002. In August 2004, the Commission adopted
additional revisions as permanent regulations.’ By requiring reappraisals to be performed under
the respective current tax year regulations, the SBOE was presumably looking to avoid the 2002

regulations which the Supreme Court found constitutionally inadequate in Bakst and Barta and

¢ The Tax Commission revised the valuation regulations again in 2008 and 2010,
effective in 2012,
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allow thé Assessor to take advantage of the December 2002 and/or August 2004 revised
regulations.

By limiting the Assessor to valuation methodologies reflected in regulations
approved by the Tax Commissioﬂ in existence in the tax year being reappraised, the SBOE has
also required individual appraisals of all affected properties. Although mass appraisal was, in
fact, used in the tax years in question, it was not approved as a methodology by Tax Commission
regulation until 2008. Finally, and contrary to the established étatutory process for challenging
the initial valuation, no process whatsoever is provided by Which property owners/taxpayers can
challenge the reappraisal valuation of their property unless it is greater than the prior
unconstitutional valuation.

The Equalization Order is not entirely clear on which regulations the Washoe
County Assessor is to follow. The Order describes the "regulations approved by the Nevada Tax
Commission in existence during each of the fiscal years being reappraised." The first affected
fiscal year - 2003-2004 — began .July 1, 2003 and ended June 30, 2004. The December 2002
temporary regulations were in effect for four months of that year, expiring by law on November
1, 2003. NRS 233B.063. The original 2002 regulations were in effect for the remaining eight
months of that year. No express direction is provided to the Assessor in the Equalization Order
whether to use the December 2002 temporary regulations or the original 2002 regulations that
were in effect for the most of the 2003-2004 tax year. In any event, other than as now directed
under Equalization Order 12-001, no properties at Incline Village or elsewhere in Nevada were
appraised for purposes of 2003-2004 tax assessments under the December 2002 temporary

regulations.

The 2004 permanent regulations became effective on August 4, 2004,

approximately a month into the 2004-2005 fiscal year. Since the 2004-2005 tax bills went out
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before August 1, 2004, no properties at Incline Village or elsewhere in Nevada were appraised for
purposes of the 2004-2005 assessments under the 2004 permanent regulations. The 2004
permanent regulations were in effect for the entirety of the 2005-2006 fiscal year and, depending
on the 5-year appraisal cycle, would have governed the valuation of properties in Washoe County
and elsewhere in Nevada for that year. The section of Washoe County that was appraised for the
2005-2006 fiscal year was the Reno Central Core. No properties at Incline Village were
appraised under the 2004 permanent regulations.

Consistent with NRS 361.395 and the writ of mandate, the SBOE's order for
reappraisal provides for a further hearing on any reappraised value that represents an increase
ﬁoﬁ the previous unconstitutionally appraised value. Both the iaw and the writ, however,
reference increases by the SBOE, not increases based on new appraisals. In fact, however, there
is no reason to assume that valuations reached in new appraisals will satisfy constitutional
requirements without regard to whether the valuation is more or less than the previous
unconstitutional value. The Assessor has notably failed in the past to value property in
accordance with constitutional requirements. The constraints of due process necessitate that the
taxpayer owners of the properties being reappraised have the same right to challenge any new
appraisal as the original appraisal. Barta, supra, 188 P.3d at 1095.

By ordering annual reappraisals and requiring the Assessor to use current year
regulations in these reappraisals, the SBOE has mandated non-uniform treatment of Incline
Village/Crystal Bay taxpayers. Incline Village/Crystal Bay taxpayers will be the only property
owners in Nevada whose 2003-2004 tax year property values were determined under the 2002
temporary regulations. Incline Village/Crystal Bay will also be the only property owners in
Nevada whose 2004-2005 tax year property values were determined under the 2004 revised

regulations. The Equalization Order violates the constitutional mandate of uniformity and denies
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taxpayers their rights to both due process and equal protection.
B. "Constitutional” Reappraisals Cannot Be Performed.

The SBOE’s reappraisal directive fails of its essential purpose. Under the
standards established by the Supreme Court in Bakst, reappraisals passing constitutional muster
cannot be performed under either the original 2002 regulations or those regulations as revised in
December of 2002 and/or August of 2004,

L. The Incline Village/Crystal Bay Properties Cannot Be
Constitutionally Reappraised Under The Original 2002 Regulations.

In its 2002 appraisals of residential property at Incline Village/Crystal Bay, the
Washoe County Assessor used four methodologies primarily to accommodate for the lack of
available comparable vacant land sales. Establishing standards by which all valuation
methodologies are to be evaluated by other courts and administrative agencies to determine
whether they meet constitutional muster, the Bakst Court found all four methodologies
unconstitutional because

(1) "they were not consistent with the methods used throughout Washoe
County."

(2) "they were not the same as the methods used by assessors in other counties."

(3) "county assessors in other counties appear to have used methodologies that

were not uniform with those used by Washoe County for Incline Village and

Crystal Bay." Bakst, supra, 122 Nev. at 1416, 148 P.3d at 726.

The Bakst Court placed the responsibility upon the Tax Commission for having
failed to comply "with its statutory duty to establish regulations that the county assessors could
adopt for circumstances in which comparable rates might be difficult to determine." /4, 122 Nev.
at 1414, 148 P.2d at 724.

As the Supreme Court wrote:

By using the mandatory term “shall,” the Constitution
clearly and unambiguously requires that the methods used for
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assessing taxes throughout the state must be “uniform.” * * * Thus,

county assessors must use uniform standards and methodologies for

assessing property values throughout the state. 122 Nev. at 1413,

148 P.3d at 724.

The lack of adequate Tax Commission regulations forced the assessors in 2002 to develop
individualized valuation methodologies which were necessarily unconstitutional because they
were not promulgated for uniform use throughout the state. /d. The valuation regulations as they
existed in 2002 simply do not permit the constitutional valuation of residential properties at
Incline Village/Crystal Bay. The SBOE/Department of Taxation has effectively admitted as
much by directing that reappraisals be done using the subsequent revised regulations.

2. The Incline Village/Crystal Bay Properties Cannot Be

Constitutionally Reappraised Under The 2002 Temporary Regulations
Or The August 2004 Permanent Regulations.

The "appraisal problem" at Incline Village and Crystal Bay is the lack of vacant
land sales to support a comparable sales analysis to determine the value of the land portion of
improved residential property. Accordingly, any reappraisal of Incline Village/Crystal Bay
properties requires the use of alternative valuation methodologies. The original 2002 valuation
regulations merely identified those alternatives as

Allocation (abstraction) procedure: An allocation of the appraised

total value of the property between the land and any improvements

added to the land.

In the absence of further regulatory direction, county assessors were forced to develop their own
individualized approaches for implementing the alternative methodologies, necessarily
unconstitutional under Bakst. The Tax Commission attempted to clarify their regulatory direction
with respect to alternative methodologies first in the December 2002 temporary regulations and,
to a greater extent, subsequently in the August 2004 permanent regulations.

It is unnecessary to discuss the “clarified” alternative methodology provisions of]

either the December 2002 temporary regulations or the August 2004 permanent regulations. In
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order to establish allocation or abstraction as a valuation methodology meeting constitutional
standards under Bakst, the Assessor must demonstrate, first of all, that the results of applying
either alternative methodology at Incline Village/Crystal Bay are "consistent” with the resuits of
other valuation methods used in other parts of the County. To do that, the Assessor must show
that the same results are obtained for land values whether the allocation, abstraction, or the
comparable sales methods are used. Even if that could be done, the Assessor would then have to
establish that the allocation and/or abstraction methods were used in the same way by assessors in
the other 16 counties in Nevada. That particular pre-requisite to constitutional valuation cannot
be met. The Department of Taxation itself, in its 2008-2009 land factor report, stated the
following:
[T] here is no consensus model in existence for the

application of the alternative methodologies (abstraction or

allocation) in the absence of a sufficient vacant land sales analysis.

2008-2009 Land Factor Report, p. 11 (Exhibit 6).

The lack of a "consensus model" means that assessors in different counties applied
the allocation and abstraction methodologies differently, undeniably destroying the
constitutionally mandated uniformity of applicatié)n. If there was still “no consensus model in
existence” in 2008, there clearly was no single condominium valuation methodology used in all
seventeen Nevada counties from 2003-2006. As a matter of both law and fact, no constitutional
reappraisal of Incline Village/Crystal Bay residential properties can be performed for the 2003-
2004, 2004-2005 and 2005-2006 tax years.

VIL. The Reappraisal Order Violates The Writ Of Mandate And Must Be Set Asi_de.

The Writ of Mandate issued by this Court required the State Board of Equalization to
"hear and determine” the equalization grievances of property owner taxpayers throughout the

State of Nevada for the tax years from 2003-2004 to 2010-2011 and to "raise, lower or leave
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unchanged the taxable value of any property for the purposes of equalization." The SBOE has
failed to comply with those directives.

When the Washoe County Assessor admitted to having used the unconstitutional
methodologies identified in Bakst in the valuation of all single family residential and some
condominium properties at Incline Village/Crystal Bay, the SBOE determined to equalize by
correcting those unconstitutional valuations. The SBOE is to be commended for its determination
not to leave unconstitutionally determined valuations unchanged. Its inquiry, however, did not go
far enough.

The SBOE simply assumed, in the absence of any evidence whatsoever, that the
remaining condominium properties at Incline Village/C‘rystal Bay had been valued
constitutionally. The SBOE made its decision here as though, in Bakst, the Supreme Court had
looked at all of the valuation methodologies used by the Washoe County Assessor in the 2002
appraisal, found just four of them to violate the Constitutional mandate of uniformity, and
implicitly validated all the remaining valuation methodologies in use. Nothing could be more
inaccurate. In fact, the Bakst Court looked only at four methodologies‘ and found them all
lacking the essential attributes of constitutionality. Although it did not at any other specific
methodologies including any methodology used to value the "land" portion of condominium
properties, the Bakst Court clearly did not limit its ruling to the four identified methodologies.

If, instead of blindly assuming the Assessor’s constitutional compliance, the SBOE had
looked at the valuation of condominiums’ at Incline Village/Crystal Bay for the 2003-2004, 2004-

2005, and 2005-2006 tax years and had pursued that inquiry with assessors from other counties, it

7 In Nevada's taxable value system where the "land" and the "improvements" on improved
residential parcels are valued separately, condominiums obviously present valuation methodology
issues. As defined in NRS 117.010(2), a condominium consists of "an undivided interest in
common in portions of a parcel of real property together with. . . [a] separate interest in space in a
residential, industrial or commercial building. . . ."
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would have found that the Baks criteria for a finding of unconstitutionality were satisﬁed. There
was no Tax Commission approved regulation for the uniform valuation of condominiums
throughout Nevada in any of the tax years in qQuestion. Furthermore, condominiums were valued
differently in Washoe County than in Douglas County or other Nevada counties.

Accordingly, for all practical purposes, the SBOE never even heard the equalization
gtievances of the bulk of the condominium owner taxpayers at Incline Village and Crystal Bay.
If the Board had heard those grievances, it would have found that all the condominiums like all
the single family residences at Incline Village/Crystal Bay were valued using unconstitutional
methodologies and that, under the law, all such valuations were void and all taxpayers were
entitled to relief.

Incline Village/Crystal Bay taxpayers proposed geographic equalization per the paradi gm
set by the Supreme Court in the Bakst and Barta cases and per the historically geographical basis
of equalization reflected in prior SBOE decisions, including the 2006-2007 tax year decision
resetting all residential values at Incline Village/Crystal Bay to their 2002-2003 levels as well as
more localized decisions reducing valuations along Mill Creek and the lakefront at Incline
Village. The historically geographical basis of equalization is also reflected in the regulation
adopted years ago by the SBOE imposing a duty of geographic equalization upon county boards
of equalization. NAC 361.624.%

Geographic equalization for the 2003-2004, 2004-2005 and 2005-2006 tax years would
require resetting the land values of all residential property at Incline Village/Crystal Bay for those

years to theit 2002-2003 levels, the last established constitutional levels. The SBOE instead

focused on the Assessor's admitted use of unconstitutional methodologies. With that focus, the

SBOE unanimously voted to reset to their 2002-2003 adjusted values those properties that the

8 By law, the SBOE prescribes the regulations for county boards. NRS 361 340(11).
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Assessor admitted to having previously valued unconstitutionally. Because this analysis relied
solely on the Assessor's admission, it was inadequate and incomplete. In any event, in the third
hearing in this matter, the SBOE abandoned this approach entirely, reversed its earlier decision,
and ordered the Assessor to reappraise the unconstitutionally valued properties for the three tax
years in issue.

Although the specific implementation of the writ was left to the SBOE, the Court clearly
did not intend and could not have intended that the SBOE should fail even to hear the
condominium owners’ grievances, that it should attempt to expand its statutory jurisdiction to
include reappraisal, that it should unlawfully apply its 2010 equalization regulations retroactively,
or that it should make a determination that violated the constitutional mandate of uniformity as
well as the due process and equal protection rights of taxpayers. The Court must reject the
SBOE's report for failure to comply with the terms of the Writ of Mandate, set aside the SBOE
Equalization Order, and return this matter once more to the SBOE for equalization action in
conformance with the terms of the Writ, the statutory jurisdiction of the Board, and the
requirements of the Nevada and Federal Constitutions.

Respectfully submitted this 21st day of February 2013.

SNELL & WILMER L.L.P.

Suellen F uls(one, No. 1615
50 West Liberty Street, Suite 510
Reno, Nevada 89501

Attorneys for Petitioners

The undersigned affirms that this document does not contain the social security number of

any person.
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CERTIFICATE OF SERVICE
Pursuant to Nev. R. Civ. P. 5(b), I certify that I am an employee of SNELL & WILMER

L.L.P., and I served the foregoing document via the Court's e-flex filing system on the date and to

the addressee(s) shown below:

Dawn Buoncristiani

Office of the Attorney General
100 North Carson St.

Carson City, NV 89701

David Creekman

Washoe County District Attorney’s Office
Civil Division

P.O. Box 30083

Reno, NV 89520

DATED this 21st day of February, 2013. )

{
Emplquejof Snell & Wilmé?/L.L.P.
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MEMBER MESERVY: So, I mean, what -- why are
we asking for that here?

CHAIRMAN WREN: We're not. I'm just taking
the testimony for the record.

Okay. Thank you. And let the record reflect,
with our discussions with you, it was much longer than |
five minutes.

Terry, do you have recommendations for us?

No? You know, one --

MS. RUBALD: I guess I would like to just add,
for the record, that -- that I would like, that NAC
361.652 is the definition of 'equalized property," and it
means "to ensure that the property in this state is
assessed uniformly in accordance w;th the methods of
appraisal and at the level of assessment required by law."

And if the assertion is that the methods of
agsessment or the methods of appraisal were not uniform
then I think that there isn't enough information in the
record. As the assessor testified, we don't know which
properties had the four methodologies applied to them and
which did not.

And if they -- if they were
unconstitutional -- they are unconstitutional, but
whichever properties had that, you know, you might want to

explore what happens when you remove those methodologies.
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If you remove those methodologies, what's the
resulting value and is that resulting value then at a
level of assessment that does not comply with law?

CHAIRMAN WREN: Well, and that's -- that --
that is my -- my concern through all the testimony, for
all the years I've been listening to this, is that by law
the assessor has to assess the land, and that's the only
thing that we've been talking about. There hasn't been
any testimony as to misuse or the wrong use of Marshall
and Swift for the improvements.

So when the assessor has to look at the land
and look at the market value of the land, he has to make
comparisons between sales and/or comparisons between

improved properties through the extraction method

appropriately.
So regardless of what it's called, and -- you
know, you get into -- and I've said this before, that I

disagree with the Supreme Court, as far as their decision
because of the use of the terminology that they're using.
These -- these aren't -- you know, time adjustments and
view adjustments are not methodologies.

They're units of measurement, which the
assessor has to -- all property is not identical. Okay?
A lot next door can be different than the lot on the other

side of it. Okay? So the -- it's the assessor's job to
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I believe that we could prowide the
neighborhoods that the -- the neighborhood and condominium
complexes, which would show whether one of the four
contested methodologies was used.

CHAIRMAN WREN: Okay.

MEMBER MARNELL: My followup question to
Mr. Wilson is: What kind of effort is involved in that?

JOSH WILSON: It would certainly be some
effort, but at the same time this was the exercise that we
took up -- tock -- that we utilized for settling the
individual '06-'07 and '07-'08.

So we could certainly to -- to do that. I
think, what you may hear from the other side is: wWell,
you still have some at this level and some at here. Is
that equalization?

But I -- I don't know. So -- but, yes, we
could certainly provide that information tec this Board.

CHAIRMAN WREN: You asked for it. Okay.
Thank you.

MS. RUBALD: Mr. Chairman, could I just ask:
Are we -- you mentioned condominiums specifically. Does
that mean every single-family residence and commercial
property used one of the four methodologies?

JOSH WILSON: Umm, I don't believe the Bakst

decision was -- was application to any commercial
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property. What it would be is -- and I can tell you off
had top of my head, every free-standing single-family
residential neighborhood in Incline Village and Crystal
Bay, free-standing -- not a condominium, free-standing.
Those neighborhoods utilized one of the four contested
methodologies. So those are the 2500 or so tax-paying
parcels, because the majority -- there's a lot of that
that is owned by the State of Nevada.

When you move over to the condominium side,
what you'll find is, I think, there was roughly 4,000
condominiums up there, and there was a little bit over
3100 -- 4,000 parcels of con?ominium, and roughly a little
over 3100 of those were not valued using one of the four
contested methodologies.

MEMBER MESERVY: My concern is, though, what
about Reno and other areas? What -- how mény do we have
over there? Dkoe even know?

JOSH WILSON: You won't have any with a view
classification system of Lake Tahoe, because you can't see
the lake from anywhere in the valley. That's why we
developed that view classificatiocn.

And actually I don't know even know if I
should have answered that. I'm not sure any of those
people are here before you, so I -- I can't talk.

MEMBER MARNELL: I have some thoughts on that.
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MEMBER MARNELL: Well, what I guess I want to
make sure is that -- I thought I heard Josh say that there
was about 1,000 condominium people involved in this, as
well, that -- where it was not equally assessed, 4,000.
4,000 parcels -- can you ~- can I get that reclarified?

JOSH WILSON: Yes. There was roughly 4,060
total condominiums up at the lake. 3158 of those were not
subject to one of the four methods, and I'm showing 902
condominiums were subject to one of the four methods.

MEMBER MARNELL: Okay.

MS. RUBALD: Mr. Chairman? Could I add one
thought.

CHAIRMAN WREN: Okay.

MS. RUBALD: After you find out which
properties had one of the four methodologies applied to
them, and then whatever you decide to do with them, do you
still then have an equalization problem with those that
did not have any of those methodologies applied?

And that's where a sales ratio study comes in,
so that you can measure, by area, whether they're within
the range that is provided for in 361.333. It's a
two-part process.

MEMBER MARNELL: But let me ask a question on
that. That's a good point, Terry. That will round out

the remainder of this, at least in my head, is that if

98
CAPITOL REPORTERS (775) 882-5322

APX00602



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

they weren't done with one of the unfour [sic]
unconstitutional methods, then I would have to assume that
they were done constitutionally, and those property tax
people -- those property taxpayers did not appeal, and
their dues -- due process rights have passed. That would
be the counter to that.

MS. RUBALD: Except I'm still going on what
your regulation says about what the definition of
"equalization" gays, and it's not only the'methods used
but whether it reaches the proper level of assessment.

Because if you remove some of those methods,
you could result in a value that's either too high or too
low.

MEMBER MARNELL: So it wouldn't be removing
methods from people who had constitutional assessments.

MS. RUBALD: Well, that's true. So they're
going to -- they're going to presumably be already within
the range.

But what about those that had these
unconstitutional methods applied? You remove the effect
of that, you come up with a new value. Is that value
within the range of the level of assessment? And the only
way you can do that for land for market value is to do a
sales ratio study.

MEMBER MARNELL: Do you have any thoughts on
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JOSH WILSON: It's a -~ it's a 1.0 which is --

MEMBER MESERVY: Yeah, 1 -- so no change.

JOSH WILSON: Correct.

MEMBER MESERVY: Not 1 percent. So I would --

MEMBER JOHNSON: I would -- I want to
understand how, between '02 and '04, property values
didn't increase at all. In the lake portion of the Washoe
County I've seen a lot of evidence to the contrary to that
that would bother me. I don't know what it's based on.

JOSH WILSON: It was based on the land factors
approved by the Nevada Tax Commission through the Land
Factor Analysis provided in 361.260.

MEMBER JOHNSON: Okay.

MEMBER MARNELL: And I agree with you on your
concern-there. I'm just going off a basis that's already
been established by the Tax Commissicn.

So the next time Ms. Fulstone has a problem,
maybe she can go see them on their factor problems. I'm
just kidding. So that -- I guess if I can summarize that,
Mr. Chairman, at the end of the day, my motion is -- is
to -- and I'll try to be as clear as I can --
approximately 900 multi-family residences, which
Mr. Wilson will go take a look at to confirm that they --
one of the four methods were used, same thing on all the

single-family residences in Incline and Crystal Bay.
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If that is the case, he will role them back to
the '02-'03, which is the last constitutional year, and
provide the factors that we've stated by the Nevada Tax
Commission, and we will follow the Judge's writ per the
NRS 361.3952, that if anybody's taxes are increased we
will follow that Nevada Revised Statute.

And that's my motion.

CHAIRMAN WREN: What for the years -- for the
yeérs up through and including f05-'06.

MEMBER MARNELL: Yes, I don't believe that
there's any reason to go beyond '05-'06.

CHAIRMAN WREN: Right. Okay.

MEMBER MARNELL: Those have been settled. T
think there have been changes to the law since then. All
kinds of things have happened, and I don't believe that's
what's on the table in this request.

MEMBER MESERVY: So just so I'm clear -- just
so I'm clear, it's not just those who -- who appealed,
then, is what you're saying?

MEMBER MARNELL: What I -- I -- I want this to
be equal for all those who had an unconstitutional
appraisal. That's what -- that's what my motion is based
on.

I originally was -- like I said, originally, I

was going down the path of only the people that were
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before us, that followed their due process rights, and
went through this lengthy process to be here until today.

But with feedback and comments from all of
you, I think it's better that we clean this across the
board, once -- for anybody who had this. It's the best I
can do with what I understand.

MEMBER MESERVY: And I -- and I like what
you're saying. One last thought, though, is -- then will
this backfire if it goes outside of -- to other people
outside of the area of just -- of just Incline Village and
Crystal Bay?

MEMBER MARNELL: I don't think it does, and I
think that Mr. Wilson's testimony is -- is accurate,
because a large portion of these, if not all of these, the
view form was used.

And if you don't have a view of the lake or
you're not -- I don't believe -- none of those people have
been here before us, ever, on any of these issues. I'm
not going to be arrogant enough to assume that they've had
these issues.

I can't make that assumption today, that other
people in Reno, or Sparks, or any place else had had
unconstitutional methods or not.

All I know is that the people before us,

representing a large portion of the taxpayers in that very
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particular geographic area, are here stating that, and
they've been here stating that ever since the first day we
came here.

And I would not feel comfortable jumping
outside of that boundary line unless I had some other
evidence, any shred of evidence to say that that was
something that happened.

And if that's something that somebody else
wants to look into, then maybe so, Dennis, but I think
that -- I think that we're putting this in a box in which
it's been brought to us where the issue lies, and I think
that we are, at least right now, making a motion to put
the years that are in front of us, that are in question on
the table until a lot of this law has been amended and
clariﬁied about what could and could not be done, and
hopefully come up to an applicable resolution for both
parties that puts this behind us. So that's .

MEMBER MESERVY: And I'll -- I'll be willing
to second that and -- the motion, but I also want -- my
thought is that -- I'm hoping that we're just making it
clear that we believe that was where the equalization
issue is, and that even if people came later expecting
to -- because some of the methodologies were used in other
areas, that we don't think there's an equalization issue,

that's the question in my mind, and that's kind of what
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we're stating here,

And that's what I've been saying.

MEMBER JOHNSON: And my question is: Do we
need a ratio study of these new values, however they turn
out to make sure they are fair and equalized or is th;t
not something that needs to be done?

MEMBER MESERVY: I don't believe we need to go
there. I think it's just a cost to everyone.

MEMBER JOHNSON: Oh.

MEMBER MESERVY: I don't think it's going to
create much of a difference here.

MEMBER MARNELL: I think the only that that --
I think that would be good, in my opinion. I think your
suggestion is great, given a different context.

I think that this -- again, I don‘'t think
there's a perfect solution to this. From -- from my
history here trying to understand this, I think that
this -- this ends it or maybe it doesn't. But hopefully
it ends it, and then thé parties can build upon a new day
here with new law and more clarification as we go forward.

But if we ask for different studies to
continue to happen, then I think that we'll never have a
regsolution. There's an issue with the study. It wasn't
done right. Terry's going to have to run 5,000 workshops

over the next decade, and we might get to this into the
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2020 timeframe.

At least it just doesn't seem like those
studies or those analyses ever go very quickly. It's not
a quick process. That's my only concern with giving
further information to come into the mix.

I think it's very clear. I think, what we've
said -- at least in my motion. It's been very objective.
Josh has a task to do. He knows those properties. He can
confirm, and then they have a very -- very set base line
to go back to, and they have a set matrix to follow, and
they have a conclusion, and there's no deviation from the
path.

CHAIRMAN WREN: Okay. And --

JOSH WILSON: And, Mr. Chairman, just one
point that I want to add if the Board goes in this
direction, I'm not comfortable changing these values in my
system.

I think the Board can make any motion they
want to direct me for information, but I did -- if the
values get altered by this Board, I want them to be
presented to this Board, so that it's clear what action
was taken as the basis for me to change any value in my
system, just making a motion, saying, "the assessor, go do
this," I'm very uncomfortable with.

And I have no problem preparing all the

109
CAPITOL REPORTERS (775) 882-5322

APX00609



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

information and having it approved by this Board.
CHAIRMAN WREN: That makes sense.
MEMBER MARNELL: Let me amend that in my
motion, that you can put together a summary analysis for

each property with this information, and bring it, and

 send it back to us, and maybe it's a consent agenda item

that we cén see it all, and go through and make a final
motion to approve, so you have what you need for cover, to
go do what you're saying, and it's not just you doing it
and then we start other sets of issues.

At least at that point the responsibility
falls on the Board. I'm more than happy to take that
responsibility. I am, anyway. I don't speak for --

CHAIRMAN WREN: Okay. Do we have a
friendly -~

MEMBER MESERVY: I have a second.

CHAIRMAN WREN: Okay. Amendment to the
second.

And how much time will you need to do this?
Six years? Seven years? What?

JOSH WILSON: You could direct me to have it
available at your most practical noticed nexﬁ meeting, and
it will be done.

CHAIRMAN WREN: Okay. Because we have to

report back to the judge in February.
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MS. BUONCRISTIANI: Yes, and we don't have a
hearing before then.

CHAIRMAN WREN: But -- which is fine, I think.
I think that if we've held the meetings. We made a
decision. You can report back what we've done.

What -- it doesn't have to all be
accomplished, I don't think, in that 90 days. The
hearings had to, and the decision -- we've made -- we're
getting ready to make a decision.

MEMBER MARNELL: I think the decision,
unless -- if the motion passes, in my mind, the decision
has been made.

Now the work needs to get done, and all the
Board's asked for is a confirmation in order to -- what I
believe is appropriate, which is to give Mr. Wilson the
confidence and the record that allows him to go make
changes to his system, so he's not just doing it without
us knowing that any of these values.

CHAIRMAN WREN: Okay. Dawn?

MS. BUONCRISTIANI: I'm -- I'm not really sure
that -- of your role. There are other things in here that
talk about you having the hearing and take the action --
you will have taken the actions. You know, you won't have
taken that final action, though, I mean, in terms of the

values by then.
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MEMBER MESERVY: Well, also my question is:
Do we have to notify people whose values even go down and
there's no reason?

MS. BUONCRISTIANI: There's nothing to do if
they go down.

MEMBER MESERVY: I just want to make sure.

CHAIRMAN WREN: So. In your motion, we'll
direct Josh to have it completed by -- what was the --

MS. BUONCRISTIANI: 1It's in February, but
so -- I'm not sure when you'll want to have a hearing.
You can probably do this by telephonic conference if you
want to do something like that.

CHAIRMAN WREN: So the first part of February,
and what we'll do is have Terry agendize a -- a hearing
for us, for you to present this information some time the
beginning of February.

JOSH WILSON: Is there any way to move that
into closer to -- we're in county board all month of
February.

MS. BUONCRISTIANI: January would be better
for me, because I have to write a brief for the court.

JOSH WILSON: Or in two weeks or three weeks
or whatever we need.

MEMBER MESERVY: That's fine.

CHAIRMAN WREN: Okay.
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MEMBER MARNELL: I think as fast as Josh feels
he cart do it, it's appropriate, Mr. Chairman, and maybe we
don't have need to the convened Board. Maybe we can have
a video conferencing where we can go through the data on
our own, like we always do, and come together, and we all
can say we either agree with the data or we don't.

If we don't, there might be some more work to
do. If we do, we can finish this motion, and we can be
done.

CHAIRMAN WREN: First week -- gsome time the
first week of December then?

JOSH WILSON: That would be fine.

CHATRMAN WREN: Okay. I've amended your
motion to include that, and you've agreed to second it?

MEMBER MESERVY: Second.

MEMBER MARNELL: Thank you, Mr. Chairman. The
pregsure was unbelievable. I'm glad you're now a part of
that.

CHAIRMAN WREN: I feel better, too.

Okay. All in favor say "Aye."

("Aye" responses)

CHAIRMAN: Opposed?

Motion carries unanimously.

(Vote on the motion carried unanimously)

CHAIRMAN WREN: Thank you very much.
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2003-2004 was the reappraisal year?

MR. WILSON: That's correct.

CHAIRMAN WREN: And I normally ask this before
and I'm asking it as an appraiser because it doesn't make
sense to me to roll everything back in 2002 values when we
know that the market was increasing dramatically but not as
dramatically as it did in '03, '04, '05. The market was
increasing back then.

My concern in just saying these are the right
values is it makes more sense to me to ask you, utilizing
this information what would the percentage increase be dﬁring
that period and/or if you had utilized other adjusting
techniques in your reappraisal.would your value still have
been similar to what you actually had on them in 03-047?

MR. WILSON: My answer would be yes. During the
2006-7 hearing before the State Board of Equalization as well
as the 2007-8 hearings before the State Board of
Equalization, which all occurred in 2007 for the most part
because of the pending stay by the Supreme Court, there was a
lot of information in the record which said or articulated
what the factor would have been if we would have applied it
to the rollback number versus the non-rollback number.

And clearly, if you look at this on a value
basis, none of the properties at the lake ever were excessive

as measured by the taxable value exceeding their market
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market adjustments. They might not be the same variety.

And finally, I just wanted to reiterate the
importance of NAC 361.652, which-is your-regulation thét
defined equalization. It says that equalized property
valuation means to ensure that the property in this state is
assessed uniformly in accordance with the methods of
appraisal and at the level of assessment required by law.
It's a two-part requirement. I know you've heard me say this
before. But the methodology and the relationship to taxable
value which in itself consists of fair market value for land
and replacement costing statutory depreciation from
improvements must be uniform among similarly-situated
properties. If a method is not uniform and is struck down,
as has happened, the property still has to reach the
parameters outlined in NRS 361.333 to meet the statutory
level of assessment.

MEMBER JOHNSON: Could you say that one more
time?

MS. RUBALD: 1If a method is not uniform and is
struck down as the Supreme Court struck down methodologies,
those properties still have to reach the parameters that are
outlined in NRS 361.333, which is for land, for instance, has
to be within 32 to 36 percent. The level of assessment has
to be between 32 and 36 percent of the taxable value. And

taxable value for land is defined as fair market value.
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provided for the valuation of properties primarily by
comparable sales or in the absence of sufficient ccmparable
sales by processes of allocation, extraction, I think one --
I think allocation extraction was one category and there was
a third category for cost. But I'm sure Dawn will find it
for you.

Whatever the definition of equalization, and
there was none in 2002-3. The Supreme Court in its Barta
decision said, and I'm quoting now, the Barta decision is
also in your record, but it talks specifically about the
duties and obligations of the State Board of Equalization.
"Nevada's constitution guarantees," and I quote, "a ﬁniform
and equal rate of assessment and taxation."

"That guarantee of equality should be the board
of equalization predominant coﬁcern and that concern is not
satisfied by merely ensuring that a property's taxable value
does not exceed its full cash value.

Under Bakst, a valuation developed in violation
of a taxpayer's constitutional right to a uniform and equal
rate of assessment and taxation is an unjust valuation. And
upholding an assessor's unconstitutional methodologies the
state board applies a fundamentally wrong principle." . And
that's the end of the quote from the Barta case.

But what the Supreme Court has directly told this

board and taxpayers is that you can't fix unconstitutional
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MS. FULSTONE: I'm sorry. You'll have to ask me
that again. I don't think what?

CHAIRMAN WREN: Okay. The value should increase
in '03 and '04 even though that was a reappraisal year and
there is ample market evidence that values had increased
significantly during that period of time?

MS. FULSTONE: No, I don't. And partly that's a
matter of policy and partly that's just a matter of
equalization to what this Supreme Court has decided. The
Supreme Court could have said Washoe County, go back and do
these following the regulations. They didn't.

When the assessor uses unconstitutional,
unauthorized methodologies to value property, a do-over by
the assessor is not, from a policy standpoint, an appropriate
remedy. What the Supreme Court said is we're not going to
allow a do-over. We're going to take these back to 2002, the
last year that was not challenged by the taxpayers.

And that I think in fairness and as a matter of
policy is where all of these values -- Again, as a matter of
fairness and policy that's where all of these values that the
assessor has himself identified as being developed using
unconstitutional methodologies should be reset with the
exception obviously of the ones that go down.

CHAIRMAN WREN: So what do you think —— What is

your opinion? If this goes back to 2002-2003 using 1.8
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factor, they're going to be excessively below full cash
value. We'll be at the equalization if we do that.

MS. FULSTONE: You -- I don't know about you.

The properties at Incline Village will not be out of
equalization if they are returned or reset at 2002-3 values.
They will be an equalization with the properties that have
already been reset to those values by the courts. and that'é
the grievance that's before the board and that's the decision
for the board to make.

CHAIRMAN WREN: Okay. Other questions? Aileen,
are you out there? Any questions?

MEMBER MARTIN: Not yet. Thank you.

CHAIRMAN WREN: Okay. Anthony.

MEMBER MARNELL:v-Mr. Chairman, I apologize. I'm
a little confused. I thought we already made this motion and
we're here today to decide —- to look at what Mr, Wilson has
presented. I believe my motion was to roll back to 02-03
with a 1.08 factor and for Mr. Wilson to go run the list so
we could confirm the numbers. Are we rehearing this again or
are we —-- Correct me where I'm wrong.

CHAIRMAN WREN: No. I think that you are
corréct. But I'm taking as much testimony as possible
because I'm concerned that the numbers -- what we wanted to
do when we saw what we wanted with your motion was to have

the assessor bring it back to us so we can see exactly what
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equalized property valuations. This is the definition.
Equalized property valuations means to ensure that the
property in this state is assessed uniformly in accordance
with the methods of appraisal and at the level of assessment
required by law. '

MEMBER MESERVY: You read it so quick. Did we
use the word "value" in there?

MS. BUONCRISTIANI: It says means to ensure that
property in this state is assessed uniformly in accordance
with the methods of appraisal and at the level of assessment
required by law.

MEMBER MESERVY: Because I didn't hear the word
"values," but I guess —-—

MS. BUONCRISTIANI: The level of assessment would
result in value. And Ms. Rubald can explain, possibly
explain that to you.

MEMBER MESERVY: That might be helpful.

MS. RUBALD: Mr. Chairman, Mr. Meservy, Terry
Rubald for the record. The level of assessment required by
statute is 35 percent of taxable value. And then we have to
refer to NRS 361.227 to find out what taxable value means.
And for land, taxable value means fair market value. With
the exception of highest and best use, we have to look at
actual use rather than highest and best use. And for the

improvements, we have to look to replacement costs less

45

CAPITOL REPORTERS (775) 882-5322

APX00621



independent of the Tax Commission. I had my --

MEMBER MESERVY: So it's been well before 200272

MS. BUONCRISTIANI: That the Tax Commission and
the state board became separate bodies, vyes.

MEMBER MESERVY: Okay. Thank you.

MEMBER JOHNSON: I have a question for you,

Ms. Fulstone. And that is any part of what you're alleging
do you include taxable value exceeding market value?

MS. FULSTONE: I don't —— I don't think taxable
value exceeding market value is raised as an issue in any of
the proceedings with which I am familiar. But I'm not clear
how, Member Johnson, you think that it might apply here.

MEMBER JOHNSON: I just wanted to narrow down the
issues that were before us and make sure there wasn't any
evidence to support taxable value being an excessive market
and what you just said because there was no evidence and that
wasn't something that was considered.

MS. FULSTONE: No. Again, I think the issue is
the use of unconstitutional methodologies and the courts
having deemed the resultant value to be null and void. I
don't think the Court went back and said —- and measured
against any particular valuation number. Agaiﬁ, it is a
function of methodology that the valuations are
unconstitutional.

MEMBER JOHNSON: Thank you.
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else we know, we know by virtue of the report made by the
assessor today that the properties he has identified were
valued using unconstitutional methodologies. There is no
reason to go looking to other counties. That's all I have,
unless there are other questions.

CHAIRMAN WREN: Questions? Okay. Anybody else

want to say anything? Mr. Wilson, anything else? Terry.

MS. RUBALD: Thank you, Mr. Chairman. I guess I

just need to point out that you can't isolate NAC 361.652
from all the other definitions and the requlations that you
have about equalization. For instance, NAC 361.654, which
defines the ratio study, means an evaluation of the quality
and level of assessment of a class or group. So it isn't
just 35 percent, just a mathematical thing. We're looking
for the quality and uniformity of assessment through
statistical analysis.

| CHAIRMAN WREN: Okay.

MS. FULSTONE: Mr. Chairman, if I might respond
briefly. As indicated in the brief that, rebuttal brief that
I had filed with this board, the ratio studies, the
statistical ratio studies that were done at the -- for the
years 03-04 through 05-06 do nbt address equalization at
Incline Village, as Ms. Rubald herself admitted earlier. To
the extent that the 05-06 ratio studies even address Washoe

County, it's not clear that there is a single Incline Village
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is going to mention to you as well that these regulations
that the LCB File R0O31-03 was adopted August 4th 2004 and all
of those unconstitutional methodologies are now provided for
when they were adopted in 2004. So I do wonder whether the
05-06 years even subject to this because those regulations
were in place.

| MS. FULSTONE: Mr. Chairman, I apologize for
prolonging the agony here as well. But what Ms. Rubald has
said is it is likely to mislead the board if I don't correct
it.

This issue of the 2004 regulation was directly
addressed in the Barta case. And because the 2003-4
appraisal was the base year for both 04-05 and 05-06, what
the Court said was it doesn't matter that the regqulations
have changed. These earlier and this appraisal was done in
03-04 before the regulations were changed. So the appraisal
done by the Washoe County assessor for 03-04 is
unconstitutional for 04-05 and 05-06 as well, per the
decisions of the Supreme Court.

CHAIRMAN WREN: Okay. Anything else before I
close the hearing? Because once I close the hearing, I'm not
going to accept anymore testimony today. Okay. So the
hearing is closed.

Anthony, I want to go back to you. It was your

motion that got us here. But I told you my concern and I'm
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going to reiterate it for everybody though is that, you know,
I agree that with all the testimony and all the things we've
heard through all of these years now that given all the
arguments that perhaps we need to start with the basis of
2002-2003 and then move the values forward.

With the information the assessor brought us, I
don't think that they're representative of what the full cash
value should be on those and I'm not sure with the testimony
that I've heard that you use a percentage -or you can do a
ratio study or there's any way to go back this many years and
be equitable to everybody, including the people, the property
owners on his list.

However, one of the things that we've heard time
after time after time after time is that there really has
never been any argument that these weren't, values did not
exceed full cash‘value.

And as the appraiser, and there may be another
appraiser on this -- As an appraiser, I keep going back to
that thoug@t that if they weren't, if they didn't exceed full
cash value and if we were doing this back in 2004 and five
instead of 2012-2013, we probably would have done a couple
different things. We would have said, listen, you used
methods or used techniques that weren't codified, redo them
and tell us what the value would be. And I've asked that

question of the assessor several times now and what the

59

CAPITOL REPORTERS (775) 882-5322

APX00625



answer has always been is that the values probably would be
similar or the same as what you put on the values to start
of f with, which are the best I can tell what they would have
been given similarly-situated properties.

So those are my thoughts, Anthony, and I'll let
you go from there and then I'll give everybody else a chance.

MEMBER MARNELL: Okay. Mr. Chairman, I will try
to be as clear as possible with what I've heard today and my
opinion. First of all, with all due respect to all of my
fellow board members, I think that this issue is so
complicated and so deep, it sounds to me like regardless of
what we do this is going to go to a higher place to be
decided. And I think that the Washoe County's paper is a
clear position of that. And we already know where
Ms. Fulstone sits because she's already in the court.

So in saying that though, I still feel obligated
to do the best I can with my fiduciéry duty as a member. And
so, therefore, I will give you my following comments based on
the testimony.

At this point in time, based on what I've heard
today, I don't see any reason to change the motion that I
made back in November and I will tell you why. It is clear
to me that unconstitutional methods were used for the years
in discussion. It is also clear we had discussion about what

I see is the other alternative, which is to go back and
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right now is that we're not dealing with full cash value and
all of the other things. We're dealing with, again,
unconstitutional methods.

And then in the brief provided by the county by
Mr. Creekman talks about in our September hearing that we
heard other grievances. And that's exactly what they were.
They were grievances that were investigated and still are
being investigated. And I believe Terry is still going to be
doing work on the other people that testified before us. But
there is no convicting evidence of any unconstitutional
method or anything illegal in the September testimony of 2012
that we took.

So to say that we did not take action there, I do
not agree with. We heard evidence or we heard people's
testimony where they felt there may be some things that are
unjust and some of those things are still being investigated.
And if we find that, I guess it would be fair to say we would
take the appropriate action at the time when we had that
concluded. But right now that's not concluded and/or it was
found to be not accurate.

So the Washoe County, Incline Village/Crystal Bay
specific issue is the one that is before us, it has an
enormous case file as it sits right in front of your desk
today and it has an enormous record all the way up to the

highest court in the State of Nevada. And that's the issue
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that has come back before us as well as investigating the
others. But the others don't have any conclusive evidence.

So I sit today in the same spot I sat in
September and the spot that I made the motion in November
that while this is -- this is not a financially fun issue to
deal with and it's on a massive scale, the facts I think are
clearly laid out from the perspective of what the Supreme
Court did. And I put in my notes whether we agree with it or
not. And I_know that there are many board members that do
not agree with the decision that the Supreme Court made. I
in part can be, because I'm not an educated appraiser like
yourself, I kind of sit on the fence about what they did and
the approach that they took. But irregardless, that's what
they did.

.And so in following the path and following what
they said, that was why I made the motion that I made in
moving forward. And I don't hear anything today that gets me
to want to change my mind. And again, I understand that
we're talking about a combination, an aggregate of about a
billion and a half dollars worth of assessed property value
over a three-year period and I understand the scale of the
decision is large.

So that doesn't lead me to want to be able to
just go "I'd rather take no action because I don't want to

wear this one on my shoulders." I don't have a problem
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can't we do as a board?

MS. BUONCRISTIANI: I think if you look at your
writ of mandate, I agree with what Dennis was saying in that
it leaves it pretty open as to what you can do. I'm not
sure, and I couldn't tell you that I agree with Ms. Fulstone
in terms of you are limited to what the Supreme Court has
said in Bakst or Barta. Because you have the opportunity.
This is very similar properties, but these, this is a hearing
where you're taking information. And for you to ignore
information that you take or that you could'take there
wouldn't be a purpose to the hearing. Does that answer your
question?

MEMBER JOHNSON: It does. When I look at the
writ I see we can take actions as it required to modify the
values for equalization. So I read that the same way you do.
What I struggle with 1s its equalization is a two-prong
approach and here we do have methods of appraisal we use that
are deemed to be unconstitutional. But in changing that, the
level of assessment also has to be what's required by law.

And what I struggle with is I think Ms. Fulstone
would have raised the issue that if the current values
exceeded, current taxable values exceeded market they would
be raising that iésue before us and we would hear all about
it. So therefore, I'm led to believe that in the current

condition taxable value is not exceeding market value. And
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appropriate correct action to make sure that we ensure that
this is 100 percent correctly done with constitutional
.methods and at the same time equalizing across the area of
Incline Village and Crystal Bay. The motion would be to
Washoe County assessor's office to reappraise all properties
for the 03-04, 05-06 and 0 -~ I'm sorry. 03-04, 04-05 and
05-06 to reappraise all properties in those three tax years
that were unconstitutionally appraised or identified as
unconstitutionally appraised and to determine the new taxable
value. And in the event that any of those valuations
increase, to assure that we comply with NRS 363.395(2).

And I would also include in my motion that they
use all necessary means to accomplish this goal. And I'm
assuming that that's going to cost them some money. But I'm
sure it's far better than a 1.5 billion dollar property tax
drop. So they're going to need to go figure out within their
coffers and their budgets on how to accomplish that goal.

But I think it's appropriate that that not be an
excuse to be able to not do it and that they may need some
technological assistance and also maybe some people
assistance in order to go do this. And I don't have a time
frame because I have no idea how complicated that is. So I
would look to you for a time frame in which we would like

this done.

MEMBER MESERVY: I'll second that long motion.
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CHAIRMAN WREN: Ben.

MEMBER JOHNSON: The only part that I don't know
if it's possible to augment the motion is we need to deal
with the level of assessment required by law. So what we're
going to have here in the end is we'll have values that are
using the methodologies required by law, but we have no way
then to determine if those new values are at the level of
assessment required by law.

So I would like to augment it and ask that based
on whatever the results are from the Washoe County assessor's
office that Terry prepare a sales ratio study on those to

determine if they're at the level of assessment required by

law.

CHAIRMAN WREN: Would you include that in your
motion?

MEMBER MARNELL: I don't have a problem with
that.

MEMBER MESERVY: And I'll second that addition,.

CHAIRMAN WREN: Okay. Any other comments?

MEMBER MARNELL: Mr. Chairman, do you have a time
frame that you think that this should be done by? Maybe in
the next decade.

CHAIRMAN WREN: Yeah, that's kind of what I was

thinking.
MS. BUONCRISTIANI: That was the statement that I
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was going to make after you finished your motion is that I
have a response to make to the court by somewhere around
mid-February. But I could ask for an extension based on what
you're proposing to do.

MEMBER MARNELL: I really don't know if you want
to open it back up for testimony to hear what Mr. Wilson
would like to say or not or maybe you just have a good
feeling, Mr. Chairman, on how long this will take.

CHAIRMAN WREN: You know, I don't. It would be a
guess on my part and it would appear to be a guess on his
part also. I think it would be reasonable to say to have it
accomplished within the next 12 months. I'm not sure that it
needs to be done any sooner than that. It is going to be
somewhat complicated. I think that the Court will be
answered by our decisions that we make. What the final
action is really doesn't matter as far as the coming court
dates. 5o I would say that we have everything accomplished
within a 12-month period.

And I'll also state that if it gets to a point
where the assessor requires more time then he can come —- he
can ask us for it.

MEMBER JOHNSON: I just want to speak to that
briefly. On page number 16 of Mr. Creekman's response, he
indicates that the assessor's office could reappraise the

properties at issue -- Where does he say it? He says -- It's
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the first paragraph on that ‘page. But based on this it seems
to indicate that Washoe County would be able to accomplish
it. They would want, need a little bit of time but that they
could do it.

MEMBER MARNELL: Yeah. I think within six months
Lo one year is fair, appropriate and -- So I think we should
leave it, Mr. Chairman, and six months to no later than one
year.

CHAIRMAN WREN: Okay. Very good. Dennis, do you
agree with that in your second?

MEMBER MESERVY: I second that too, the addition.

CHAIRMAN WREN: Okay. All right. I have a
motion and second. Any other comments? Okay. All in favor
say aye.

(The vote was unanimously in favor Qf the motion)

CHAIRMAN WREN: Opposed? Okay. It carries
unanimously. All right. Thank you very much, members.

Okay. Terry.

MS. RUBALD: Mr. Chairman, that takes us to Item
D, possible action statewide equalization.

MEMBER MARNELL: Mr. Chairman, I would throw my
comments in. I think I've already said this in the prior
comments, but I did not see any evidence whatsoever anywhere
in any of the testimony since I've been on this board that

requires any statewide action of equalization. I don't think
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AGENT AUTHORIZATION FORM

If you have already completed the Agent Authorization farm on one of the appeal forms, you do not need to complete this form. if you
decide to have someane represent you after you have aiready submitted the appeal form, you may still appoint an agent to represent
you if you first notify the State Board by using the Agent Autharization fonm, Please download, fill out and sign this form.

*Ppi Agent Authorization
Form

WITHDRAWAL FORM

If you would fike to withdraw your appeal, please fill out the form below and retum it to the State Soard of Equalization either by (ax or mail.

Q;DF Withdrawal Form

Board Dates
There are no detafls at this time.
AGENDA

Details of the next meeting of the State Board of Equalization can be located hers, along with the most current agenda, if
available.

MEMBERS

Mr. Antheny (Tony) Wren is an independent fee appraiser with 32 years of experience. He
has been in the Reno/Sparks area for over 24 years, A native of Wyoming, Mr. Wren
reiocated to Reno/Sparks in 1984. At that time, he had just eamed the SRA-Seniof
Rasidential Appraiser dasignation from the Society of Real Estate Appraisers. in 1887, he
received the SRPA-Senior Real Property Appraiser designation. In 1991, he received the
MAI designation from the Appraisal Instittte.

Mr, Wren has been active in the Reno-Carson-Tahoe Chapter of the Appraisal institute, MHe .
served as a member of the Board of Directors for the chapter and served as its president in
1988 and 1889 and 2000. He has served on several national committees of the Appraisal
ingtitute including the Facuky committee and was a national reviewer for several courses.
Mr. Wren teaches real estate appraise! courses and is also a real estate broker. He has
taught the Principles course and the Income Valuation course st Truckee Meadows
Community College. He has also instructed Standards and Ethics, as welt as Principles and
Procedures and other courses and inars, for the A isal insitute.

Mr. Wren is a nationally Certified USPAP (Uniform Standards of Professional Appraisal
Practice) instructor, He was instrumental in the wriling of the appraiser licensing/certification
faw for Nevada. He has been appointed twice by the Govemor of Nevada to serve on the
Nevada Commission of Appraisers {9/94 to 6/97) and (7197 to 6/00) and served twice as
Presi of that C i88i Mr. Wren was appointed to the Nevada State Board of
Equalization by Govemnor Jim Gibbons (3/08 to ¥12).

Chatrman Anthony (Tony) Wren

Ms, Alloen Martin - biography forthcaming

Alleen Martin

Nir. Dennls K. Meservy Is a Certified Public Accountant (CPA) in Las Vegas. He owns
and operales his own CPA firm. He is a member of the American institute of CPAs and is
a past-Chairman of the Nevada Society of CPAs,

http://tax.state.nv.us/doas_sboe_new.html 2/21/2013
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QUALIFICATIONS OF APPRAISER
BENJAMIN Q. JOHNSON

Professional Designations
MAI - Member Appraisal Institute

State Licensing and Certification
Certified General Appraiser — State of California
License Number AG043925
(Certified through April 29, 2014)

Certified General Appraiser — State of Nevada
License Number A.0205542-CG
(Certified through November 30, 2014)

Professional Experience
Johnson-Perkins & Associates, Inc.

General Electric
Finance Intern

Formal Education
Santa Clara University — Santa Clara, CA

Bachelor of Science in Commerce; Majoring in Economics

Qualified as an Expert Witness
Nevada District Courts
U.S. Bankruptcy Court — District of Nevada
Washoe County Board of Equalization
Nevada State Board of Equalization

Offices Held

Reno-Carson-Tahoe Chapter of the Appraisal Institute

Director
Secretary

Vice President
President (elect)

Association Memberships and Affiliations

Nevada State Board of Equalization — Board Member

(Appointed by Nevada Governor Brian Sandoval)

Leadership Development and Advisory Council (LDAC)

Executives Association of Reno (EAR)

2009

2005-Present
2002-2004
(Summers Only)

2005

2011
2012
2013
2014

2012-Present

2010
2009 -2012
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QUALIFICATIONS OF APPRAISER
BENJAMIN Q. JOHNSON (contd.)

Appraisal Education
Appraisal Institute

Basic Appraisal Principles
Basic Appraisal Procedures
15 Hour National USPAP Course
Business Practices and Ethics
Advanced Income Capitalization
General Market Analysis and Highest & Best Use
Advanced Sales Comparison & Cost Approaches
Report Writing and Valuation Analysis
Advanced Applications
7 Hour National USPAP Update Course

Kaplan Professional Schools
Nevada Appraisal Law
7 Hour National USPAP Update Course

12006

2006
2006
2007
2007
2007
2007
2007
2007
2011

2006
2008
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Dennis K. Meservy
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Anthony Marnell, Iil

Mr. Anthony Marnell, III is the Founder, Chairman and Chief Executive
Officer of M Resort Spa Casino. Born and raised in Las Vegas, Anthony earned
his Bachelor of Science degree In Hospitality Administration at the University of
Nevada Las Vegas. He began his career in the gaming Industry In 1995 and
held the position of Corporate Vice President of Markating for the Rio All-Suite

Hatel Casino and served as a Corporate Vice President of Marketing for Harrah's

Entertainment, Inc. until £999.

He is aiso acting Chairman of Saddie West Inveétors, LLC and Chief Executive
Officer of Aces High Management, LLC and the Founder and Chalman of
TRIRIGA, Inc., the global feader in the Integrated Workplace Management
Systemn market.

Anthony aiso enjoys serving on the board of the following organizations:

Board Member of the Marnell Foundatton

Board Member of Marnell Corrao Assoclates

Board Member of Tuscany Research Institute

Board Member of the Henderson Boys and Girts Club

Anthony lives in Las Vegas with his wife Lyndy and their three beautiful
children,

Benjamin Q. Johnson

Mr. Benjamin Q. Johnson is an Independent fee appraiser, He is a fourth
generation Nevadan and lifelong resident of Lake Tahoe, He earned the MAl
designation from the Appraisal Institute, becoming the youngest in the
arganizations history to eam its highest designation. Ben has served in various
leadership roles for the Reno-Carson-Tahoe Chapter of the Appraisal Institute.
He currently serves as the chapter’s Vice President.

Ben graduated from Santa Clara University with a bachelor's degree in
commerce majoring in economics. Community endeavors include having
served as 3 "Big" for Big Brothers/BIg Sisters of Northern Nevada and various
leadership rales with Lake Tahoe Track Club and AD Sports Tahoe, Ben lives In
Zephyr Cove with his fiancée, Cathy.

State Agency Online Privacy Policy

http://tax.state.nv.us/doas_sboe_new.html

CONTACT US:

Nevada Dapartment of Taxation
Dlvision of Local Government Services
1550 College Parkway, Saite 115
Carson Clty, Nevada 89706
(775) 884-2100 Fax: (775) 684-2020
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rely to support the claim that a change in the taxable value or classification of subject property is
necessary. 2) A copy of the tax assessment notice for the tax year in question, if applicable. 3) a copy of
any evidence upon which the petition is based currently in your possession. Evidence not yet available
may be sent to the State Board no later than 15 days prior to the scheduled hearing.

You may appeal your case directly to State Board of Equalization if your issue fits one of the
descriptions below:

NRS 361.360(1); NRS 361.400(2): Failure of County Board to egualize; undervaluation or

nonassessment of other property. (Appeal must be received on or before March 10)

NRS 361.360(3): Real or personal property placed on unsecured tax roll after December 15

appeal could not be heard by County Board of equalization. {Appeal must be received on or

before May 15)

NRS 361.403: Undervaluation, overvaluation or nonassessment of property by Nevada Tax

Commission. Appeal must be received on or before January 15)

NRS 361A.240(2)(b). Under-or-over valuation of open-space use assessment. {Appeal must

be received on or before March 10)

NRS 361A.273(2). Determination that agricultural property has been converted to a higher

use; valuations for deferred tax years; Notice of conversion from assessor received after

December 16 and before July 1. (Appeal must be recejved on or before July 15)

NRS 362.135: Net Proceeds of Minerals Tax certification. Appeal must be filed within 30

days after certification is sent to taxpayer [usually about May 20J)

Assessor/Department Direct Appeal Form P A T
This appeal form is for use ONLY by Assessors or the Department of Taxation for NN /
the following reasons: ) i

NRS 361.360(1): Aggrieved at the action of the County Board in equalizing or failing to
equalize.

NRS 361.395(1): Request for equalization of neighborhood or market area.

NRS 361.403: Centrally assessed property.

NRS 361.769(3)(b): Property escaping taxation.

NRS 361A.240(2)(b): Under-or-over valuation of open-space use assessment,

NRS 362.135: Net Proceeds of Minerals Tax certification.

Agent Authorization Form (POF] .
If you have already completed the Agent Authorization form on one of the appeal'sg) \-;\».-,'/ 3
forms, you do not need to complete this form. If you decide to have someone -
represent you after you have already submitted the appeal form, you may still appoint an agent to
represent you if you first notify the State Board by using the Agent Authorization form. Please downjoad,
fill out and sign this form.

Withdrawal Form S
If you would like to withdraw your appeal, please fill out the form below and return it N
to the State Board of Equalization either by fax or mail. "

AGENDA To Top ~

Details of the next meeting of the State Board of Equalization can be found on the Departments Public
Meetings page, along with the most current agenda, if available,

MEMBERS OF THE STATE BOARD OF EQUALIZATION To Top -~

Mr. Anthony (Tony) Wren - Chairman
Term: March, 2008 - March, 2012

Mr. Anthony (Tony) Wren is an independent fee appraiser with 32
years of experience. He has been in the Reno/Sparks area for over
24 years. A native of Wyoming, Mr. Wren relocated to Reno/Sparks
in 1984. At that time, he had just earmned the SRA-Senior
Residential Appraiser designation from the Society of Real Estate
Appraisers. In 1987, he received the SRPA-Senior Real Property
Appraiser designation. In 1991, he received the MAI designation
from the Appraisal Institute.

Mr. Wren has been active in the Reno-Carson-Tahoe Chapter of
the Appraisal Institute. He served as a member of the Board of
Directors for the chapter and served as its president in 1988 and
1988 and 2000. He has served on several national committees of
the Appraisal institute including the Faculty committee and was a
national reviewer for several courses. Mr. Wren teaches real estate
appraisal courses and is also a real estate broker. He has taught
the Principles course and the Income Valuation course at Truckee
. Meadows Community College. He has also instructed Standards

and Ethics, as well as Principles and Procedures and other courses
and seminars, for the Appraisal Institute,

http://frostfire.dnsdojo.net/tax/dept/doas/sboe.php 2/18/2013
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Mr. Wren is a nationally Certified USPAP (Uniform Standards of Professional Appraisal Practice) instructor,
He was instrumental in the writing of the appraiser licensing/certification law for Nevada. He has been

appointed twice by the Govemncr of Nevada to serve on the Nevada Commission of Appraisers (9/94 to 6/97)
and (7/97 to 6/00) and served twice as President of that Commission. Mr, Wren was appointed to the Nevada

State Board of Equalization by Govemor Jim Gibbons (3/08 ta 3/12).

Mr. James Russell (Russ) Hofland
Term: October, 2008 - September, 2012

Mr. James Russell Hofland earned his Bachelor of Science
degree in Agricultural Business at Montana State University in
1987 and his Masters in Business Administration at the University
of Nevada Reno in 2003,

Mr. Hofland has been a Nevada resident since June 1998. He
was formerly a licensed insurance agent and certified general real
estate appraiser in the State of Montana.

Mr. Hofland has seven years experience in mine accounting with
Barrick Gold and is currently Project Manager ~ Accounting for
the North American Region. He was previously Accounting
Supervisor for Nevada dealing with capital, royaities, net
proceeds and property taxes and also Senior Accountant for

Mr. Hofland has eleven years experience in the Farm Credit System: three years as branch manager in Elko,
Nevada, and eight years in various positions in Montana including three years as Senior Appraiser.

Mr. Hofland served three years as Vice President and Agricultural Loan Officer for Stockman Bank in the

Commercial Banking fieid.

Ms. Aileen Martin
Term: November, 2008 - October, 2011

Ms. Aileen Martin's biography is forthcoming.

http://frostfire.dnsdojo.net/tax/dept/doas/sboe.php

Mr. Dennis K. Meservy
Term: March, 2009 - October, 2011

Mr. Dennis K. Meservy is a Certified Public Accountant (CPA) in
Las Vegas. He owns and operates his own CPA fim. He is a
member of the American Institute of CPAs and is a past-Chairman
of the Nevada Society of CPAs.
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Mr. Anthaony Marnell, ifl
Term: March, 2009 - March, 2013

Mr. Anthony Marnell, lll Anthony is the Founder, Chairman and
Chief Executive Officer of M Resort Spa Casino. Born and raised
in Las Vegas, Anthony earned his Bachelor of Science degree in
Hospitality Administration at the University of Nevada Las Vegas.
He began his career in the gaming industry in 1995 and heid the
position of Corporate Vice President of Marketing for the Rio All-
Suite Hotel Casino and served as a Corporate Vice President of
Marketing for Harrah's Entertainment, Inc. until 1999,

He is also acting Chairman of Saddie West Investors, LLC and
Chief Executive Officer of Aces High Management, LLC and the
Founder and Chairman of TRIRIGA, Inc., the global leader in the
Integrated Workplace Management System market.

Anthony alsc enjoys serving on the board of The Marnell
Foundation, Marmell Corrac Associates, Tuscany Research
Institute, and The Henderson Boys and Girls Club.

Anthony lives in Las Vegas with his wife Lyndy and their three
beautiful chiidren.
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SNELL & WILMER L.L.P.
Suellen Fulstone, No. 1615

50 West Liberty Street, Suite 510
Reno, Nevada 89501

Telephone: (775) 785-5440

Attorneys for Petitioners

FILED
Electronically
02-22-2013:11:25:03 AM
Joey Orduna Hastings
Clerk of the Court
Transaction # 3548767

IN THE SECOND JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA

IN AND FOR THE COUNTY OF WASHOE

VILLAGE LEAGUE TO SAVE INCLINE
ASSETS, INC., a Nevada non-profit
corporation, on behalf of their members and
others similarly situated; MARYANNE
INGEMANSON, Trustee of the Larry D. and
Maryanne B. Ingemanson Trust; DEAN R.
INGEMANSON, individually and as Trustee
of the Dean R. Ingemanson; J. ROBERT
ANDERSON; and LES BARTA; on behalf of
themselves and others similarly situated;

Petitioners,
Vs.
STATE OF NEVADA on relation of the State
Board of Equalization; WASHOE COUNTY;
BILL BERRUM, Washoe County Treasurer,

Respondents.

) Case No. CV03-06922
)
) Dept. No. 7
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

ADDENDUM TO OBJECTIONS TO
STATE BOARD OF EQUALIZATION REPORT AND ORDER

Attached is Exhibit 6 (2008-2009 Land Factor Report, Department of Taxation, Division

of Assessment Standard) which was inadvertently omitted from the Objections to State Board and

Equalization Report and Order filed with this court on February 22, 2013,
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any person.

Respectfully submitted this 22nd day of February 2013.
SNELL & WILMER L.L.P.

/s/ Suellen Fulstone
By:

~ Suellen Fulstone, No. 1615
50 West Liberty Street, Suite 510
Reno, Nevada 89501
Attorneys for Petitioners

The undersigned affirms that this document does not contain the social security number of

/s/ Suellen Fulstone

Suellen Fulstone
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CERTIFICATE OF SERVICE

Pursuant to Nev. R. Civ. P. 5(b), I certify that I am an employee of SNELL & WILMER

L.L.P., and [ served the foregoing document via the Court's e-flex filing system on the date and to

the addressee(s) shown below:

Dawn Buoncristiani

Office of the Attorney General
100 North Carson St.

Carson City, NV 89701

David Creekman

Washoe County District Attorney’s Office
Civil Division

P.O. Box 30083

Reno, NV 89520

DATED this 22nd day of February, 2013.

/s/ Holly W. Longe

Empioyee of Snell & Wilmer L.L.P.
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Douglas County Land Factors
Note 1

Portion of Book 1220-08, 09, & 17 (described as Montana at Genoa Lakes Golf Resort):
The Assessor developed a factor of 1.20 using an abstraction methodology to derive a value for
land. Using 13 improved sales, the Assessor found the factor resulted in a median ratio of
32.4%, with a lower confidence interval of 22.1% and an upper confidence level of 29.8%,
which suggests that the true median may or may not be within the statutory range. The COD is
17.3% which is within TAAO guidelines. While the median ratio is within statutory guidelines,
reappraisal of the described area is preferred over factoring since there is no consensus model in
existence for the application of the alternative methodologies (abstraction or allocation) in the
absence of a sufficient vacant land sale analysis.

THE TAX COMMISSION VOTED TO ACCEPT THE LAND FACTOR RECOMMENDED
BY ASSESSOR.
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ADOPTED REGULATION OF THE
NEVADA TAX COMMISSION
LCB File No., R031-03

Effective August 4, 2004

FEXPLANATION — Matter in italics is new. matter in brackets |ennitad-aratenat] is material to be omitted.

AUTHORITY: §§1-24 and 26-31, NRS 360.090 and 360.250; §25, NRS 360.090, 360.250 and
361.2445. :

A REGULATION relating to taxation; revising provisions governing the determination of the
taxable value of real and personal property; making various other changes
governing the taxation of real and personal property; and providing other matters
properly relating thereto.

Section 1. Chapter 361 of NAC is hereby amended by adding thereto the provisions set
forth as sections 2 to 13, inclusive, of this regulation.

Sec. 2. A5 used in NAC 361.030 to 361.580, inclusive, 361.778 and 361. 800, and sections
2 10 13, inclusive, of this regulation, tll"(’.\‘b‘ the context otherwise requires, the words and
terms defined in sections 4, 8, 9 and 10 of this regulation have the meanings ascribed to them
in those sections.

Sec. 3. “Abstraction method” means a method of estimating the value of land by
subtracting from the sales prices of improved parcels the full contributory value of ull items
atiributable 1o the value of the improvements, thus yielding estimates of the residual or
remainder value of the land,

Sec. 4. “Actual uge” meuns the total number of years from the year of the construction of

un impravement 1o the pear of the lien date for the faxes which it affects.

-
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Sec. 5. “Allocation method” means a method used to value land, in the absence of sules
of vacant land, by estimating, from sales of comparuble improved properties, a typical ratio of
land to total value and applying that ratio to the improved property being analyzed to
determine the value that the lund contributes 1o the total value of the property.

Sec. 6. “Capitalization of ground rents” means the estimation of the value of lund in the
ubsence of comparable sales by capitalizing the revenue from market-rate leasey of land.

Sec. 7. “Cost of development method” meuns a method used to estimate the value of
andeveloped land in which direct and indirect costs and entreprenenrial profit are deducted
Srom an estimate of the probable proceeds to be obtained from selling the land as developed
parcels and the resulting net income is discounted to u present volue at a market-derived rute.

Sec. 8. “Cust of replacement”™ means the estimated cost to construct an improvement with
utility similar to the improvement being appraised, using modern materials and current
standuards, design and layout,

Sec. 9. “Deprecidtinn " means, except as otherwise provided in NAC 361.266, « loss in the
value of real or personal property from any canse.

Sec. 10. “Dmprovement” means all uppurtenances erected upon or affixed to the land,
including, without limitation, those improvements listed in paragraphs (a) and (b) of
subsection | of NRS 361.035,

Sec. 11.  “Land residual technique” means a method used to estimate the value of land
Srom a knowledge of normal net income, the discount rate, the remuaining economic life of the
property and the full contributory value of any improvements and nonrealty items. Thé
method isolates a measurable income stream attributable to the improvements and then

estimates the value of the land by capitalizing the income stream attributable to the lund,

-2
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Sec. 12. L. In determining the initial taxable value of an improvement, the rate of
depreciation is set forth in NRS 361.227,

2. If obsolescence, deterivration or wear und tear causes the taxable value calculated
pursuant to subsection 1 to exceed the full cash value of the improvements, the additional
depreciation and obsolescence may be calculated separately,

Sec. 13. I Ifthe county assessor is not uble to use the sules comparison approach for
vacant land pursuant to NAC 361.118 because sufficient sales of compurable propertics which
were vacant land at the time of sale are not available, the county assessor may determine
valuation through any of the following methods:

(a) Abstraction method;

(h) Land residual technique;

(¢) Capitulization of ground rents;

(d) Cost of development method; and

(e) Allocation method, if the properties are substantially similar.

2. The use of sules of comparable improved properties pursuant to subsection I is subject
to the provisions of NAC 361,118 and the following:

(w) Sales of comparable improved properties must be adjusted to remove the full
contributory value of all items attributable to the improvement of vacant land, including,
without limitation, improvements, direct and indirect costs, soft costs, entrepreneurial profit,
and persoaal property and other noureully components of value.

th) The complete obsolescence of an bnpmvemenl Jor purposes of analyzing the sales price
af a comparable improved property is best determined when the improvement is demolished or

remaoved, hut may be considered when:

-3--
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(1) Sufficient evidence demoustrates an intention to demolish or remove the
improvement, which evidence may include, without limitation, evidence that:
(D) A permit has been issued for the demolition of the improvement;
() A disclosure concerning the demolition or removal of the improvement lus been
Sfiled with the Securities and Exchange Commission;
(It]) An order has been issued for the condemnation of the improvement; or
(1v) Construction and development financing has been obtained with respect to the
comparable property which estublishes that the demolition or removal of the improvement is
intended; and
(2) No occupancy or no use is established before the completion of the demolition or
remaoval of the improvement.

(c) Sules of comparable improved properties may be used in determining valuation
regardless of whether the complete obsolescence of un improvement may be determined or
considered pursaunt to paragraph (h).

Sec. 14, NAC 361.062 is hereby amended to read as follows:;

361.062  Pursuant to NRS 361.170, each claim for an exemption for personal property in

transit must be made on a form

approved by the Commission. Such a claim must be filed with the office of the county assessor
of each county in which a warehouse is located, when the personal property in transit is first
consigned to the warehouse and by the first day of July of each year thereatter.

See. 15. NAC 361.065 is hereby amended to read as follows:

361.065 1. Alltangible personal property which iv purchased by a business and which is

claimed to be exempt pursuant to paragraph (d) of subsection | of NRS 361.068 must be

dem
Adopted Regulation R031-03

APX00529



consumed during the operation of the business and must not be intended to become a component
part of a manufactured item for sale or lease.

2. The personal property for which such an exemption is claimed must be material that is:

(a) Used up, drained, absorbed, dissipated or expended during the normal day-to-day
operation of the business;

(b) Characterized by its individual low cost in relation to the other more expensive fixed
assets of the business;

(c) Disposable, with a generaily useful life of less than | year; and

(d) Not meant for resale.

3. Tangible personal property which is consumed by a business und to which this
exemption applies may include, without limitation, envelopes, pens, copy paper, paper clips,
toner, tape, rubber gloves, masks, cyanide, janitorial supplies, bathroom tissue, light bulbs,
playing cards, dice, napkins, straws, “doggie bags,” paper bags, wrapping materials, register
tape, packaging supplies, invoices, Styrofoam. tires or batteries.

4. This exemption does not apply to any tangible personal property which is required to be
depreciated for federa! income tax purposes.

Sec. 16. NAC 361.106 is hereby amended to read as follows:

361.106 As used in NAC 361.106 to {36432} 361.1315, inclusive. and sections. 3‘, 3,6, 7,
11, 12 and 13 of this regulnliun, unless the context otherwise requires, the words and terms
defined in NAC B643H08} 361.1125 t0 361.117, inclusive, and sections 3, 5, 6, 7 and 1 of this
regulation have the meanings ascribed to them in those sections.

Sec. 17. NAC 361.113 is hereby amended to read as follows:

-5
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361.113 “Improved land” means land on which there is an improvement fofsubstantial
vedues} sufficient to allow the identification of or establish actual use.
Sec. 18. NAC 361.118 is hereby amended to read as follows:

361.118 |

1. Except as otherwise provided in section 13 of this regulation, a county assessor shall

determine the full cash value of land by fusingmarket-data-oracomparative-approach-to

-+ applying the

sales comparison approach uas follows:

() The county assessor shall adjust the sales prices or unit values of comparable
properties us necessary to eliminate differences between the compurable properties and the
subject property that affect value. The adjustments:

(1) Must be mathematical changes made to the sales prices or unit values of the
comparable properties to account for differences in elements of comparison between the

comparable properties and the subject property;

-G
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(2) May be made ouly to the comparable properties, not to the subject property; and

(3) May be made by adding or subtracting lump-sum dollur values, or by applping
pusitive or negative percentage differentials, to the sales prices or unit values of the
comparable properties.

(h) The elements of comparison between the compuarable properties and the subject
property that may be used by the county assessor include, without limitation, the real property
rights conveyed, financing terms, conditions of sule, market conditions, location, physical
churacteristics, size, zoning or use, goverumental restrictions und nonreulty components of
value.

(¢) Ifthe subject property is improved land, the comparable properties inust have a use that
is consistent with that of the improved lund.

(d) The elements of comparison used and adjustments made by the county ussessor must be
identifiable und supported by verifiable market datu.

(¢} After adjusting the comparable properties for differences that affect value, the county
ussessor shall analyze the range of adjusted sales prices of the compurable properties to arrive |
ut an estimate of value for the subject property.

(0 If it is necessary to muke an adjustment to recognize the view influence or any other
property attribute associated with the subject property, the county assessor shall:

(1) Make a physical determination of the view influence from the land of cach
respective view parcel. The county assessor shall make the view influence determination from
any area on the parcel that is capable of development. This would exclude legully required
setbacks or pottions of the parcel subject to applicable land use restrictions or applicable deed

restrictions that prohibit development.

I
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(2) Upon the request of the owner, provide to the owner as soon as practicable, but not
luter than 15 duys after receiving the request, current market evidence for euch adjustment for
the view influence or other property antribute. In a county whose population is 40,000 or more,
“current market evidence” as used in this subparugraph means sales data concerning sales of
improved or unimproved parcels that occurred during the 36-month period immediately
preceding July 1 of the year before the lien date, unless the Commission hus approved the
petition of the county assessor to consider sales that occurred before that 36-month period.

(3) Upon the request of the owner, provide to the awner as soon as practicable, but not
later than 15 duys after receiving the request, a comprehensive written analysis describing the
adjustinent, whether attributable to the view influence or other property attribute, so that the
taxpayer can determine whether the value of the parcel has been appropriately adjusted by the
<o ”/y [{ART:ARYT) N

(4) Consider whether an adjustment is necessary because of impuirments caused by
obstructions or aesthetic criteria, inclading, without limitation, tree growth, utility lines, water
ranks or the presence of other improvements.

2. Iu determining whether the sales price of each comparable property is representative of
the full cash value of the subject property, the county assessor must acquire sufficient sales
data concerning the comparable property, The sales data may include, without limitation:

(a) The total amount paid for the property and the terms of sale;

(h) The numes and contact information of the bayer and seller;

fc) The relutionship of the buyer und seller;

(d) The legal description, address and parcel identifier of the property;
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(¢) Information concerning the type of transfer that is sufficient to enable the county

ussessor to determine whether the transfer was at arm’'s length;

(f) The length of time the property was on the market;

(%) The extent of the interest transferred to the buyer;

fh) The nature of nonrealty items; and

(i) The date of the transfer.

3. The county assessor may determine the accuracy of the sales data acquired pursuant to
subsection 2 by:

(@) Contacting the buyer, seller, title company or any other knowledgeable participant in
the transaction;

(b) Using sales questionnaires;

(¢} Conducting personal interviews; or

(d) Reviewing declarations of value.
= The county assessor shall disclose to each person he contacts for information pursaant to
this subsection that the information provided by the persou will only be used to establish value

Jor the purpvses of property taxation.

4. The following types of sales may provide unreliable information regarding full cash
value and réquire additional verification to determine whether the sale represents full cash
value:

ta) Sules involving governmental agencies and public utilities;

() Sales involving cliarituble, refligions or educational institutions;

(¢) Sales involying financial institntions;

(d) Sales between relatives or corporate affiliates;
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(¢) Sales of convenience, including, without limitation, a sale intended to correct u flaw in
title;

() Sules sertling an estare;

(g) Forced sales, including, without limitation, a sule resulting from judicial order; and

th) Sules involving doubtful title.

5. The county assessor may sort sules and other market data into homogeneons groups 1o
reflect different market influences and variations in zoning, other land-use conirols and
probable use, und to ensure that land values will reflect market duta for parcels with similar or

competitive uses in the same ureu.
Sec. 19. NAC 361.122 is hereby amended to read as follows:

361.122

L. If improved land is being put to a use not consistent with the zoning of the land or with
the general use of land in the surrounding area, for-hoth} the value of the improved land fro-be

—><} must be estublished by considering the value of land thar:
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(a) Is most comparable to the improved lund;

(h) Has the same or a similar use; and

(c) Is affected by the sume or similur restricrions.

2. The area of land to be valued according to the use of the improvements is the area
actually covered by the improvement, plus the surrounding area necessary to the use of the
improvement. Any additional land must be valued as if vacant.

Sec. 20. NAC 361.123 is hereby amended to read as follows:

361.123  As used in NAC 361.123 to 361. 1236, inclusive, unless the context otherwise
requires:

[. "Contaminated site” means:

(a) Land on which the release of a hazardous substance has been verified pursuant to NAC
361.1232; or

(b) An improvement for which permeation or incorporation into construction by a hazardous
substance has been verified pursuant to NAC 361 1232,
= on or before the assessment date of the property.

2. “Cost-to-cure” means the fdiseounted} present value of the remedial work ro be
performed to remove, contain or treat a hazardous substance on the property being valued. The
term includes the cost of continued monitoring of the site after the remedial work has been
completed if such monitoring is required.

3. “Hazardous substance™ means a hazardous material or hazardous waste as those terms are
defined in NRS 459.428 and 459.430, respectively.

Sec. 21. NAC 361.1234 is hereby amended to read as follows:
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361.1234  In determining, pursuant to NRS 361.227, the full cash value of property that has
been determined by the assessor to be a contaminated site:

I The sales comparison approach may be used by comparing verified sales of similarly
contaminated sites;

2. Where applicable, the income approach may be used by utilizing rent, vacancy and
expense data derived from a survey of similarly contaminated sites with similarly used
improvements; or

3. Where no sales or rental market exists for similarly contaminated properties:

(a) The feasht value of the property for a specific use, or a specific user, reflecting the extent
to which the property contributes to the utility or profitability of the enterprise of which it is a
part may be determined by using the income approach f:}, except that the value so determined
must not exceed the full cash value of the property; or

(b) The present worth of the contaminated site may be determined by:

(1) Discounting the present worth of the property it it was contaminated by an off-site
source or the cost-to-cure is not being borne by the current owner, or both, on the basis of the
length of the delay caused by the contamination until the property can be developed to its highest
and best use, readily sold or financed on the open market; or

(2) Using the present cash equivalency which represents the future reversionary value of
the contaminated site after it is cleaned up to an extent that it is usable or developable to its
highest and best use less the present worth of the yearly costs-to-cure if the current owner is
incurring the remedial costs and an accurate forecast of the year-to-year costs to be incurred and
the estimated date of the completion of the cleanup are available.

Sec. 22, NAC 361.124 is hereby amended to read as follows:
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361.124  In determining the actual age of:

I.  Animprovement or newly constructed addition to an existing improvement, the county
assessor shall use the actual fdute} year of construction, if it is available. or else an estimated
[date} yeur of construction,

2. Animprovement that has been constructed over a period of years, the county assessor
shall use the weighted average age of the improvement.

Sec. 23. NAC 361.128 is hereby amended to read as follows:

361.128 1. The cost of replacement of an improvement must include all costs for labor,
materials, supervision, contractor’s profit and overhead, architect’s plans and specifications,
sales taxes and insurance.

2. In determining the costs of an improvement, the county assessor shall:

(a) For rural buildings, use the standards in the  manual entitled Rural

Building Costs adopted by the Commission.

(b) For other improvements, use the standards in the cost manuals, including modifiers of
local costs, published through or furnished by the Marshall and Swift Publication Company, as
they existed on October | of the year preceding the feuerent} closure of the roll for the
appropriate assessment year, if the Executive Director approves it for use by county assessors in
determining the costs of improvements. A computer program for determining cost furnished by
the Marshall and Swift Publication Company may also be used. Other computer programs for
determining cost which are based on costs published by the Marshall and Swift Publication
Company may be used with the prior approval of the Executive Director.

3. If Hhese-manuals-are-notapphieabled the muanuals described in subsection 2 do not apply

to improvements of a particular occupancy or construction type, the county assessor may fuse
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the-other} apply to the Executive Divector for permission to use alternative rec ognized cost

manuals , cost determinations or subscription services . jwith-the-prior-approve

Brrector-otthe-Department If the Executive Director finds that the manuals described in

subsection 2 do not apply to such improvements and that the ulternative recognized cost
manuuls, cost determinations or subscription services are suitable, the Execative Director
shadl ulpprove the use of the alternative recognized cost manuals, cost determinations or
subscription services and notify each county assessor of that approval. The Executive Director
shall submit tv the Commission annually a list of the alternative recognized cost mannals, cost
determinations and subscription services that the Executive Director has approved Sfor use.

4. The Executive Director shall review the standards and modifiers published or furnished
by the Marshall and Swift Publication Company as soon as practicable after they become
available, to determine their suitability for use by county assessors. If he finds it to be suitable,
the Executive Director shall approve the use of the standard or modifier and notify each county
assessor of that approval.

Sec. 24. NAC 361.129 is hereby amended to read as follows:

361.129 1. A parcel must be appraised as provided by paragraph (b) of subsection 2 of
NRS 361.227 and NAC 361.1295 if:

(a) ltisone of a group of ten or more contiguous parcels held under common ownership ; fen

(b) A final map , lo+} a series of final maps or one or more subdivision maps covering the
area containing the parcel has been presented to the county recorder for filing in the manner
provided by NRS 278.360 to 278.460, inclusive, or the parcel is assessable property in an

improvement district created pursuant to chapter 271 of NRS;
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(c) The owner of the parcel provides the county assessor with whatever information the
assessor deems necessary to determine the taxable value of the parcel; and

(d) The county assessor determines that the group of parcels affected has an expected
absorption period of more than | year.

2. For the purposes of this section:

(a) The owner of a parcel is the person or entity shown as such in the records of the county
recorder.

(b) A parcel is contiguous with other parcels held under common ownership even if it is
separated from those parcels:

(1) By an easement, right-of-way, street, highway or other obstruction; or
(2) By one or more parcels held by third persons, if the parcels so held are in the same
phase or section of a development.

(c) A parcel is not contiguous with other parcels held under common ownership, though they
share a common boundary, if they are in different phases or sections of a development.

Sec. 25. NAC 361.130 is hereby amended to read as follows:

361.130 1. The taxable value of a mobile home or manufuctured home which constitutes
real property is the cost of replacement of the mobile home or manufuctured home less
depreciation and obsolescence.

2. In determining the taxable value of a mobile home or manufactured hosme which
constitutes personal property, cach county assessor shall, if the mobile home or manufactured

lIrome was . sold as new:
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(a) Before July 1, 1982, value it at its retail selling price when sold to the original owner less
depreciation at 5 percent per year, to a maximum depreciated value of 20 percent of its original
retail selling price.

(b) On or after July I, 1982, value it at replacement cost, when new, less depreciation.
Replacement cost when new is the retail selling price to the original owner adjusted by factors
reflected in the annual Personal Property Manual,
= Depreciation must be calculated pursuant to the schedule located in the annual Personal
Property Manual, Additional (Iepreciutioh and obsolescence muy bhe calculated separutely.

3. The retail selling price of 2 mobile home or manufuctured home includes all charges for
transportation, installation {ened-necesseries} , accessories, profit and overheud,

4. If'the owner of a smobile home or manufactured home which has been con verted 10 real
property wishes to convert the mobile home or manufactured home back to personal property,
the county assessor shall provide the owner with u Jorm for an affidavit of conversion which
has been approved by the Commission and which must be recorded in the county recorder’s
office pursuant to NRS 361.2445 before the mobile home or manufuctured home may be
removed from the tux rolls. The affidavit of conversion may include information concerning
the cost of acquisition o:fthe mobile home or manufuctured home. All signatures required
pursuant to NRS 361.2445 to effectuate the conversion must be notarized.

5. The county ussessor shall value the mobile home or mandfactured home as personal
property upon satisfaction of all the requirements set forth in NRS 361.2445 if the mobile
home or manufactured home remains within the Jurisdiction of the county ussessor,

Sec. 26. NAC 361.1305 is hereby amended to read as follows:
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361.1305 1. The taxable value of a billboard is the cost of replacement of the billboard
less depreciation and obsolescence.

2. The cost of replacement of a billboard must be computed by multiplying the cost of
acquisition to the current owner by the appropriate factor located in the annual Personal
Property Manual. The factor that corresponds to the year the billboard was acquired must ‘be

used.
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rear-atierthe-dute-olnequisition-up-o-a-maximum-of-50-vears Additional depreciation und
obsolescence may be calculuted separately.

Sec. 27. NAC 361.131 is hereby amended to read as follows:

361.131 Ifthe initially determined taxable value for any real property is found to exceed the
full cash value of the property, the person determining taxable value shall examine the taxable
value determined for the land, and , if the land is properly valued, he shall appropriately reduce
the taxable values determined for the improvements, /f any further reduction iy needed, the
value of the land may also be reduced.

Sec. 28. NAC 361.144 is hereby amended to read as follows:

361.144 1. Each county assessor shall;
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(a) Establish geographic boundaries for areas of appraisal or establish areas by other

classifications within which all property must be reappraised at the same time; and

(b) Establish tus-ot-Janvaryt-oteach-veurt nof luter than July 1 of the year immediately-

preceding the assessment year, the standards of valuation, including data on comparable sales,

. g

to be used throughout
the year's cycle of reappraisal.

2. These areas of appraisal may be changed to alleviate problems created by growth or other
circumstances if the county assessor shows good cause and receives the approval of the
Commission.

Sec. 29. NAC 361.146 is hereby amended to read as follows:

361.146  Whenever property is {physieaty} reappraised, the county assessor shall indicate
all the data necessary to determine the taxable value of the property, the date of the field
inspection , if any, and the identity of the appraiser. The actual age and the depreciation of the
existing improvements and any additions to those improvements must be clearly indicated.

Sec. 30. NAC 361.152 is hereby amended to read as follows:

361.152 1. [Awn} The assessment list for a county fpubhished-in-a-newspaper-by-a-county

ASSesSOE-prHsUantto-sabsection3-o-NRS-3641-300} must include:
(a) The parcel number of each property;
(b) The name of the owner of each property:
(c) The year of the last {physieal} reappraisal of each property at which time the taxable value

of the property was determined; and

(d) The assessed value of the land, improvements and personal property, separately stated.
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2. The county assessor shall submit a copy of the {rewspuper-inwhichthe} assessment list

tis-published] to the Department immediately following publication &} or delivery to taxpayers
puarswant to subsection 3 of NRS 361.300,

3. For the purposes of paragraph (@) of subsection 3 of NRS 361.300, the Commission
will interpret the term “cach taxpayer in the county” as used in that paragraph to mean cach
tuxpayer wha resides in the county. A county assessor who canses a copy of the assessment list
10 be delivered to each taxpayer who resides in the county shall cause u copy of the assessment
list to be delivered to any vther taxpayer who owns property in the county if that uxpayer
requests a copy of the assesyment list,

Sec. 31. NAC361.075, 361.108, 361.110, 361.112, 361.1 14, 361.120, 361.126, 361.132

and 361.149 are hereby repealed.

TEXT OF REPEALED SECTIONS

361.075 Property for construction of church or chapel. (NRS 360.090, 361,125)

f.  Application for an exemption pursuant to subsection 3 of NRS 361.125 must be made to
the county assessor by June 15 of each year.

2. The application must include:

(a) A copy of'the lease agreement of the property presently occupied;

(b) One or more documents of the purchase or gift of the vacant land to be used for a church
building; and
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(c) A statement indicating that it is the intent of the religious organization to construct a
building within the following 3 years.

3. Ifachurch or chapel is not constructed by the end of the third year of exemption or if the
property is sold, the exemption is voided and taxes must be paid for the years in which the
exemption was claimed.

361.108 “Actual age” defined. (NRS 360.090, 360.250) “Actual age” means the total
number of years from the date of the construction of an improvement to the lien date for the
taxes which it affects. |

361.110 “Cost of replacement” defined. (NRS 360.090, 360.250) “Cost of replacement”
means the total cost of replacing a property with one which has the same function or use.

361.112 “Depreciation” defined. (NRS 360.090, 360.250) “Depreciation” means a
reduction in the value of a property.

361.114 “Improvement” defined. (NRS 360.090, 360.250) “Improvement” means all
appurtenances erected upon or affixed to the land, including those improvements listed in
paragraphs (a) and (b) of subsection | of NRS 361.035.

361.120  Agricultural land. (NRS 360.090, 360.250, 361.227, 361.325)  In determining
the full cash value of land actually used for agricultural purposes and not valued pursuant to
chapter 361 A of NRS, each assessor shall determine separately:

{.  lts valuation for agricultural purposes pursuant to paragraph (b) of subsection | of NRS
361.325: and

2. Its valuation for other purposes, if any, pursuant to subparagraph (1) of paragraph (a) of
subsection | of NRS 361.227.

= The assessor shall then apply the higher of the two values so determined.
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361.126 Newly constructed additions to existing improvements. (NRS 360.090, 360.250,
361.227)

I In determining the value of a newly constructed addition to an existing improvement, a
county assessor shall consider the cost of replacement of the entire improvement.

2. In determining the percentage of depreciation of a newly constructed addition to an
existing improvement, a county assessor may:

(a) Apply arate of depreciation to the newly constructed addition and a rate of depreciation
to the existing improvement; or

(b) Weight the age or the rate of depreciation for the existing improvement and the newly
constructed addition.

361.132  Reference material. (NRS 360.090, 360.250, 361.227)

I A copy of the tables of typical life expectancies and the manuals of costs published
through the Marshall and Switt Publication Company may be obtained from:

Marshall and Swift Publication Company

1617 Beverly Boulevard

Los Angeles, California 90026

2. 'The costs of these tables and manuals are:

Marshall Valuation Service 386
Residential Cost Handbook 39

361.149 Time for assessing property under construction and mobile homes. (NRS

360.090, 360.250, 361.260)
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I Each year the county assessor may assess real property which is under construction as of

July I of the year preceding the fiscal year for which taxes are levied, either upon the secured or
unsecured rolls for that fiscal year.

2. Mobile homes which are not migratory property and which enter the county on or after

July | of each year must be assessed upon the unsecured roll of the next ensuing fiscal year,
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NOTICE OF ADOPTION OF PROPOSED REGULATION
LCB File No. R031-03

The Nevada Tax Commission adopted permanent regulations pertaining to Chapter 361
of the Nevada Administrative Code, LCB File No. RO31-03, amending the valuation and
assessment administration procedures of county assessors and the Department of Taxation
related to property taxes. These procedures include the valuation of land through the appropriate
use of the sales comparison approach and other approaches to value; the process for approval of
cost manuals; the valuation of manufactured housing; and the delivery of assessment lists. The
amended regulations were adopted on June 25, 2004.

Notice date: 5/26/2004 Date of adoption by agency: 6/25/2004
Hearing date: 6/25/2004 Filing date: 8/4/2004
INFORMATIONAL STATEMENT

The following statement is submitted for amendments, additions and deletions, to Nevada
Administrative Code (NAC) Chapter 361 adopted by the Nevada Tax Commission, including the
ten-year review of NAC Chapter 361, NAC 361.004 through 361.132 and 361.144 through
361.155.

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

The Department of Taxation, as staff to the Nevada Tax Commission, solicited comment
from the public by sending notice of workshops and hearings by electronic or regular
mail as follows:

Date of Workshop/ Date of Number Representing
Notice Hearing Workshop Notified Businesses
August 6, 2003 Workshop  August 25, 2003 394 251
September2,2003  Workshop  September 17, 2003 394 251
September 2, 2003 Workshop October 7, 2003 394 251
September 2,.2003  Workshop  October 15, 2003 394 251
September 2, 2003 Workshop October 22, 2003 394 251
September 2, 2003 Workshop October 29, 2003 394 251
September 2,2003  Workshop ~ November 5, 2003 394 251
November 3, 2003 Workshop November 18, 2003 394 251
November 3, 2003 Workshop ~ December 2, 2003 394 251
March 24, 2004 Workshop  April 9, 2004 370 213
April 20. 2004 Workshop  May 6, 2004 370 213
23
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The mailing list included the interested parties list maintained by the Department, as well
as officials of local jurisdictions subject to these regulations.

Many oral and written comments were received at the workshops. A copy of the audio
taped comments or the record of proceedings may be obtained by calling the Nevada
Department of Taxation at (775) 684-2100 or by writing to the Department of Taxation,
1550 East College Parkway, Carson City, Nevada 89706, or by e-mailing the Department
at mmjacobs@tax.state.nv. us.

The proposed permanent regulation was submitted to the Legislative Counsel Bureau on
May 7. 2004. The Legislative Counsel Bureau completed its review and revisions on
June 10, 2004 and a second revision was received on June 14, 2004,

The number persons who:

(a) Attended and testified at each workshop:

Date of Workshop Attended Testified
August 25, 2003 101 17
September 17, 2003 19 16
October 7, 2003 28 19
October 15, 203 22 10
October 22, 2003 11 5
October 29, 2003 34 15
November S, 2003 22 15
November 18, 2003 23 20
December 2, 2003 20 15
April 9, 2004 25 16
May 6, 2004 ' 28 15

(b) Attended and testified at each hearing:

Date Commission/ Public
of Hearing Public Attended Testified
June 25, 2004 5/100 10

(c) Submitted to the agency written comments:

Date of Hearing Number Received

August 25, 2003
September 17, 2003
October 7, 2003
October 15, 203

— N —
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October 22, 2003 3
October 29, 2003 4
November 5, 2003 |
November 18, 2003 3
December 2, 2003 4
April 9, 2004 3
May 6, 2004 1

28 documents of proposed language changes were submitted to the Department of
Taxation,

A description of how comment was solicited from affected businesses, a summary of
their response, and an explanation how other interested persons may obtain a copy
of the summary.

Comments were solicited from affected and interested businesses and persons, by notices
posted at the Nevada State Library; various Department of Taxation locations throughout
the state; and at the Main Public Libraries in counties where an office of the Department
of Taxation is not located. Comments were also solicited by direct mail to assessors and
the interested parties list maintained by the Department. Approximately 65% of the
approximately 400 direct mail notices were sent to individuals or associations
representing business. :

Members of the Nevada Tax Commission, officials of the Nevada Department of
Taxation, the County Assessors’ Association, the Nevada Taxpayers Association, the
Nevada Mining Association, and members of the general public commented on some or
all of the proposed language changes during the workshop process and during the
Adoption Hearing.

A copy of the audio taped comments or the record of proceedings may be obtained by
calling the Nevada Department of Taxation at (775) 684-2100 or by writing to the
Department of Taxation, 1550 East College Parkway, Carson City, Nevada 89706, or by
e-mailing the Department at mm jacobs@tax.state.nv.us.

If the regulation was adopted without changing any part of the proposed régulation,
a summary of the reasons for adopting the regulation without change,

The permanent regulation was adopted with changes reflecting the verbal and written
comments submitted to, or received by, the Department of Taxation primarily from the
County Assessors’ Association, Nevada Taxpayers Association, and members of the
general public during the workshops listed above. The Nevada Tax Commission adopted
the permanent regulation as revised in workshops and at the adoption hearing; and
believed no changes other than those made were necessary.

--25-.
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"FILED
Electronically
02-14-2013:03:26:22 PM
Joey Orduna Hastings
2610 Clerk of the Court

"DAVID C. CREEKMAN Transaction # 3533474

Chief Deputy District Attorney
Nevada State Bar Number 4580
P. 0. Box 30083

Reno, NV 89520-3083

(775) 337-5700

ATTORNEYS FOR WASHOE COUNTY

IN THE SECOND JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA

IN AND FOR THE COUNTY OF WASHOE

* % *

VILLAGE LEAGUE TO SAVE INCLINE

ASSETS, INC., a Nevada non-

profit corporation, on behalf of

its members, and others

similarly situated, _ Case No. CV03-06922

Plaintiffs', Dept. No. 7
vs.

STATE QF NEVADA, on relation of
its DEPARTMENT OF TAXATION, the
NEVADA STATE TAX COMMISSION, and
the STATE BOARD OF EQUALIZATION;
WASHOE COUNTY; ROBERT MCGOWAN,
WASHOE COUNTY ASSESSOR; BILL
BERRUM, WASHOE COUNTY TREASURER,

Defendants.

NOTICE OF WASHOE COUNTY'’S CONCURRENCE WITH “STATE BOARD’S REPORT

ON_EXECUTION OF WRIT OF MANDAMUS” AND “EQUALIZATION ORDER”

Notice is hereby given that Washoe County concurs with the
status of this éase, as set forth in the "State Board's Report on
Execution of Writ of Mandamus," dated February 12, 2013. That
status is further set forth in the "Equalizé.tion Order, " dated

February 8, 2013, and attached hereto as Exhibit 1. This notice

APX00852
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is submitted in accord with the Writ issued in this matter on
August 21, 2012.
AFFIRMATION PURSUANT TO NRS 239B.030
The undersigned does hereby affirm that the preceding
document does not contain the social security number of any
person. |
Dated this 14th day of February, 2013.

RICHARD A. GAMMICK
District Attorney

By __/s/ DAVID C. CREEKMAN
DAVID C. CREEKMAN
Chief Deputy District Attorney
P. O. Box 30083
Reno, NV 89520-3083
{775) 337-5700

ATTORNEYS FOR WASHOE COUNTY
WASHOE COUNTY ASSESSOR AND
WASHOE COUNTY TREASURER
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CERTIFICATE OF SERVICE -

Pursuant to NRCP 5(b}), I certify that I am an employee of
the Office of the District Attorney of Washoe County, over the
age of 21 years and not a party to nor interested in the within
action. I hereby certify that on 2-14-13, I electronically filed
the foregoing with the Clerk of the Court by using the ECF system
which served the following parties electronically:

?UgLLEN FULSTONE, ESQ. for VILLAGE LEAGUE TO SAVE INCLINE ASSETS,
NC.

DAWN BUONCRISTIANI, ESQ. for STATE BOARD OF EQUALIZATION

Dated this 14*" day of February, 2013.

[s/ MICHELLE FOSTER

Michelle Foster
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1.

EXHIBIT LIST.

Equalization Order 12-001 dated February 8, 2013.
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Joey Orduna Hastings

EXHIBIT 1 Transacton # 3535474
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STATE OF NEVADA

STATE BOARD OF EQUALIZATION CHRISTOPHER G.
BRIA SANDOVAL 1550 College Parkway, Suite 115 NIELSEN
Carson City, Nevada 89706-7921 Secretary
Telephone (775) 684-2160
Fax (775) 684-2020
In the Matter of:

Equalization Order
12-001

Proceedings Regarding Equalization

Of Real Property throughout the State of Nevada
From 2003-2004 Tax Year through

2010-2011 Tax Year

EQUALIZATION ORDER

Appearances

No one appeared on behaif of Louise Modarelli, a Clark County Taxpayer.

William J. McKean, Esq. of Lionel, Sawyer and Collins appeared on behalf of City Hall, LLC, a
Clark County Taxpayer (City Hall).

Jeff Payson and Rocky Steele of the Clark County Assessor’s Office and Paul Johnson, Clark
County Deputy District Attorney, appeared on behalf of the Clark County Assessor (Clark County
Assessor).

William Brooks appeared on behalf of himself, a Douglas County Taxpayer.

Douglas Sonnemann, Douglas County Assessor, appeared on behalf of the Douglas County
Assessor (Douglas County Assessor).

Paul Rupp and Dehnert Queen appeared on behalf of Paul Rupp, an Esmeralda County
Taxpayer.

Ruth Lee, Esmeralda County Assessor, appeared on behalf of the Esmeralda County Assessor
(Esmeralda County Assessor).

Suelien Fulstone, Esq., of the Reno office of Snell and Wilmer, appeared on behalf of the
Village League to Save Incline Assets, Inc., et al. (Fulstone)

Joshua G. Wilson, Washoe County Assessor, appeared on behalf of the Washoe County
Assessor (Washoe County Assessor).

Terry Rubald appeared on behalf of the Department of Taxation (Department).
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Summary
Hearings Held September 18, 2012, November 5, 2012, and December 3, 2012
Notice, Agendas, and Aftendance

This equalization action came before the State Board of Equalization (State Board) as a result
of a Writ of Mandamus filed on August 21, 2012, Village League to Save incline Assets, Inc. v. State
Board of Equalization, et al. In case number CV-03-06922, the Second Judicial District Court of the
State of Nevada, Department 7, commanded the State Board to take such actions as are required to
notice and hold a public hearing or hearings, to hear and determine the grievances of property owner
taxpayers regarding the failure, or lack, of equalization of real property valuations throughout the State
of Nevada for the 2003-2004 tax year and each subsequent tax year to and including the 2010-2011
tax year; and to raise, lower or leave unchanged the taxable value of any property for the purpose of
equalization. The first public equalization hearing under the Writ of Mandamus was to be held not more
than 80 days after the Writ was issued. See Record, Writ of Mandamus; Tr. 9-18-12, p. 5, I. 12 through
p. 6, 1.8

Accordingly, the State Board noticed the public that it would hold an equalization hearing. The
notice was placed in 21 newspapers of general circulation throughout the State of Nevada during the
week of September 2, 2012, through the Nevada Press Association which has six members that
publish daily and 28 members that publish non-daily newspapers. The notice advised that the State
Board would hold a public hearing to hear and consider evidence of property owner taxpayers
regarding the equalization of real property valuations in Nevada for the period 2003-2004 tax year
through 2010-2011 on September 18, 2012 at 1 p.m. in the Legislative Building, Room 3137 in Carson
City, Nevada. The notice also advised that video conferencing would be available in Las Vegas, Eiko,
Winnemucca, Ely, Pahrump, Caliente, Eureka, Battle Mountain, and Lovelock, as well as on the -
internet. Interested parties could also participate by telephone. See Tr., 9-18-12, p. 10, Il. 2-18; Record,
Affidavit of Publication dated September 11, 2012. In addition to the published notice, certified hearing
notices were sent to Suellen Fulstone, the representative of the Village League to Save Incline Assets,
~Inc., et al; Richard Gammick, Washoe County District Attorney; and Joshua G. Wilson, Washoe County
Assessor.

For the November 5, 2012 hearing, certified notices were sent to all county assessors, as well
as the taxpayers or their representatives who presented grievances at the September 18, 2012 hearing.
In addition, the State Board posted a notice of hearing on the Department of Taxation’s website and
sent a general notice to a list of all interested parties maintained by the Department. The notice
advised that the purpose of the second hearing was to take information and testimony from county
assessors in response to the grievances made by property owner taxpayers regarding the equalization
of property valuations in Nevada for the 2003-2004 tax year through 2010-2011. In particular, the State
Board requested the Clark, Douglas, Esmeralda, or Washoe County Assessors to respond on the
following matters:

1.) Classification procedures for agricultural property, with particular information on the
classification and valuation of APN 1319-09-02-020 and surrounding properties 1319-09-
801-028, 1319-09-702-018, and 119-08-801-004, and in general, the valuation of properties
in the Town of Genoa, Douglas County;

2.) Valuation procedures used on APN 162-24-811-82 including information regarding the
comparable sales used to establish the base lot value. of the neighborhood and whether any
adjustments were made to the base lot value for this property (Modarelli property in Clark
County);

3.) Valuation procedures used to value exempt properties and in particular APN 139-34-501-
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003, owned by City Hall LLC in Clark County;

4.) Property tax system in Nevada (Esmeralda County); and

5.) Use of unconstitutional valuation methodologies for properties in Incline Village and Crystal
Bay in Washoe County.

The November 5" agenda recited that responses were not limited fo the itemized topics

For the December 3" hearing, the State Board placed notices in the Reno Gazette Journal and
the Incline Bonanza newspapers. In addition, certified notices of the hearing were sent to Suellen
Fulstone on behalf of Village League and the Washoe County Assessor, and Washoe County district
attorneys for the Washoe County Board of Equalization and Washoe County. A general notice was
also sent to the interested parties list of the State Board and placed on the Department of Taxation
website. The notice advised that the purpose of the December 3" hearing was to take information and
testimony from the Washoe County Assessor in response to the direction of the State Board made at
the hearing held on November 5, 2012 regarding equalization for the Incline Village and Crystal Bay
area.

At the September 18, 2012 hearing, 95 persons attended the hearing in Carson City, and 7
persons attended from other areas of the state. Twenty-two persons attended the November 5, 2012
hearing; and 17 persons attended the December 3, 2012 hearing. See Record, Sign-in sheets.

At the September 18, 2012 hearing, the State Board called upon taxpayers from each county to
come forward to bring evidence of inequity. No taxpayers came forward from Carson City, Churchill,
Elko, Eureka, Humboldt, Lander, Lincoln, Lyon, Mineral, Nye, Pershing, Storey, or White Pine counties.
Grievances were received from Clark, Douglas, Esmeralda, and Washoe counties. Atthe November 5
and December 3, 2012 hearings, responses from assessors were heard, as well as additional remarks
from petitioners.

Clark County Grievances and Responses
City Hall, LLC Grievance

The first grievance heard on September 18, 2012 was from City Hall, LLC. City Hall, LLC
asserted that the property it purchased had been incorrectly valued for property tax purposes for many
years prior to the purchase. Prior to purchase, the property had been exempt. City Hall, LLC asserted
that the valuation was based on the 1973 permit value and used as a place holder during the years it
was exempt rather than based on the methodologies required by statute and regulation. The taxpayer
asked the State Board to order the Clark County Assessor to set up an appropriate value for its parcel
and any similarly situated parcels; and to allow the taxpayer an opportunity to appeal the valug in
. January, 2013. See Tr.,, 9-18-12, p. 11, I. 16 through p. 14, 1. 12.

Response to City Hall, LLC grievance

At the November 5, 2012 hearing, the Department recommended dismissal of the petition of the
particular property of City Hall LLC, because the taxpayer requested the value for the 2012-2013 tax
year be declared an illegal and unconstitutional valuation methodology. The year in question was
outside the scope of this equalization action; the request appeared to be an attempt to file an individual
appeal that would otherwise be considered late, and the State Board would be without jurisdiction to
hear the appeal. See Tr., 11-5-12, p. 12, II. 1-18.

The Clark County Assessor responded that City Hall LLC did not own the property until 2012

and the grievance was not covered by the Writ issued by the Court. The Assessor also responded that
an individual appeal for the current tax year would have been late and questioned whether the State
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Board had jurisdiction if this was an individual appeal. See Tr., 11-5-12, p. 13, . 16 through p. 14, 1. 8.

The State Board ordered the Department to schedule a performance audit investigation to
determine whether and how county assessors value property that is exempt. See Tr., 11-5-12, p. 12, I.
21 through p. 13,1 4, p. 14, 1. 9 through p. 15, . 10.

Louise Modarelli Grievance

Louise Modarelli by telephone call to staff asked the State Board to review the value established
for her residential property. Ms. Modarelli had previously appeared before the State Board in case
number 11-502, in which she appealed the values established for the years 2007-2012. See Tr., 9-18-
12, p. 16, Il. 12-17; Record, SBE page 1, case no. 11-502.

Response to Modarelli grievance.

At the November 5, 2012 hearing, the State Board noted that Ms. Modarelli's appeal had
previously appeared on the State Board's agenda in September 2011; the State Board at that time
found it was without jurisdiction to hear the appeal because it was late filed to the State Board and
because it was for prior years, and the taxpayer did not provide a legal basis for the State Board to take
jurisdiction. See Tr., 11-5-12, p. 6, Il. 7-13. In addition, Ms. Modarelli sought relief from payment of
penalty and interest for failure to pay the tax from the Nevada Tax Commission and received such
relief. See Tr., 11-5-12, p. 6, Il. 14-25.

The State Board requested the Clark County Assessor to provide information regarding the
comparable sales used to establish the base lot value of the neighborhood and whether any
adjustments were made to the base lot value for the subject property. The Clark County Assessor
responded by describing how the property was valued; that each lot in the subject property's
neighborhood had a land value of $20,000 per lot and there were no other adjustments to the subject
property. The improvement value of $59,654 was based on replacement cost new less statutory
depreciation. The total value of $79,654 was reduced by the Clark County Board of Equalization to
* $50,000. The Clark County Assessor did not find anything in the valuation that was inequitable and
_ recommended dismissal. See Tr., 11-5-12, p. 9, I. 7 through p. 11, |. 1. The Department aiso
recommended dismissal because there was no indication provided by the Taxpayer of inequitable
treatment compared to neighboring properties. See Tr., 11-5-12, p.7, Il. 1-4.

The State Board accepted the Clark County Assessor and the Department’s recommendations
to dismiss the matter from further consideration for equalization action. See Tr., 11-5-12, p. 11, Il. 2-14.

Douglas County Grievances and Responses
William Brooks Grievance

On September 18, 2012, William Brooks grieved that parcels in the Town of Genoa, Douglas
County, suffered from massive disparity of valuations, citing in particular a subject property, APN 1319-
09-702-020 and properties surrounding the subject. The Department noted that one of the parcels in
guestion was classified as agricultural property, which was why the parcel was significantly lower in
value than other parcels. The Department also noted that a special study had been done on this
specific grievance with legislators as part of the reviewing committee in 2004, The study was made
part of the record of this equalization hearing. See Record, William Brooks evidence, page 1 and
Record, 2004 Special Study; Tr., 9-18-12, p. 17, . 8 through p.21, 1.14.
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Response to Braoks Grievance

At the November 5, 2012 hearing, the Douglas County Assessor responded that the four
parcels referenced by Mr. Brooks are located in Genoa, Nevada and all are zoned neighborhood
commercial. The zoning affects only one of the four parcels with regard to value. Parcel 1319-09-801-
028 is vacant, with no established use. The value is therefore based on its neighborhood commercial
zoning. Parcels 1319-09-709-019 and 1319-09-801-004 are both used as residential properties and
are valued accordingly, even with the allowed zoning, noting that there is not a lot of valuation
difference between commercial and residential valuation in the Genoa Town. Finally, parcel 1319-09-
702-0200 is used for grazing as part of a large family ranch. The parcel is not contiguous with the rest
of the ranch, which consists of approximately 750 acres in agricultural use, primarily cattle and hay
production. The parcel is valued as required by NRS Chapter 361A regarding agricultural properties.
See Tr., 11-6-12, p. 16, I. 20 through p. 17, 1. 13.

The Assessor further responded that the differences in valuation are primarily the result of
differences in use, as well as adjustments for shape and size. In particuiar, agricultural use property is
based on an income approach and the values per acre are established by the Nevada Tax Commission
in its Agricultural Bulletin. Differences in taxes are also due to the application of the abatement, which
is 3 percent for residential property and up to 8 percent for all other property. See Tr, 11-5-12, p. 17, 1.
14 through p. 18, 1. 7.

The Department further described how the values are established for the Agricultural Bulletin.
See Tr, 11-5-12, p. 18, |. 22 through p. 20, I. 11.

Mr. Brooks replied that the non-contiguous parcel valued as agricultural land is not owned by
the same ranch entity and that as a stand-alone parcel, could not sustain an agricultural use and should
not be classified as eligible for agricultural valuation. As a result, adjoining parcels similarly situated are
not being treated uniformly. See Tr., 11-5-12, p. 22, I. 20 through p.23, 1.8 p. 26,1 11.

The Department recommended that the matter be referred to the Department to be included in a
future performance audit regarding the proper classification of agricultural lands. The State Board
directed the Department to conduct a performance audit of assessors with regard to the procedures
used to properly qualify and classify lands used for agricultural purposes. See Tr.,, 11-5-12, p. 27,1 16
through p. 29, 1. 6.

Esmeralda County Grievances and Responses
Queen/Rupp Grievance

Dehnert Queen grieved that the actual tax due has nothing to do with the assessment vaiue.
Mr. Queen proposed an alternative property tax system based on acquisition cost to each taxpayer.
See Tr., 9-18-12, p. 24, I. 24 through p.28, I. 2.

Response to Queen/Rupp Grievance

At the November 5, 2012 hearing, the Esmeralda County assessor noted that Mr. Queen owns
no property in Esmeralda County and filed no agent authorization to represent Mr. Rupp.  She had no
response to Mr. Queen’s proposal to go to a fair market value system. See Tr., 11-5-12, p.29, Il 18-25.
Mr. Queen replied that he and Mr. Rupp had found discrepancies in the listing of Mr. Rupp's property;
the actual taxes fluctuate significantly from year to year; and the actual tax has little relationship to
assessed value. He briefly described again an alternative property tax system. See Tr., 11-5-12, p. 31,
. 3through p. 34, |. 2. Mr. Rupp grieved about the county board of equalization process and how his
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property valuation was derived. See Tr., 11-5-12, p. 35, . 13 through p. 36, p. 15.

The State Board requested the Esmeralda County Assessor to inspect the property to ensure
the improvements are correctly listed. The State Board took no further action on the grievance
because it would require changes in the law. See Tr., 11-5-12, p. 36, Il. 2-25. The Department offered
to provide training to the county board of equalization. See Tr, 11-5-12, p. 38, Il. 1-9.

Washoe County Grievances and Responses
Village League Grievance

Suellen Fulstone on behalf of Village League to Save Incline Assets, Inc., representing
approximately 1350 taxpayers, grieved that all residential property valuations in Incline Village and
Crystal Bay be set at constitutional levels for the 2003-2004 tax year and subsequent years through
2006-2007, based on the results of a Supreme Court case where the Court determined the 2002 re-
appraisal of certain properties at Incline Village used methods of valuation that were null, void, and
unconstitutional. See 7r., 9-18-12, p. 31, I. 1 through p. 40, 1. 24.

Response to Village League Grievance

The State Board asked the Washoe County Assessor to respond to the Village League
assertion that unconstitutional valuation methodologies were used for properties in incline Village and
Crystal Bay in Washoe County. The Assessor responded that teardown properties were included in the
sales comparison approach for many, but not all, properties. In addition, when determining the land
value for some properties, one or more adjustments were made for time, view, and or beach type.
Similarly, there were many parcels whose land value was determined without the use of teardowns in
the sales analysis and without adjustments for time, view, or beach type. See Tr., 11-5-12, p. 39, l.6-
15.

The Assessor further responded that for the 2006-2007 and 2007-2008 tax years, the State
Board previously held hearings to address matters of equalization. The Assessor also responded that
the Court's Writ does not require revisiting land valuation at incline Village and Crystal Bay nearly a
decade after the values were established, but rather to correct the failure to conduct a public hearing as
it relates to the equalization process pursuant to NRS 361.395. See Tr,, 11-5-12, p. 40, |. 6 through p.
43,1 21.

Fulstone replied that she objected to the characterization of this matter as having to do with the
methodologies; the matter is about equalization and not about methodologies. She also objected to the
denial of a proper rebuttal; and failure of the department to provide a proper record to the State Board,
which she asserted would show a failure of equalization at Incline Village for the 2003-2004: 2004-
2005; and 2005-2006 tax years. See Tr., 11-5-12, p. 44, 1. 8 through p. 45, 1. 185.

The Department commented that NAC 361.652 defines “equalized property,” which means to
“ensure that the property in this state is assessed uniformly in accordance with the methods of
appraisal and at the level of assessment required by law.” The Department further commented that
there is insufficient information in the record to determine whether the methods of appraisal used on all
the properties at incline Village were or were not uniform. In addition, the Department recommended
the State Board examine the effects of removing the unconstitutional methodologies to determine the
resulting value and whether the resulting value complies with the level of assessment required by law.,
See Tr., 11-5-12, p. 55, I. 10 through p. 56. 1. 3.

For the December 3, 2012 hearing, the Department brought approximately 24 banker boxes
containing the record of cases heard by the State Board for properties at Incline Village and Crystal Bay
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for prior years. The Department responded to the complaint of Fulstone that the full record was not
before the State Board by stating that the record in the boxes had not been reduced to digital records
due to a lack of resources in preparing for this hearing, but nevertheless the full record was available to
the State Board and to the parties. The Department also stated that the Bakst and Barta case histories
would be included in the record upon receipt from the Attorney General's office. See Tr.,, 12-3-12, p. 4,
il 12-25,

At the December 3, 2012 hearing, the Washoe County Assessor provided lists of properties for
the 2003-2004, 2004-2005, and 2005-2006 fiscal years, showing those properties which were subject
to one of the four methodologies deemed unconstitutional by the Nevada Supreme Court. See Tr., 12-
3-12, p. 6, 1. 1throughp. 7, 1.12.

The Department recommended that the State Board measure the level of assessment through
an additional sales ratio study after the valuations at Incline Village and Crystal Bay are revised, in
order to ensure the Incline Village properties have the same relationship to taxable value as all other
properties in Washoe County. See 7., 12-3-12, p. 24,1. 6 through p. 27, 1.15.

Fulstone rebutted the notion that a sales ratio study should be performed. Fulstone stated that
for purposes of equalization, the Supreme Court's decision in Bakst to roll back values established for
the 2002-2003 fiscal year should be determinative for the current equalization action. Further, the State
Board should exclude any value that by virtue of resetting values to 2002-2003 would result in an
increase. Fulstone asserted the values of those properties are already not in excess of the
constitutional assessment. See Tr,, 12-3-12, p. 32, 1. 10 through p. 33, 1. 17. Fulstone also argued the
regulations adopted by the State Board in 2010 regarding equalization do not apply, and the roll-back
procedures adopted by the Supreme Court do apply for purposes of equalization. See Tr., 12-3-12, p.
35, I. 8 through p. 37, 1. 24; p. 41, I. 18 through p. 42 1 4.

The State Board discussed the meaning of equalization at length and whether regulations
goverming equalization adopted in 2010 could be used as a guideline for purposes of equalizing values
in 2003-04, 2004-05, and 2005-06. See Tr., 12-3-12, p. 42, 1. 12 through p. 47, I. 22. The Washoe
County District Attorney concurred with the Department that a sales ratio study should be performed to
ensure property values are fully equalized and reminded the State Board that the current regulations
provide for several aiternatives, including doing nothing, referring the matter to the Tax Commission,
order a reappraisal or adjust values up or down, based on an effective ratio study. See Tr., 12-3-12, p.
30, . 21 through p. 53, |. 12. The Deputy Attorney General advised the State Board the writ of mandate
does not limit the State Board to the roli-back procedures used by the Nevada Supreme Court to effect
equalization. See Tr., 12-3-12, p.71, Il. 2-21.

~ The State Board, having considered all evidence, documents and testimony pertaining to the

equalization of properties in accordance with NRS 361.227 and 361.395, hereby makes the following
Findings of Fact, Conclusions of Law and Decision.

FINDINGS OF FACT

1) The State Board is an administrative body created pursuant to NRS 361.375.

2) The State Board is mandated to equalize property valuations in the state pursuant to NRS
361.395.

3) The State Board found there was insufficient evidence to show a broad-based equaliiation

- action was necessary to equalize the taxable value of residential property in Clark County that
was the subject of a grievance brought forward by Louise Modarelli. The State Board dismissed
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the grievance from further action. See Tr, 11-5-12, p. 11, Il. 2-14.

4) The State Board found there was insufficient evidence to show a broad-based equalization
action was necessary to equalize the valuation of exempt property in Clark County that was the
subject of a grievance brought forward by City Hall, LLC. The State Board dismissed the
grievance from further action. The State Board, however, directed the Department to conduct a
performance audit of the work practices of county assessors with regard to how value is
established for exempt properties. See Tr., 11-5-12, p. 12, 1. 21 throughp. 13, 1. 4, p. 14,1 9
through p. 15, 1. 10.

5) The State Board did not make a finding with regard to a broad-based equalization action on
agricultural property in Douglas County, however, the State Board directed the Department to
conduct a performance audit of the work practices of county assessors in the proper
classification of agricultural lands. See Tr,, 11-5-12, p. 27, 1. 16 through p. 28, I. 3.

8) The State Board found the grievance brought forward by Dehnert Queen and Paul Rupp,
Esmeralda County, with regard to the property tax system required statutory changes. The
State Board dismissed the grievance from further action. See Tr, 11-5-12, p. 34, 1. 25 through
p. 351 4.

7) The State Board found there was sufficient evidence to support a finding that some properties
located in Incline Village and Crystal Bay, Washoe County, were valued in 2003-2004, 2004-
2005, and 2005-2006 using methodologies that were subsequently found to be unconstitutional
by the Nevada Supreme Court. See Tr., 11-5-12, p. 92, I. 19 through p. 94, I. 24; p. 98, 1. 1-9; p.
100, II. 3-23; State Board of Equalization v. Bakst, 122 Nev. 1403, 148 P.3d 717 (2006).

8) The State Board found there was no evidence to show methods found to be unconstitutional by
the Nevada Supreme Court in the Bakst decision were used outside of the Incline Village and
Crystal Bay area. See Tr., 11-5-12,p. 94, 1, 15 through p. 85, 1. 7; p. 106, I. 7 through p. 108, 1.
2, Tr, 12-3-12, p. 61, If. 3-21.

9) The State Board found that equalization of the Incline Village and Crystal Bay area which might
result in an increase in value to individual properties requires separate notification by the State
Board of Equalization pursuant to NRS 361.395(2). See Tr,, 11-5-12, p. 103, II. 12-21; Tr,, 12-3-
12, p. 74, 1. 12 through p. 75, 1. 9.

10)  Any finding of fact above construed to constitute a conclusion of law is adopted as such to
the same extent as if originally so denominated.

CONCLUSIONS OF LAW

1) The State Board has the authority to determine the taxable values in the State and to equalize
property pursuant to the requirements of NRS 361.395.

2) County assessors are subject to the jurisdiction of the State Board.

3) The Writ of Mandamus issued in Case No. CV-03-06922 requires the State Board to take such
actions as are required to notice and hold public hearings, determine the grievances of property
owner taxpayers regarding the failure or lack of equalization for 2003-2004 and subsequent
years to and including the 2010-2011 tax year, and to raise, lower, or leave unchanged the
taxable value of any property for the purpose of equalization. See Writ of Mandamus issued
August 21, 2012. The State Board found the Writ did not limit the type of equalization action to
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be taken. See Tr., 12-3-12, p. 71, . 11 through p. 73, I. 25.

4) Except for NRS 361.333 which is equalization by the Nevada Tax Commission, there were no
statutes or regulations defining equalization by the State Board prior to 2010. As a result, the
- State Board for the current matter relied on the definition of equalization provided in NAC
361.652 and current equalization regulations for guidance in how to equalize the property
values in Incline Village and Crystal Bay, Washoe County, Nevada. The State Board found the
Inciine Village and Crystal Bay properties to which unconstitutional methodologies were applied
to establish taxable value in 2003-2004, 2004-2005, and 2005-2006 should be reappraised
using the constitutional methodologies available in those years; and further, that the taxable
values resulting from said reappraisal should be tested to ensure the level of assessment
required by law has been attained, by using a sales ratio study conducted by the Department.
See Tr.,, 12-3-12, p. 76, I. 2 through p. 79, |. 21. '

5) The standard for the conduct of a sales ratio study is the IAAO Standard on Ratio Studies
(2007). See NAC 361.658 and NAC 361.662.

6) The Nevada Supreme Court defined unconstitutional methodologies used on properties located
at Incline Village and Crystal Bay as: classification of properties based on a rating system of
view, classification of properties based on a rating system of quality of beachfront; time
adjustments and use of teardown sales as comparable sales. See State Board of Equalization
v. Bakst, 122 Nev. 1403, 148 P.3d 717 (2006).

7) NAC 361.663 provides that the State Board require the Department to conduct a systematic
investigation and evaluation of the procedures and operations of the county assessor before
making any determination concerning whether the property in a county has been assessed
uniformly in accordance with the methods of appraisal required by law.

8) Any conclusion of law above construed to constitute a finding of fact is adopted as such to the
same extent as if originally so denominated.

ORDER

Based on the Findings of Fact and Conclusions of Law above, the State Board determined that
no statewide equalization was required. See Tr., 12-3-12, p. 80, 1. 1through p. 81, I. 10. However,
based on the Findings of Fact and Conclusions of Law above, the State Board determined certain
regional or property type equalization action was required. The State Board hereby orders the following
actions:

1) The Washoe County Assessor is directed to reappraise all residential properties located in
Incline Village and Crystal Bay to which an unconstitutional methodology was applied to derive
taxable value during the tax years 2003-2004, 2004-2005, and 2005-2006. The reappraisal
must be conducted using methodologies consistent with Nevada Revised Statutes and
regulations approved by the Nevada Tax Commission in existence during each of the fiscal
years being reappraised. The reappraisal must result in a taxable value for land for each
affected property for the tax years 2003-2004; 2004-2005: and 2005-2006.

2) The Washoe County Assessor must complete the reappraisal and report the results to the State
Board no later than one year from the date of this Notice of Decision. The report shall include a
list for each year, of each property by APN, the name of the taxpayer owning the property during
the relevant years, the original taxable value and assessed value and the reappraised taxable
value and assessed value. The report shall also include a narrative and discussion of the
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3)

4)

5)

6)

7)

processes and methodologies used to reappraise the affected properties. The Washoe County
Assessor may request an extension if necessary. See Tr., p. 78, 1. 14 throughp. 79, 1. 1. The
Washoe County Assessor may not change any tax roll based on the results of the reappraisal
until directed to do so by the State Board after additional hearing(s) to consider the results of the
reappraisal and the sales ratio study conducted by the Department.

The Department is directed to conduct a sales ratio study consistent with NAC 361.658 and
NAC 361.662 to determine whether the reappraised taxable values of each affected residential
property in Incline Village and Crystal Bay meets the level of assessment required by law; and
to report the results of the study to the State Board prior to any change being applied to the
2003-2004, 2004-2005, or 2005-2006 tax rolls. The Washoe County Assessor is directed to
Cooperate with the Department in providing all sales from the Incline Village and Crystal Bay
area occurring between July 1, 1999 to June 30, 2004, along with such information necessary
and in a format to be identified by the Department, for the Department to perform the ratio study.

The Washoe County Assessor shall separately identify any parcel for which the reappraised
taxable value is greater than the original taxable value, along with the names and addresses of
the taxpayer owning such parcels to enable the State Board to notify said taxpayers of any
proposed increase in value,

The Washoe County Assessor shall send a progress report to the State Board on the status of
the reappraisal activities six months from the date of this Equalization Order including the
estimated date of completion, unless the reappraisal is already completed.

The Department is directed to conduct a performance audit of the work practices of all county
assessors with regard to the valuation of exempt properties, and to report the results of the audit
to the State Board no later than the 2014-15 session of the State Board. All county assessors
are directed to cooperate with the Department in supplying such information the Department
finds necessary to review in order to conduct the audit: and to supply the information in the
format required by the Department. See Finding of Fact #5.

The Department is directed to conduct a performance audit of the work practices of all county
assessors with regard to the proper qualification and classification of tands having an
agricultural use, and to include in the audit the specific properties brought forward in the Brooks
grievance. The Department is directed to report the results of the audit to the State Board no
later than the 2014-15 session of the State Board. All county assessors are directed to
cooperate with the Department in supplying such information the Department finds necessary to
review in order to conduct the audit; and to supply the information in the format required by the
Department. See Finding of Fact #6.

BY THE STATE BOARD OF EQUALIZATION THIS q DAY OF FEBRUARY, 2013.

”’

- e~/

Christopher G. Nielsen, Secretary

CGFfter

Equalization Order 12-001
Notice of Degision
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SNELL & WILMER L.L.P.
Suellen Fulstone, No. 1615

50 West Liberty Street, Suite 510
Reno, Nevada 89501

Telephone: (775) 785-5440

Attorneys for Petitioners

FILED
Electronically
02-21-2013:08:43:37 PM
Joey Orduna Hastings
Clerk of the Court
Transaction # 3547722

IN THE SECOND JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA

IN AND FOR THE COUNTY OF WASHOE

VILLAGE LEAGUE TO SAVE INCLINE
ASSETS, INC., a Nevada non-profit
corporation, on behalf of their members and
others similarly situated: MARYANNE
INGEMANSON, Trustee of the Larry D. and
Maryanne B. Ingemanson Trust; DEAN R.
INGEMANSON, individually and as Trustee
of the Dean R. Ingemanson; J. ROBERT
ANDERSON; and LES BARTA on behalf of
themselves and others similarly situated;

Petitioners,
Vs.
STATE OF NEVADA on relation of the State
Board of Equalization; WASHOE COUNTY;
BILL BERRUM, Washoe County Treasurer,

Respondents.

Case No. CV03-06922

Dept. No. 7

OBJECTIONS TO STATE BOARD OF EQUALIZATION REPORT AND ORDER

In response to this Court's equalization writ of mandate, the State Board of Equalization
has directed the Washoe County Assessor's Office to reappraise the land portion of all residential
properties at Incline Village and Crystal Bay for each of the tax years 2003-2004, 2004-2005 and

2005-2006. For themselves and all residential property taxpayers at Incline Village/Crystal Bay,
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petitioners object on the grounds that the SBOE decision excceds the Board's statutory
jurisdiction, denies the constitutional rights of taxpayers to due process, equal protection and
uniformity of property taxation, and violates the terms of the writ of mandate. The SBOE

decision must be vacated and this matter remanded to the SBOE for a decision in compliance

with the Board's jurisdiction, the law and the writ issued by this Court,

TABLE OF CONTENTS

III. The Reappraisal Order Is Beyond The SBOE's Statutory Jurisdiction. . ........
A. The SBOE Lacks The Jurisdiction To Order Reappraisal..............

B. The SBOE's Attempt To Extend Its Jurisdiction By Regulation Must
Be Rejected As A Matter Of Law................................._.

C. Nevada's Property Tax Statutes Do Not Authorize A Reappraisal
Remedy. ...

IV. The SBOE Decision Must Be Set Aside As Void Because
The Board Was Unlawfully Constituted And Had No Jurisdiction. ... ..........

V. The SBOE Decision Must Be Set Aside Because Of The Board's Unlawful
Retroactive Application Of The 2010 Equalization Regulations. ................

VL. The Reappraisal Order Is Void Because It Denies Taxpayers
Their Constitutional Rights To Due Process And Equal Protection. ............

A, The Reappraisal Order Denies Taxpayers Their Rights To Due
Process And Equal Protection. .. ................................

1. The Incline Village/Crystal Bay Properties Cannot Be
Coustitutionally Reappraised Under The Original 2002 Regulations. . .

2. The Incline Village/Crystal Bay Properties Cannot Be
Constitutionally Reappraised Under The 2002 Temporary
Regulations Or The August 2004 Permanent Regulations. .. .........

VII. The Reappraisal Order Violates The Writ Of Mandate And Must Be Set Aside. . .
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OBJECTIONS
I. Introduction

The SBOE has ordered the Washoe County Assessor "to reappraise all residential
properties located in Inclinc Village and Crystal Bay to which an unconstitutional methodology
was applied to derive taxable value during the tax years 2003-2004, 2004-2005 and 2005-2006."
Equalization Order (February 8, 2013), p. 9, (Exhibit 1 to the State Board of Equalization's
Notice of Equalization Order filed February 8, 2013) (Emphasis added). Under the Order, the
Assessor must reappraise approximately 9000 parcels for each of the three years because every
residential property at ‘Inclinc Village/Crystal Bay was appraised using unconstitutional
methodologies for the tax years in issue. Sihcc mass appraisal was not approved as a
methodology by Tax Commission regulation until 2008, cach of thosé new appraisals would have
to be an individual appraisal. This "Equalization Order" would impose an cnormous burden on
the Washoe County Assessor (and on all Washoe County taxpayers who would have to pay for
these reappraisals) to no purpose. The SBOE does not have the jurisdiction to order
"reappraisals” by county assessors. Even if it did have that jurisdiction, reappraisals satisfying
constitutional standards arc impossible, given the state of valuation regulations during the tax
years at issue,

Furthermore, the SBOE's "Equalization Order" is drafted so broadly that it requires the
Washoe County Assessor to reappraise the hundreds of properties whose valuations were
established for the tax years in issue by the Nevada Supreme Court in State ex rel. State Board of|
Equalization v. Bakst, 122 Nev. 1403, 148 P.3d 717 (2006), and State ex rel. State Board of|
Equalization v. Barta, 124 Nev. 612, 188 P.3d 1092 (2008), and by the district court, applying the
Bakst and Barta precedents, in Village League to Save Incline Assets, Inc., et al, Petitioners, vs.

State ex rel State Board of Equalization, et al, Respondents, Case No, 05-014514 in the First
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Judicial District Court, Carson City, Nevada, and as to which refunds in substantial amounts
were paid to taxpayers some years ago. Having openly admitted their disagreement with the
Supreme Court rulings Transcript (November 5), p. 56 (Exhibit 1); Transcript (December 3), pp.
62-63 (Exhibit 2)' the SBOE has decided to exercise powers not granted to it by the Nevada
Legislature to nullify those Court rulings. The SBOE decision and order for "reappraisal" cannot
stand,

II. State Board of Equalization (SBOE) Proceedings And Order

The SBOE held three sets of hearings pursuant to the writ issued by this Court. At the
first hearing date, September 18, 2012, taxpayers, including Incline Village/Crystal Bay
residential property owners, presented thcirrequalization grievances. A second set of hearings
was noticed for November 5, 2012, to allow the assessors tov respond to the several grievances,
As each grievance was addressed by the respective county assessor, the SBOE ruled on that
grievance,

The Washoe County Assessor addressed the Incline Village/Crystal Bay gricvances and
admitted that the land portion® of all single family residential properties and some of the
condominium properties at Incline Village/Crystal Bay had been appraised for the 2003-2004,
2004-2005, and 2005-2006 tax years using one or more of the four unconstitutional methods
identified by the Supreme Court in the Bakst decision. Exhibit 1, pp. 93-94. Based on the

Assessor’s subsequent reports, the number of properties admittedly valued unconstitutionally for

' The complete transcripts for all three hearings held by the SBOE have been filed with
the court in the Record for Writ of Mandamus Hearing filed December 12, 2013 and the Second
Supplement to Record for Writ of Mandamus Hearing filed February 12, 2013.

? Under Nevada's taxable value system, the land and improvements on improved
residential property are valued separately. Since the land is to be valued as though it were vacant,
a comparable sales analysis can only be used to determine value if there are a sufficient number
of relatively current sales of comparable vacant land. There was a lack of comparable vacant land
sales in the Incline Village/Crystal Bay area for the tax years in question.

-4.-
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the tax years in question exceeded 5000, many of them with multiple owners.’

The Assessor, however, claimed that none of the four methods identified in Bakst had
been used in the appraisals of the remaining Incline Village/Crystal Bay residential properties, all
of which were condominiums. Exhibit 1, pp. 93-94. The SBOE made no further inquiry of the
Assessor with regard to the methodology or methodologies used to value the "land" portion of]
condominiums, whether any such methodology was contained in a Tax Commission approved
regulation, and whether the same methodology was used for condominiums in other areas of]
Washoe County. The SBOE also made no inquiry of its Department staff as to what
methodologies were used elsewhere in the State of Nevada for the valuation of condominiums in
the tax years in question,

Without any such further inquiry, the SBOE voted unanimously to re-set the land values
of properties that the Assessor admitted having previously valued unconstitutionally to their
2002-2003 levels as the Supreme Court had done in both the Bakst and Barta cases. Exhibit 1,
pp. 104-113. The values for each year were to be further adjusted by the application of the factor
that had been approved for the respective year by thc Tax Commission. Jd. The SBOE decision

applied only to those properties that the Assessor had admitted were previously valued using the

methods held unconstitutional in Bakst and Barra. The SBOE directed the Assessor to provide a
list of the affected properties by early December. Id,

The Board's November 5 decision was described as final, subject only to a ministerial
review of the properties identified by the County Assessor. Exhibit 1, pp. 111-113. The hearing
on December 3, 2012, however, inexplicably took place as though the November 5 determination

had never been made. See, e.g., Exhibit 2, p. 40. Instead of reviewing the Assessor’s lists of]

3 The Asscssor’s listing of properties for the 2003-2004, 2004-2005, and 2005-2006 tax
years are included as Item No. 4 to Supplement to Record for Writ of Mandamus Hearing filed
December 13, 2012. Each of the three lists consists of 180+ pages with approximately 30
properties to a page.
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affected properties, the SBOE ignored its November 12 decision and instead directed the
Assessor to reappraise all those properties for the three tax years in issue. Exhibit 2, pp. 77-80.
Under SBOE regulations, the Department staff has 60 days to prepare and serve the
SBOE's final written decision. NAC 361.747. That decision was issued here on February 8,
2013, as Equalization Order 12-001. The Order provides as follows:
The State Board hereby orders the following actions:

1) The Washoe County Assessor is directed to reappraise all
residential properties located in Incline Village and Crystal Bay to
which an unconstitutional methodology was applied to derive
taxable value during the tax years 2003-2004, 2004-2005, and
2005-2006. The reappraisal must be conducted using
methodologies consistent with Nevada Revised Statutes and
regulations approved by the Nevada Tax Commission in existence
during each of the fiscal years being reappraised. The reappraisal
must result in a taxable value for land for each affected property for
the tax years 2003-2004, 2004-2005, and 2005-2006. Fqualization
Order 12-001, p. 9.

The Order further requires the Department to conduct a "ratio study" on the reappraised values
and the Board to hold unspecified "additional hearing(s)" to consider both the results of the
reappraisals and the sales ratio study. /d., pp. 9-10.

Under the express terms of the final written decision, the Washoe County Assessor must
rcappraise all residential properties at Incline Village/Crystal Bay for the 2003-2004, 2004-2005
and 2005-2006 tax years “to which an unconstitutional methodology was applied to derive
taxablc value” for those tax years. That description includes all the condominium properties at
Incline Village/Crystal Bay. Without regard to the specific methodologies found unconstitutional
in Bakst and Barta, the methodology used by the Washoe County Assessor to value Incline
Village/Crystal Bay condominiums met the Bakst/Barta criteria for unconstitutionality. That
methodology was not reflected in any Tax Commission regulation for uniform use throughout the

state. Furthermore, assessors in other counties used other methodologies to value condominiums.

-6-
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The direction to reappraise "all residential properties located in Incline Village and Crystal
Bay to which an unconstitutional methodology was applied to derive taxable value during the tax
years 2003-204, 2004-2005 and 2005-2006," also requires the Washoe County Assessor to
reappraise those properties whose valuations were at issue and set aside as unconstitutional and
void in the Bakst and Barta cases as well as the approximately 1000 properties whose 2005-2006
values were adjudicated and refunds paid to taxpayers in the matter of Village League to Save
Incline Assets, Inc., et al, Petitioners, vs. State ex i;el State Board of FEqualization, et al,
Respondents, Case No. 05-014514 in the First Judicial District Court, Carson City, Nevada.
Although the legal principles expressed in Bakst and Barta remain operative, Equalization Order
12-001 would set aside the valuations established by thc Supreme Court in those cases as well as
the adjudicated values in the District Court case.
II.  The Reappraisal Order Is Beyond The SBOE's Statutory Jurisdiction.

A, The SBOE Lacks The Jurisdiction To Order Reappraisal.

The SBOE was created by the Nevada Legislature and its jurisdiction is
determined by its cnabling statute. The SBOE did not exist at common law and it has no
inherent, common law powers. See, e.g., Nevada Power Co. v. District Court, 120 Nev. 948,
955-956, 102 P.3d 578, 583 (Nev., 2004) (a statutory agency "has only thosec powers and
jurisdiction as are expressly or 'by necessary or fair implication' conferred by statute"); see also,
Andrews v. Nevada State Board. of Cosmetology, 86 Nev. 207, 467 P.2d 96 (1 970); Clark County
v. State, Equal Rights Commission, 107 Nev. 489, 492, 813 P.2d 1006, 1007 (1991). Any action
by the SBOE in excess of its jurisdiction as determined by statute is void per se. See, eg,
Diageo-Guinness USA, Inc. v. State Bd. of Equalization, 140 Cal.Rptr.3d 358, 364
(Cal.App.2012) (Board's attempt .to redefine Flavored Malt Beverages for purposes of excise

taxes was outside its authority and void); see also, Security National Guaranty, Inc. v. California
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Coastal Commission, 71 Cal.Rptr.3d (Cal.App.2008) (action taken in excess of statutory authority

was invalid).

The SBOE's statutory equalization duties and powers are set forth in NRS 36] 395
in their entirety as follows:

1. During the annual session of the State Board of

Equalization beginning on the fourth Monday in March of each

year, the State Board of Equalization shall;
(a) Equalize property valuations in the State.
(b) Review the tax rolls of the various counties as corrected

by the county boards of equalization thereof and raise or lower,

equalizing and establishing the taxable value of the property,

for the purpose of the valuations therein established by all the

county assessors and county boards of equalization and the Nevada

Tax Commission, of any class or piece of propetty in whole or in

part in any county, including those classes of property enumerated

in NRS 361.320. (Emphasis added.)

Under the statute, the mandated equalization is to be done annually for the current tax year not
years after the fact. The SBOE’s failure of annual statewide equalization has made this long
overdue equalization proceeding necessary.

NRS 361.395 specifically authorizes the SBOE to review the tax rolls and raise or
lower taxable values for purposes of equalization. The Legislature did not empower the SBOE to
order the reappraisal of property by county assessors.* When a statute gives specific powers to
any agency, those specific powers establish the limits of the agency's jurisdiction. See, e.g., Clark
County v. State, Equal Rights Commission, supra, 107 Nev. at 492, 813 P.2d at 1007 (authority to
issue subpoenas for hearings meant no authority to issue subpoenas for investigation purposes);

see also, Hi-Country Estates Homeowners Association v. Bagley & Co., 901 P.2d 1017, 1021

(Utah 1995) (PSC did not have power to determine value of property other than for rate-making

* Certainly the Legislature never anticipated an order to reappraise properties appraised
ten years earlier.

-8-
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purposes); In re Board of Psychologist Examiners’ Final Order Case No. PSY-P4B-01-0] 0-002,
224 P.3d 1131, 1137 (Idaho 2010) (sanctions specifically authorized by statute preclude
imposition of other sanctions); People v. Harter Packing Co., 325 P.2d 519, 521 (Cal.App. 195 8)
(agency cannot expand upon statutory enumerated penalties).

The statutes contain no express authorization for the SBOE to order the reappraisal
of property by county assessors. Nor may any such authority be cither necessarily or fairly
implied. Nothing in the statutory language, the legislative history of the statute, or the historical
experience under the statute supports the implied authority to order reappraisal. In all its history,
the SBOE has never previously issued an order for the reappraisal of property. See, e.g., Heber
Light & Power Co. v. Utah Public Service Commission, 231 P.3d 1203, 1208 (Utah 2010)
("Accordingly, to ensure that the administrative powers of .the [Commission] are not
overextended, any reasonable doubt of the existence of any power must be rcsolvcd against the
exercise thereof.")’

B. The SBOE's Attempt To Extend Its Jurisdiction By Regulation Must
Be Rejected As A Matter Of Law.

Effective in October of 2010, the SBOE adopted regulations for equalization,
including arrogating to itself under certain circumstances, the "authority" to order county
assessors to reappraise property. NAC 361.650--361.669; NAC 361.665. The law, however,
does not permit the SBOE to extend its jurisdiction by regulation. First of all, the SBOE's

authority to adopt regulations is expressly limited to regulations governing the conduct of its

‘business. NRS 361.375(9). In other words, the SBOE only has the authority to adopt procedural

regulations. The plenary regulation-making authority for the tax system lies with the Tax

Commission. See, e.g., NRS 360.090; 360.250.

5 There is similarly no grant of authority, express or implied, for the SBOE to order ratio
studies. Ratio studies are provided for in NRS 361.333 which specifies roles for both the
Department and the Tax Commission. NRS 361.333 makes no mention whatsoever of the SBOE.

-9.
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findings nor the specification of reappraisal methods can be found in Equalization Order 12-001,

- reference only to the current year's appraisal of property that was appraised in prior years.

Even if the SBOE's authority to adopt regulations were not limited to procedure,
however, that authority could not be exercised to expand its Jurisdiction beyond that provided by
statute. See, e.g., Morris v. Williams, 433 P.2d 697, 708 (Cal.1967) ("Administrative regulations
that alter or amend the statute or cnlarge or impair its scope are void and courts not only may, but
it is their obligation to strike down such regulations.") The réappraisal order is in excess of the
SBOE's jurisdiction and cannot be sustained.

In any event, the SBOE does not pufport to act under its 2010 equalization
regulations in ordering the reappraisals of Incline Village/Crystal Bay property. The retroactive
application of the 2010 equalization regulations to equalization gricvances for the tax years 2003-
2004 through 2005-2006 is prohibited. See, e.g., Barta, supra, 124 Nev. at 621-622, 188 P.3d at
1099. Furthermore, an order for reappraisal under NAC 361.665 requires not only specific
preliminary findings based on the SBOE's review of particular information from throughout
Nevada but specific direction from the SBOE as to thc."particular' methods" of reappraisal to be

used and their authority in Commission regulations. NAC 361.665. Neither those preliminary

C. Nevada's Property Tax Statutes Do Not Authorize A Reappraisal Remedy.
The Nevada Legislature has not vested the SBOE with the Jjurisdiction to order
county assessors to reappraise property. In fact, not even the Tax Commission has the
jurisdiction to order reappraisals. Nevada's property tax system does not permit orders for the
"reappraisal” of property alrcady appraised for a particular tax year. The only refcrences to
"reappraisal” in the entire Nevada property tax code are to the annual or cyclical "reappraisal" of]

property for ad valorem tax purposes. See, e.g., NRS 361.260; 361.261. "Reappraisal” is a

The imposition and collection of property taxes in Nevada follows a relatively

-10-
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strict timeline. The tax year runs from July 1 to June 30. The property valuation process starts in
the preceding year. For the tax year 2003-2004, for example, the initial property valuation by the
county assessor took place in 2002, By statute, the assessor is required to use only "comparable
sales of land before July 1 of the year before the lien date.” NRS 361.260(7). In valuing the land
portion of residential property for the 2003-2004 tax year, for example, the assessor could only
consider comparable vacant land sales that occurred prior to July 1, 2002.

For the 2003-2004 tax year, the property owner received notice of the Assessor's
determination of value in November or December of 2002. The last day to appeal a
determination of value was January 15, 2003. NRS 361.340. The County Board of Equalization
sat until the end of February 2003 to hear and determine the property owner/taxpayer appeals.
NRS 361.340. Taxpayers who were unsatisfied with the County Board determinations had until
March 10, 2003, to appeal to the SBOE. NRS 361.360. The SBOE convened on the last Monday
in March of 2003 and remained in session until November 1,2003. NRS 361.380.

Tax bills for the 2003-2004 tax year were sent by August 1, 2003, and taxes were
due on Aug’ust 20, 2003, although taxes could be paid in four installments with the last
installment in March of 2004. Property taxes are a perpetual lien against the property and take
priority over other encumbrances. NRS 361.450. The lien date for 2003-2004 property taxes was
July 1, 2003, the first day of the tax year. Although the SBOE may have remained in session
until November 1, 2003, by that time, county assessors were almost finished with the next tax
year's (2004-2005) valuation process and the preparation of notices of 2004-2005 valuations that
went to taxpayers in November or December of 2003.

There is no place in Nevada's property tax system for the “reappraisal” of property
already appraised for the tax year in question. Not only do the statutes make no reference to an

order for reappraisal as an available remedy for improper valuation by county assessors, those|
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has acknowledged the .use of unconstitutional methodologies in the original appfaisal is like

statutes also fail to create any process whatsoever by which taxpayers could challenge the values
obtained in a reappraisal. When the government assigns a value to property and proposes to tax
the owner based on that valuation, the property owner has an undisputed and indisputable
constitutional right to notice and the opportunity to be heard to challenge that value. The
taxpayer's due process rights would have to be protected with respect to a reappraisal just as they
are in the existing system with the assessor's initial appraisal.

A reappraisal remedy is inconsistent with both the language of the property tax
statutes and the public policies they are intended to promote. A mass reappraisal remedy created
and applied retroactively more than ten years after the initial appraisals were done and multiple
properties will have been transferred, in some cases, more than once, creates further problems.
The potential higher valuations and increased assessments could wreak havoc with the lien
system, title policy guarantees, and ultimate collection of additional taxes.

Furthermore, the county assessor and the taxpayer are adversary parties with

respect to property taxes. Ordering the county assessor to reappraise property after the assessor

ﬁnding the defendant liable and then letting the defendant determine the plaintiff's damages. It is
the proverbial fox guarding the henhouse. Giving the assessor a "do-over" would remove any
effective disincentive for improper or unconstitutional appraisal practices. It also would add
further insult to existing injury in terms of a property tax system already heavily weighted against
the taxpayer. The Barta case presented a similar issue involving similarly invalid valuations
based on the use of unconstitutional valuation methodologies. The SBOE and the Washoe
County Assessor both proposed a "remand" not to the Assessor for reappraisal, but instead to the
SBOE itself for the estaBlishment of new values. 124 Nev. at 627; 188 P.3d at 1102. The

Supreme Court rejected the SBOE's proposed remand for new valuations in favor of resetting the
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properties to their most recent constitutionally valid valuations. Id

IV. The SBOE Decision Must Be Set Aside As Void Because
The Board Was Unlawfully Constituted And Had No Jurisdiction.

Under NRS 361.375, the SBOE is to be composed of five members appointed by the
Governor. Only one of those five members is to be a property appraiser with a professional
designation. The Legislature purposely limited the Board to one fee appraiser in order to have the
appraisal expertise without having appraisal considerations dominate.

The Board that heard and determined the equalization grievances under the writ of
mandate, however, had two members, Chairman Anthony Wren and Member Ben Johnson, who
were "property appraisers with professional designations." See Exhibits 3 and 4. Mr. Johnson
was recently appointed to the Board, replacing Russ Hofland who had been the Board Member
"versed in the valuation of centrally assessed properties." See Exhibit 5. The statute also requires
that one member of the Board be “versed in the valuation of centrally assessed properties.” NRS
361.375. Even if Mr. Johnson has experience with centrally assessed properties not reflected in
his biography or resume, his appointment created a Board with two fee appraisers in violation of]
both the letter and the spirit of NRS 361.375. That appointment deprived the Board of]
jurisdiction in this matter. See, e.g., Kaemmerer v. St. Clair County Electoral Board, 776 N.E.2d
900, 902 (Il App. 2002); Vuagniaux v. Dept. of Professional Regulation, 802 N.E.2d 1156, 1164-
1165 (Ill.App. 2003); DuBaldo v. Dept. of Consumer Protection, 522 A.2d 813, 815 (Conn.
1989); Davis v. Rhode Island Bd. of Regents, 399 A.2d 1247, 1250 (R.L. 1979).

The influence of the two appraiser members on the unlawfully constituted Board was
apparent. Chairman Wren was frank in his disagreement with the Supreme Court rulings. Exhibit
1, p. 56. Both the Chairman and Member Johnson expressed their support for reappraisals
because the unconstitutionally obtained values did not exceed market or "full cash" value.

Exhibit 2, pp. 8, 36, 39, 49, 58-60, 72. The SBOE was reminded to no avail that the Barta Court

-13-
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had expressly rejected both the SBOE's "full cash value" argument and its request for a remand
for the determination of new values. Id, pp. 28-30, 36, 57-58.

V. The SBOE Decision Must Be Set Aside Because Of The Board's Selective
And Unlawful Retroactive Application Of The 2010 Equalization Regulations.

After acknowledging that no contemporaneous equalization regulations existed during the
tax years at issue, the SBOE made numerous references in its decision to the equalization
regulations adopted in 2010. In Conclusion of Law Number 4, for example, the Equalization
Order states as follows:

[The Board] relied on the definition of equalization provided in
NAC 361.652 and current equalization regulations for guidance in

how to equalize the property values in Incline Village and Crystal
Bay. Equalization Order, p. 9.

NAC 361.652 was adopted as part of the 2010 regulations.

In Conclusion of Law Number 5, the Equalization Order references the "standard for the
conduct of a sales ratio study is the IAAO Standard on Ratio Studies (2007)," citing NAC
361.658 and NAC 361.662, also adopted in 2010. Equalization Order, p- 9. In Conclusion of
Law Number 7, the Equalization Order references another of the 2010 regulations, stating, as
follows:

NAC 361.663 provides that the State Board require the Department

to conduct a systematic investigation and evaluation of the

procedures and operations of the county assessor before making any

determination concerning whether the property in a county has been

assessed uniformly in accordance with the methods of appraisal

required by law. Equalization Order, p. 9.
The Order further directs the Department “to conduct a sales ratio study consistent with NAC
361.658 and NAC 361.662 ... ..” Equalization Order, p. 10.

The SBOE’s 2010 equalization regulations were expressly made prospective, to be

effective October 1, 2010. Nothing in the language or history of the regulations remotely suggest
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a retroactive intent of any kind. The retroactive application of the 2010 equalization regulations
is prohibited as a matter of law. See, e.g., Barta, supra, 124 Nev. af 621-622, 188 P.3d at 1099,
In any event, as drafted, the 2010 equalization regulations apply only to the SBOE's annual
mandate for statewide equalization in a current tax year. NAC 361.650-361.669. With no
provisions for the review of prior year equalization issues, those 2010 regulations could not
govern the SBOE proceedings under the writ of mandate. To follow the 2010 regulations, the
SBOE here would have reviewed the tax rolls of each county for the tax years from 2003-2004 to
2009-2010, reviewed the rolls of centrally assessed property for each of those years, reviewed
ratio studies and performance audits of assessor practices conducted in each of those years, made
preliminary findings and held hearings on those preliminary findings, and so on. NAC 361.659,
361.660, 361.664. None of those actions were taken or could lawfully have been taken. The
2010 regulations were simply not in effect in any of the tax years at issue before the SBOE on the
writ of mandate.

Furthermore, under the 2010 equalization regulations, taxpayers are relegated to the status
of "interested persons" rather than parties to the proceedings with all the rights of parties. The
hearings mandated by the writ of mandate were for the express purpose of resolving taxpayer
equalization grievances from the tax years 2003-2004 through 2009-2010. The SBOE had no
equalization regulation applicable to those tax years and it has no regulation whgtsoever, to date,
addressing taxpayer equalization grievances. Nothing in the 2010 equalization regulations deals
with taxpayer edualization grievances.

The Department/SBOE attempt to avoid the prohibited retroactive application of the 2010
equalization regulations by characterizing certain cherry-picked provisions merely as "guidance."
For example, the SBOE is said to have been “guided” by the definition of equalization adopted as

part of the 2010 regulations. The use of this definition was primarily urged by the Department of;
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Taxation representative Terry Rubald. Exhibit 1, pp. 55; Exhibit 2, pp. 25, 45, As argued by
Rubald and by new appraiser member thnson, satisfying the 2010 definition of equalizgtion
required a ratio study to determine that Incline Village/Crystal Bay residential property owners
were being assessed the same as other property owners in Washoe County. Exhibit I, pp. 98-99;
Exhibit 2, pp. 56, 78. The effect, and true purpose, of a ratio study here (performed “of course”

by the Department) is to ensure valuation levels established by unconstitutional methodologies

~are maintained. The intent is to nullify the Supreme Court Bakst and Barta rulings and restore

unconstitutional valuations under the guise of reappraisal validated by a ratio study.

Taxpayers are entitled to have their equalization grievances for the tax years 2003-2004,
2004-2005, and 2005-2006 determined by the law in effect during those years not years later. In
2003-2004, 2004-2005, and 2005-2006, equalization was geographical. When the SBOE
approved a 10% reduction along the lakeshore in Incline Village, no "ratio study" was performed.
When the SBOE affirmed the County Board 2006-2007 tax year equalization decision resetting
all residential property at Incline Village/Crystal Bay to 2002-2003 levels, no "ratio study" was
performed.

This Court must reject the obvious subterfuge. The retroactive use of the 2010
equalization provisions as "guidance'; is no less prohibited than their straightforward application.
The Equalization Order based on that "guidance" is unlawful and must be vacated. If anything,
the SBOE's selective use of certain provisions of the 2010 regulations without any attempt at
actual compliance with those regulations is even more egregious. If the SBOE is serious about
using the 2010 regulation as “guidance, “ it should direct the reappraisal of the entire state using
constitutional methodologies and the preparation of ratio studies that encompass the entire state

for the tax years in question, including the comparable Lake Tahoe properties in Dduglas County.
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ALPHABETICAL INDEX

Document

2003/2004 Incline Village/Crystal
Bay list to the State Board of
Equalization per request on
November 5, 2012 (first and last

page)

2004/2005 Incline Village/Crystal
Bay list to the State Board of
Equalization per request on
November 5, 2012 (first and last

page)

2005/2006 Incline Village/Crystal
Bay list to the State Board of
Equalization per request on
November 5, 2012 (first and last

page)

Addendum to Objections to State

Board of Equalization Report and
Order

Amended Complaint/Petition for
Writ of Mandamus

Bakst Intervenors’ Notice of Appeal

Baskt Intervenors’ Joinder in Notice

of Appeal

Certificate of Delivery of Writ of
Mandamus

Date

2/22/13

6/19/09

7/19/13

7/19/13

8/30/12

Vol. Pages

1 APX00229-
APX00230

1 APX00231-
APX00232

| APX00233-
APX00234

3 APX00644-
APX00651

1 APX00019-

APX00028

8 APX01507-
APX01515

8 APX01525-
APX01526

1 APX00065-
APX00078



Churchill County Notice of Non-
Participation and Motion to Dismiss

Complaint for Declaratory and
Related Relief

County’s Motion to Dismiss NRCP
12(b)(5) and NRCP 12(b)(6)

County’s Notice of Non-Aversion to
Requested Stay and Response to

Objections

County’s Response and Opposition
to Motion for Leave to Seek
Reconsideration of July 1, 2013

Order

Minutes of the August 3, 2012
Status Hearing

Motion for Leave of Court to File
Motion to Intervene

Motion for Leave to Seek
Reconsideration or, in the
Alternative, for Stay of July 1, 2013
Order and Reinstatement of Stay of
February 8, 2013 State Board of
Equalization Decision Pending

Appeal

Notice of Appeal

Notice of Entry of Order and
Judgment for Issuance of Writ of

Mandamus

5/20/13

11/13/03

4/4/13

3/22/13

8/1/13

8/14/12

3/28/13

7/19/13

7/3/13

8/30/12

APX01370-
APX01375

APX00001-
APX00018

APX00903-
APX00934

APX00847-
APX00859

APX01527-
APX01534

APX00046-
APX00048

APX01133-
APX01335

APX01516-
APX01524

APX01496-
APX01504

APX00057-
APX00064



Notice of Entry of Order Granting
Defendants’ Motion to Dismiss
Petitioners’ Petition for Judicial
Review and Denying Petitioners’
Objections to State Board of
Equalization Report and Order

Notice of Equalization Hearing

Notice of Equalization Hearing

Notice of Equalization Hearing

Notice of Joinder in “State Board’s
Opposition to Motion for Leave of
Court to File Motion to Intervene”

Notice of Washoe County’s
Concurrence with “State Board’s
Report on  Execution of Writ of
Mandamus” and “Equalization
Order”

Objections to State Board of
Equalization Report and Order

Oral Arguments Transcript

Order and Judgment for Issuance of

Writ of Mandamus

Order Denying Churchill County’s
Motion to Dismiss

7/1/13

8/28/12

10/15/12

11/16/12

4/18/13

2/14/13

2/21/13

6/14/13

8/21/12

7/5/13

APX01485-
APX01495

APX00054-
APX00056

APX00141-
APX00142

APX00226-
APX00227

APX00998-
APX(01000

APX00552-
APX00568

APX00569-
APX00643

APX01385-
APX01479

APX00051-
APX00053

APX01505-
APX01506



Order Denying Motion for 9/4/13
Reconsideration

Order Granting Defendants’ Motion  7/1/13
to Dismiss Petitioners’ Petition for

Judicial Review and Denying

Petitioners’ Objections to State

Board of Equalization Report and

Order

Petition for Judicial Review 3/8/13

Petitioner’s Response to Churchill ~ 6/7/13
County Assessor Motion to Dismiss

Petitioners’ Response to Pershing 5/10/13
County Assessor Motion to Dismiss

Points and Authorities in Opposition 4/22/13
to County Respondents’ Motion to
Dismiss

Points and Authorities in Opposition 4/23/13
to State Board of Equalization
Motion to Dismiss

Reply Points and Authorities in 8/13/13
Support of Motion for Leave to

Seek Reconsideration or, in the

Alternative, for Stay of July 1, 2013

Order and Reinstatement of Stay of

February 8, 2013 State Board of

Equalization Decision Pending

Appeal

Reply to Plaintiffs’/Petitioners’ 5/3/13
Opposition to State’s Motion to
Dismiss

APX01590-
APX01593

APX01480-
APX01484

APX00652-
APX00759

APX01376-
APX01379

APX01366-
APX01369

APX01001-
APX01009

APX01016-
APX01084

APX01583-
APX01589

APX01101-
APX01132



Reply to State Board of 4/24/13 6 APX01085-
Equalization’s Opposition to the APX01100
Bakst Intervenors’ Motion to

Intervene (without CD attachment

of Assessor Schedules)

Respondent Celeste Hamilton’s 4/22/13 6 APX01010-
Motion to Dismiss APXO01015
SBOE Agenda for December 3, 11/28/12 1 APX00228
2012 Hearing (amended)
SBOE Agenda for November 5, 10/31/12 1 APX00143-
2012 Hearing APX00145
SBOE Agenda for September 18, 9/12/12 1 APX00079-
2012 Hearing APX00083
SBOE Hearing — Agenda Item L —  9/18/12 APX00093-
Transcript APX00140
SBOE Hearing — Agenda Item L5 —  11/5/12 1 APX00146-
Transcript APX00225
SBOE Hearing — Transcript 12/3/12 2 APX00311-
APX00393
State Board of Equalization’s Notice 2/8/13 2 APX00394-
of Equalization Order APX00410
State Board’s Motion to Dismiss 4/4/13 5 APX00878-
Petition for Judicial Review APX00902

(without exhibits of SBOE
November 5, 2012 Hearing —
Agenda Item L5 — Transcript and
SBOE December 3, 2012 Hearing
Transcript)



State Board’s Opposition to Motion
for Leave of Court to File Motion to
Intervene (without exhibits of
Petition for Judicial Review, SBOE
November 5, 2012 Hearing —
Agenda Item L5 — Transcript and
SBOE December 3, 2012 Hearing
Transcript)

State Board’s Opposition to Motion
for Leave to Seek Reconsideration
and Opposition in Part to
Reinstatement of Stay of February
8, 2013 State Board of Equalization
Decision

State Board’s Report on Execution
on Writ of Mandamus

State Board’s Supplement to
Authorities in Response to
Petitioners’ Objection

State’s Motion to Take Judicial
Notice

State’s Response to Plaintiffs’
Objection to State Board of
Equalization Report and Order

State’s Surreply to Petitioners’
Reply to State Board of
Equalization Response to
Objections to February 2013
Decision on Equalization

Status Hearing Transcript

4/15/13

8/5/13

2/12/13

6/10/13

5/3/13

3/11/13

5/8/13

8/3/12

APX00959-
APX00988

APX01535-
APX01582

APX00411-
APX00551

APX01380-
APX01384
APX01336-
APX01352
APX00760-
APX00822

APX01336-
APX01365

APX00029-
APX00045



Summons with Proof of Service of
Petition for Judicial Review on
Washoe County

Summons with Proof of Service of
Petition for Judicial Review on
Washoe County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Washoe County Treasurer

Summons with Proof of Service of
Petition for Judicial Review on State
Board of Equalization

Summons with Proof of Service of
Petition for Judicial Review on State
of Nevada, Attorney General’s
Office

Summons with Proof of Service of
Petition for Judicial Review on
Douglas County Assessor

Summons with Proof of Service of
Petition for Judicial Review on City
Hall LLC

Summons with Proof of Service of
Petition for Judicial Review on
Carson City Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Lincoln County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Humboldt County Assessor

3/19/13

3/19/13

3/19/13

3/19/13

3/19/13

3/19/13

3/19/13

3/19/13

3/25/13

3/26/13

APX00823-
APX00825

APX00826-
APX00828

APX00829-
APX00831

APX00832-
APX00834

APX00835-
APX00837

APX00838-
APX00840

APX00841-
APX00843

APX00844-
APX00846

APX00860-
APX00862

APX00863-
APX00865



Summons with Proof of Service of
Petition for Judicial Review on
Lander County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Mineral County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Eureka County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Clark County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Pershing County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Storey County Assessor

Summons with Proof of Service of
Petition for Judicial Review on

Louise Modarelli

Summons with Proof of Service of

Petition for Judicial Review on Elko

County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Esmeralda County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Lyon County Assessor

3/27/13

4/2/13

4/2/13

4/3/13

4/5/13

4/9/13

4/11/13

4/12/13

4/12/13

4/12/13

APX00866-
APX00868

APX00869-
APX00871

APX00872-
APX00874

APX00875-
APX00877

APX00935-
APX00937

APX00938-
APX00940

APX00941-
APX00943

APX00944-
APX00946

APX00947-
APX00949

APX00950-
APX00952



Summons with Proof of Service of
Petition for Judicial Review on Paul
Rupp

Summons with Proof of Service of
Petition for Judicial Review on
White Pine County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
Churchill County Assessor

Summons with Proof of Service of
Petition for Judicial Review on
William Brooks

Summons with Proof of Service of
Petition for Judicial Review on Nye

County Assessor

Taxpayers’ Rebuttal Brief to SBOE

Taxpayers’ Submission to SBOE

Washoe County’s Brief to the
Nevada State Board of Equalization
Regarding Statewide Equalization

Writ of Mandamus

4/12/13

4/15/3

4/16/13

4/16/13

4/17/13

11/30/12

9/13/02

11/28/12

8/21/12

10

APX00953-
APX00955

APX00956-
APX00958

APX00989-
APX00991

APX00992-
APX00994

APX00995-
APX00997

APX00262-

APX00310

APX00084-
APX00092

APX00235-
APX00261

APX00049-
APX00050
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CATHERINE CORTEZ MASTO
Attorney General

DAWN BUONCRISTIAN)

Deputy Attorney General

Nevada Bar No. 7771

100 North Carson Street

Carson City, Nevada 897014717
Telephone: (775) 684-1129
Facsimile: (775) 684-1156

Email: dbuoncristiani@ag.nv.gov
Attorneys for the State Board of Equalization

IN THE SECOND JUDICIAL DISTRICT OF THE STATE OF NEVADA
IN AND FOR THE COUNTY OF WASHOE

VILLAGE LEAGUE TO SAVE INCLINE ASSETS,| Case No. CV03-06922
INC., a Nevada non-profit corporation, on behalf
of their members, and others similarly situated; Dept. No. 7
MARYANNE INGEMANSON, trustee of the
LARRY D. AND MARYANNE B. INGEMANSON
TRUST; DEAN R. INGEMANSON, individually
and as trustee of the DEAN R. INGEMANSON
TRUST; J. ROBERT ANDERSON: and LES
BARTA, on behalf of themselves and others
similarly situated,
Plaintiffs,
Vs,

THE STATE OF NEVADA, on relation of the
STATE BOARD OF EQUALIZATION: WASHOE
COUNTY; and BILL BERRUM, WASHOE
COUNTY TREASURER,

Defendants.
STATE BOARD'S REPORT ON EXECUTION OF WRIT OF MANDAMUS

Respondent State of Nevada ex rel. State Board of Equalization (State Board) by and
through its counsel Catherine Cortez Masto, Attorney General, by Dawn Buoncristiani,
Deputy Aftorney General, hereby reports to this Court, State Board’s execution of this
Court's Writ of Mandamus (Writ) issued on August 21, 2012.

The Writ directed the State Board to hold public hearings. to “determine the

grievances of property owner taxpayers regarding the failure, or lack, of equalization of real

! This Report is made pursuant to the requiremsant of the Writ for a report back to the Court no later
than 180 days after of the Writ was issued.
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property valuations throughout the State of Nevada for the 2003-2004 tax year and each
subsequent tax year to and including the 2010-2011 tax year, . .." See Writ, p. 1. The
State Board held public hearings on September 18, 2012, November 5, 2012 and
December 3, 20;I2.

In response to the Wit directing the State Board to hold its first public hearing “not
more than 60 days after the date of the writ's issuance. . . ." the State Board met on
September 18, 2012, to hear taxpayer grievances.? See Wiit, pp. 1-2. See Record for Writ
of Mandamus Hearing in Imaged format (3CDs) and Agency Certification (Record), CD 1, 1.
Notices and 2. Agendas. The State Board elected to ‘cause published notices” of the
equalization hearing “to be made in the press’.* NRS 361 -380. The notice was placed in 21
newspapers across the State. See Record, CD 1, 1. Notices. On August 28, 2012, a
Notice of Hearing was sent to Plaintiffs through attorney, Suellen Fulstone. See Record,

CD 1, 1. Notices.

On September 18, 2012, the State Board héaring in response to the Writ was video
conferenced b'etween the Carson City Legislative Building and the Las Vegas Legislative
Buiiding as well as eight other locations including Battle Mountain, Caliente, Elko, Ely,
Eureka, Pahrump, and Winnemucca. See Record. CD 1, 3. Transcripts 9-18-12, p. 10. The
hearing was available for live viewing via the internet at the Legislative website;

hitp://leg.state.nv.us. The hearing was also available by teleconferencing through a cal-in

number. See Record, CD 1, 1. Notices.

At the State Board hearing on September 18, 2012, property owners from four Nevada
counties submitted grievances. Three property owners appeared in person and through
telephone conferencing. See Record, CD 1, 3. Transcripts 9-18-12. Two property owners
from Clark County submitted grievances. The first Clark County property owner was Louise
H. Modarelli (Mordarell). See CD 1, 3. Transcripts 9-18-12, p. 16. Mordarelli's grievance

was dismissed because such claim was identical to her individual contested case appeal. Her

* The State Board held its first meeting within 80 days after the date of the issuance of the Wirit on
August 21, 2012, as required by the Writ. See Writ, p. 2.

* Published notices were made through the Nevada Prass Association. See CD 1, 1. Notices.
2
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individual appeal was heard by the Clark County Board of Equalization (County Board) which
reduced the taxable value of her property. Modarelli did not timely appeal the County Board's
decision to the State Board. In such previous hearing pursuant to NRS 361.360, the State
Board dismissed Mordarelili's appeal for failure to timely appeal. See Record, CD 1, 3.
Transcripts, p. 16; Record, CD 3 of 3 (CD 3), 11. Taxpayer Petitions and Evidence 2012. In
this matter the State Board dismissed Mordarelii's claim because her claim was for her
individual property valuation and there was no equalization component to such claim. See
Record, CD 1, 3. Transcripts 11-5-12, pp. 6-11.

The second Clark County property owner was City Hall, LLC (City). City made a
claim regarding the taxable value of its property after an exemption from taxation was
removed when the property was purchased by City. See Record, CD 1, 3. Transcripts 9-18-
12, pp. 12-14; CD 3, 10. Taxpayer Briefs Equalization Hearing Sept 2012. The Chairman
asked City's attorney, William McKean. a question regarding City's claim. Did City want the
State Board to make sure the assessor: (1) correctly assessed a property pursuant to the
applicable statutes and regulations: and, (2) then exempted such value if an exemption was
appropriate? City's attorney stated “yes” to the Chairman's question. City then added it
\'Na_nted to be able to appeal the taxable value of the property “in January of 2013, so that it
can appeal that current tax year valuation in the upcoming appeal cycle.” See Record,

CD 1, 3. Transcripts 9-18-12, pp. 13-14,

The State Board dismissed City's individual grievance because the State Board does
not have the authority to grant a property owner the right to appeal a property tax in a year
other than the year established pursuant to NRS Chapter 361. See Record, CD 1, 4,
County Responses 11-5. No timely appeal was filed for the subject property by the appeal
deadline of January 17, 2012, According to public records, City did not own the property
until April 4, 2012. See Record, CD 1, 4. County Responses. The State Board directed the
Department of Taxation (Department) to investigate the issue regarding the proper valuation
of a property the year after such property is no longer tax exempt. NAC 361.663. The issue

is to be “part of a broader performance appraisal question to be applied across all counties.”
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See Record, CD 1, 3. Transcripts 11-5-12, pp. 12-15.

One property owner submitted a grievance from Douglas County. H. William Brooks
(Brooks) complained that he was paying a higher tax on his property than the tax paid on
other properties in Genoa. See Record, CD 1, 3. Transcripts 9-18-12, pp. 17-20; CD 3,11,
Taxpayer Petitions and Evidence 2012. Brooks disputed the classification of agricultural
property and how agricultural property is valued. See Record, CD 1, 3. Transcripts 11-5-12,
p. 27. The Douglas County assessor responded with a review of four parcels explaining
why the differences in valuation were a result of various statutory valuation requirements.
See Record, CD 1, 4. County Responses. The State Board directed the Department to
make the disputed agricultural issues:the subject of a future performance audit; the
Department "would look at how assessors are qualifying properties for the agricultural”
designation for property valuation. See Record, CD 1, 3. Transcripts 11-5-12, p. 28.

One property owner from Esmeraida County submitted a grievance. Paul Rupp, a
property owner, and Michael Queen explained how they would like to sea property tax laws
changed. The State Board took no action on this matter finding it had no authority to
change property tax laws. The Departrhent offered to provide training to the Esmeralda
County Board of Equalization on general procedures for its hearings. See Record, CD 1, 3.
Transcripts 11-5-12, p. 38, |

One group of Washce County property owners submitted an equalization grievance.
Such property owners from Incline Village and Crystal Bay (Incling) were represented by
Suellen Fulstone. See Record, CD 1, 3. Transcripts 9-18-12, pp. 30-46; CD 3, 11. Taxpayer
Petitions and Evidence 2012. Incline stated there were some 1300 property owners whose
interests were represented at the hearing; however, the claim was for equalization of all
residential property in Incline. See Record, CD 1, 3. Transcripts 9-18-12, pp. 30-31.

Incline's position was ‘[the [Nevada] Supreme Court (Supreme Court) has
determined that the 2002 appraisal was unlawful and that the valuations reached in that
appraisal were null, void, and unconstitutional, . . . Equalization under the constitution,

which requires uniform and equal taxation, requires that all of the valuations of residential
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property at Incline Village and Crystal Bay be set for those years ét the 2002-2003
constitutional levels.” See Record, CD 1, 3. Transcripts 9-18-12, pp. 31-33, 39. Pursuant to
State Board of Equalization, et al. v. Bakst, et al., 122 Nev. 1403, 1408, 148 P.3d 717
(2006) four methods were determined to be invalid and unconstitutional: adjustments for
view, adjustments for time, adjustments for teardowns, and adjustments for beach type.
See Record, CD 1, 3. Transcripts 9-18-12, pp. 44-45; 11-5-12, p. 39. The Chairman
questioned whether one or all of these methodologies were applied to all residential
property in Incline. See CD 1, 3. Transcripts 9-18-12, pp. 43-44.

For relief, Incline requested that after setting residential property land values at the
2002-2003 level, a factor, as approved by the Nevada Tax Commission, be applied which
would result in a total taxable value for each property. See Record, CD 1, 3. Transcripts 9-
18-12, pp. 38; 3; 11-5-12, p. 56. At the September 18, 2012 hearing, Incline testified the tax
years at issue included 2003-2004, 2004-2005, 2005-2006, and 2007-2008. See Record,
CD 1, 3. Transcripts 9-18-12, pp. 33, 36. However, at the November 5, 2012 hearing,
Incline testified that the tax years under dispute are 2003- 2004, 2004-05, and 2005-06 and
that tax year 2007-2008 was “not at issue here." See Record, CD 1, 3. Transcripts 11-5-12,
pp. 49, 67-68, 90.

On November 5, 2012, the State Board held a hearing at which four county
assessors individually responded to the grievances of taxpayers residing within the county
in which each assessor appraises property.® See Record, CD 1, Notice and Agenda. See,
State Board of Equalization's Notice of Equalization Order [Equalization Order). The
Washoe County Assessor .(Assessor) responded to Incline's grievances. The Assessor
testified that not all of the Incline residential properties had one of the invalid methodologies
applied to arrive at taxable value. See Record, CD 1, 3. Transcripts 11-5-12, pp. 39, 43.
Incline disagreed testifying that one of the invalid methods was used on all residential
properties in Incline. See Record, CD 1, 3. Transcripts 11-5-12, p. 46. When the Chairman

asked for the specific information or evidence that the methods were used on all Incline

* However, all 17 assessors received a notice for the hearing. See CD1. 1. Noticas.
5
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properties, Incline responded “[yjou have all of that information in the records of this Board
for those years.” See CD 1, 3. Transcripts 11-5-12, p. 49. Later, Incline pointed to the
record again to indicate support for a general squalization down for alii properties in Incline.
See Record, CD 1, 3. Transcripts 11-5-12, p. 68.

The Depaftment, the state agency that maintains State Board records, testified that
the records Incline requested to be placed in front of the State Board included only
information relating to taxable values for properties which were appealed to the State Board
in past years. The records did not contain information about other properties under
consideration for equalization at Incline. NRS 361.375(11). Incline stated that the record
would provide "more information, in terms of what was done at Incline for those years.”
See Record, CD 1, 3. Transcripts 11-5-12, pp. 68-69. State Board members indicated an
interest in infarmation relating to those properties that were not previously appealed
because the Writ addresses general equalization, not individual appeals. See Record \

CD 1, 3. Transcripts 11-5-12, pp. 68-69,

Responding to an inquiry from the Chairman, the Department referred the State

Board to NAC 361.652 which defines equalized property. “Equalized property valuations’
means to ensure that the property in this State is assessed uniformly in accordance with the
methods of appraisal and at the level of assessment required by law.” NAC 361.652:
NRS 361.333. The Department testified that the State Board Mmay need to "explore what
happens when you remove those [invalid] methodologies.” After the value was removed,
would the properties be valued at the level of assessment required by law? NAC 361.652:
NRS 361.333. See Record, CD 1. 3. Transcripts 11-5-12, pp. 55-56.

The Stats Board expressed concern that it did not have enough information on
exactly which properties the invalid appraisal methods were applied. See Record CD 1, 3.
Transcripts 11-5-12, pp. 58-59, 61-62. The Incline properties which had the invalid
methodologies applied to arrive at taxable value should be identified. See Record, CD 1, 3.
Transcripts 11-5-12, pp. 75-76. The State Board considered Incline’s request for relief: set

the base value at the 2002-2003 taxable value and apply Nevada Tax Commission factors

8
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gach year forward to develop a final taxabls value for each Incline property. See Record,
CD 1, 3. Transcripts 11-5-12, pp. 88-90. When asked by the State Board, the Assessor
responded that he could identify residential parcels which had had one of the invalid
methodologies applied to arrive at taxable value. See record, CD 1, 3. Transcripts 11-5-12,
p. 93.

The State Board passed a motion directing the Assessor to identify Incline properties
which had one of the invalid methodologies applied to arrive at taxable value for the land.
See Record, CD 1, 3. Transcripts 11-5-12, pp. 100-101. The Assessor was to then reduce
taxable value to the 2002-2003 level and apply the Nevada Tax Commission factor to each
year forward from 2003-2004, 2004-2005 and 2005-2006 to result in a taxable value for
such property. See Record, CD 1, 3. Transcripts 11-5-12, pp. 100-101. The Assessor was
to report back to the State Board to review the Assessor's work at another hearing to
determine if the State Board agreed with the taxable values or if the State Board needed to
continue to deliberate regarding its final action on this matter. See Record, CD 1, 3.
Transcripts 11-5-12, p. 113. The Department suggested that a sales ratio study be
performed on the final taxable values to determine if the level of assessment was consistent
with NRS 361.333. NAC 361.652. See Record, CD 1, 3. Transcript 11-5-12, pp. 98-100.

On December 3, 2012, the State Board held a hearing by video conference to
receive information from the Assessor as requested at the hearing on November 5, 2012.
See Supplement to Record for Writ of Mandamus Hearing in Imaged Format (1 CD) and
Agency Certification (Supplement), 1. Agenda. The information included "revised valuations
of properties located in Incline Village and Crystal Bay for the 2003-2004, 2004-2005, and
2003-2006 tax years pursuant to the direction of the State Board at a hearing held on -
November 5, 2012;" See Supplement, 1. Agenda. See Exhibit 1 - State Board of
Equalization Transcript of Proceedings Public Meeting, Monday, December 3, 2012
(Transcript), p. 5.

The Assessor reported that applying the State Board's directions to value property in

Incline/Crystal Bay as directed at the November meeting would result in reduction in value
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to most parcels (land) and an increase in value to some parcels. See Transcript, p. 6. The
decrease in value was $698,000,000 for tax year 2003-2004; $657,000,000 for tax year
2004-2005; and $564,000,000 for tax year 2005-2006. See Transcript, p. 6.

The State Board Chairman inquired about “the percentage increase . . . during that
period and/or if you had utilized other adjusting technigues in your reappraisal would your
value still have been similar to what You actually had on them in 2003-2004?" The
Assessor responded "yes.” See Transcript, pp. 8, 59.

Another State Board member inquired if the Assessor was using the same methods
that assessors in other counties were using. See Transcript, p. 13. The Assessor deferred
to the Department of Taxation (“Department). See Transcript, p. 13. The Deapartment
replied that “all of the assessors make adjustments to value to reflect the effect of a property
characteristic that has significance in the lacal market. They might not make view [sic)
adjustments or beach adjustments or time adjustments. But they do make adjustments that
are relevant to their market.” See Transcript, pp. 16, 24. See Record, CD 1, Transcripts 11-
05-12, p. 57. _

The Department responded that the results of a performance audit indicated no
exceptions for Washoe County appraisals which means there were no problems found in
Washoe County's procedures for performing appraisals.’ See Transcript, p. 14, Although
the Performance Audit was approved by the Nevada Tax Commission on March 8, 2012, it
is relevant to prior assessment years because the methodologies discussed in the
Performance Audit “are the same types of methodologies that had been used in the prior
years." See Transcript, p. 14.

The Deparntment recommended that if any taxable values that were developed using
the unconstitutional methodologies are revised that a ratio study be performed to ensure the
level of assessment is at the same level as the rest of Washoe County. In other words,
Incline properties will “have the same relationship to taxable value as all other properties in

the county.” See Transcript, p. 24. The Department quoted NAC 361.652: “equalized

*The Department indicated it reviewed sales in Washoe County as far back as 2008,
8
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property valuation means to ensure that the property in this state is assessed uniformly in
accordance with the methods of appraisal and at the level of assessment required by law.”
See Transcript, p. 24-25. Even if a method is struck down by the Supreme Court," those
properties still have to reach the parameters that are outiined in NRS 361.333, which is for
land. . . .The level of assessment has to be between 32 and 36 percent of the taxable value.
And taxable value for land is defined as market value.” See Transcript, p. 25.

NRS 361.025. .For purposes of equalization ‘similarly-situated properties are treated
similarly and they should ali arrive at the statistical level of assessment and an equal
amount.” See Transcript, p. 26. For that feason the Departrhent suggested a saies ratio
study to assure the Incline properties are equalized. See Transcript, p. 27.

Incline responded to the Assessor's testtimony. See Transcript, p. 27. Although
Incline pointed out that the taxable value of land “is based on Ccomparable sales of vacant
land. . . " Incline maintained in a taxable value system like Nevada’s, not based on market
value, "the uniformity of regulations and uniformity of assessors in following those
regulations is the only basis for assuring constitutional vaiuation.” See Transcript, p. 27.
Incline acknowledged the regulations to value land have been extensively developed since
the earlier set of regulations became effective in 2004 and then in 2009.° See Transcript,
p. 30.

It was Incline’s position that fooking at the Department's procedural audit that goes
back as far as to 2006 does not “advance the issue” before the State Board. See
Transcript, p. 30. Incline argued that “for purposes of the board's decision here those
values [tax year 2002] have been deemed to be constitutional by the Supreme Court and as
the basis-—- because they weren't unchallenged and become the basis for resetting the
unconstitutional valuations of 2000 - as determined by the courts of 2003-2004.” See
Transcript, p. 32. Incline stated and the Department agreed there were no equalization
regulations until 2010. See Transcript, pp. 34-35, However, the Department indicated there

was a regulation “in place for what methodologies that the assessors could use.” See

® The additionat land regulations bacama effective June, 17, 2008. See LCB File R166-07.
9
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Exhibit 2 - LCB File No. RO31-03. See Transcript, p. 34. Incline argued. "you can't fix
unconstitutional valuation by ratio studies. You can't fix unconstitutional valuation by
factoring. You can't fix valuation done pursuant to unconstitutional methodologies.” See
Transcript, pp. 36-37, 55. It is the duty and obligation of the State Board to fix the
valuations created pursuant to unconstitutional methodologies by resetting the values at
2002-2003 valuations. See Transcript, pp. 36-37, 55. The Supreme Court does not “allow
a do-over” and has held that equalization should be the State Board’s predominant concern,
Transcript, pp. 39, 43. The remedy is the valuations must go back to 2002. See Transcript,
pp.39L55.

In response to Incline's comments, the State Board Chairman was concerned about
equalization because looking at the actual valuation numbers returned by the Assessor, “it
throws it out of equalization and it's not fair and equitable values for 03-04, . . * See
Transcript, pp. 40, 58.

David Creekman responded on behalf of the Washoe County parties, the Washoe
County Board of County Commissioners and the Washoe County Treasurer (County). See
Transcript, p. 50. County was concemed that there has "been no analysis of valuation
methods used elsewhere within the State of Nevada. See Transcript, p. 50-51. County
agreed with the Department's definition of equalizing properties. In response to a State
Board member’s question, County responded that NAC 361,652 defines “equalized property
values” and that is why the term “valug” does not appear within the definition itself. See
Transcript, p. 51. County argued the statutory duty of the State Board had not been
modified in decades and it provides the meaning to a constitutional guarantee of a unifarm
and equal rate of assessment and taxation. See Transcript, p. 52. County, therefore,
concurred with the Department that the State Board should perform a ratio s.tudy to assure
the valuations comply within the range provided by statute. Transcript, p. 52. County went
on that since the State Board had noticed the hearing pursuant to NAC 361.650 through
NAC 361.667 the State Board must apply the 2010 regulations. Applying such reguiations

the State Board has four alternative options. The State Board may: (1) do nothing; (2) refer

10
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this matter to the Nevada Tax Commission: (3) order a reappraisal; or (4) adjust values up
or down pursuant to a ratio study. See Transcript, p. 53.

Incline opposed County's arguments arguing the “definition of equalization and how
you equalize for purposes of this proceeding is in the Supreme Court decisions.” The level
of assessment in NAC 361.652 is thirty-five percent (35%) and the reference to level of
assessment is not a reference to valuétion. See Transcript, p. 54. incline stated it is not
necessary to look at methods applied throughout the Nevada, but to determine the
grievances presented by Incline. See Transcript, p. 55.

The Department respanded that NAC 361.652 is not isolated from other definitions
and regulations about equalization. Level of assessment is not just a mathematical thing
but the Department looks for “the quality and uniformity of assessment through statistical
analysis.” See Transcript, p. 56. The Department sta_ted if removal of the unconstitutionai
methods resuits in valuations that are too low or too high, than part of the equalization
process is to correct such unjust valuations. See Transcript, p. 57. NAC 361.652.

The Department pointed out that the regulations in LCB File No. RO31-03, adopted
on August 4, 2004, codifies each of the methods that were formerly heid unconstitutional by
the Supreme Court. See Transcript, p. 57; Exhibit — 2.

The Chairman closed the hearing and the State Board discussed the Incline issues
and options. One member stated the right option is to reappraise the properties whose
taxable value was determined by applying one of the methods held to be unconstitutional at
the time. Reappraisal would be fair across the board. See Transcript, pp. 60-64. However,
this is in conflict with Incline’s opinion that reappraisal is not an option pursuant to Supreme
Court decisions and the remedy is to return valuations to the 2002 tax year level. See
Transcript, pp. 60-63, 65. Another member disagreed stating that the values should remain
unchanged because iowering the values is in conflict with the market values of land going
up at that time. See Transcript, pp. 64-65. Equalization of valuation is the issue. See
Transcript, p. 8. Another member stated that the values should not remain the same

because the values were developed applying unconstitutional methods and the Supreme

11
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Court has closed the door to other options. See Transcript, pp. 6?-63.

In response, the member stated the Supreme Court may have stated that reappraisal
is not an option, but we have a Writ that states “to raise, lower or leave unchanged and so
it's your [State Board's] cail.” Just following the Supreme Court cases is not applying the
State Board's discretion to raise, lower or leave unchanged taxable values. See Transcript,
p. 70.

Another member asked legal counsel for the State Board “I've heard Ms. Fulstone's
testimony that's [reappraise} something we can't do because the Supreme Court told us we
can't. What can we or can't we do as a board?” Legal counsel agreed with the member
who referenced the Writ that leaves the State Board's options open to “raise, lower or leave
unchanged the taxable vaiue of any property for the purpose of equalization.” See Writ, p.
1, Transcript, p. 71. Such member struggled with the solution of lowering valuations 1.9
biliion doftars in Washoe County creating a level of assessment that is not in conformance
with the law. NRS 361.333. Reappraisal would get the vaiues right by appiying regulations
that were correct at the time of the tax years at issue. See Transcript, p. 72. The other State
Board members agreed. See Transcript, pp. 73-75.

By motion the State Board voted unanimously to direct the Assessor of Washoe
County to “reappraise all properties for the...03-04, 04-05, and 05-06...in those three tax
years that were unconstitutionally appraised or identified as unconstitutionally appraised
and to determine the new taxab_le value. And in the event that any of those valuations
increase, to assure that we comply with NRS 361.395(2) (sic).” See Transcript, p. 76.
Fu_rther, ‘whatever the results are from the Washoe County assessor's office that Terry
{Department] prepare a sales ratio study on those to determine if they're at the level of
assessment required by law.” NAC 361.652: NRS 361.333. See Transcript, p. 77. The
State Board also unanimousiy passed a motion to give the Assessor twelve (12) months to
complete the reappraisal. See Transcript, pp. 78-79.

Statewide equalization was the final item the State Board considered. See

Supplement, 1. Agenda; Transcript, p. 79. State Board members took no further action

12
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based on the Taxpayers' testimony and evidence that had come before the State Board in
the three equalization hearings on September 18. 2012, November 5, 2012, and December
3,2012. See Transcript, pp. 79-81.

in conclusion, the State Board has complied with this Writ because the State Board
has held public hearings to determine the grievances of property owners. See Writ, p. 1
The State Beard has complied with the Writ because it held the first public hearing on
September 18, 2012, which was “not more than 60 days after the date of the writ's

issuance.” See Writ, p. 2. The State Board has complied with the Writ because it has

reported and made known to this Court how the Writ "has been executed no later than 180
days after the date of its issuance. . ." See Writ, p. 2. See Equalization Order,
AFFIRMATION PURSUANT TO NRS 239B.030
The undersigned hereby affirms that the above-entitled document filed in the above-

entitled matter does not contain the social security number of any person.

Dated: February 11, 2013.

CATHERINE CORTEZ MASTO
Attorney General

By: é@ &%cazz;:dtj
DAWN BUONCRISTIANI

Deputy Attorney General

Nevada State Bar No. 7771

100 N. Carson Street

Carson City, Nevada 89701-4717
{775) 684-1219
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CERTIFICATE OF SERVICE
[ certify that | am an employee of the State of Nevada, Office of the Attorney General,

and that on February (L . 2013, I served the foregoing STATE BOARD'S REPORT ON
EXECUTION OF WRIT OF MANDAMUS by depositing for mailing at Carson City, Nevada,
a true and correct copy thereof in first class mail, postage prepaid, fully addressed as

foilows:

Suellen Fuistone, Esq.

Snell & Wilmer L.L.P,

50 West Liberty Street, Suite 510
Reno, Nevada 89501

David Creekman

Chief Deputy District Attorney

Washoe County District Attorney's Office
Civii Division

Post Office Box 30083

Reno, Nevada 89520

¥

An Err]bloyegf of the Office of the Afforney General
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INDEX OF EXHIBITS TO STATE BOARD'S REPORT
ON EXECUTION OF WRIT OF MANDAMUS

Exhibit No. Description of Exhibit

1

State Board of Equalization Transcript of Proceedings Public Meeting,
Monday, December 3. 2012 (Transcript), p. 5
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MONDAY, DECEMBER 3, 2012, 9:03 A.M.
-~-000~-~

CHAIRMAN WREN: Good morning. This is the time
and place for the State Board of Bqualization. Today is
December 3rd 2012. I am Tony Wren. I'm the Chair. With me
in Carson City this morning is Ben Johnson. Good morning,
Ben. On the telephone is Aileen Martin. Good morning,
Aileen. 1In Las Vegas, we have Dennis Megervy. And some placa
running around down there is Anthony Marmell. Good morning,
Gentlemen. Thank you, Anthony.

MEMBER MESERVY: Good morming.

CHAIRMAN WREN: Good to you have you guys thig
morning. We have a full board so we will conduct business
this morning. Counsel is Dawn Buoncristiani. Good morning,
Dawn. Good to have you. Good morning, Terry. If you could
Please introduce yourself and gtaff pPleasea.

MS. RUBALD: Good morning, Mr. Chair. I'm Tarry
Rubald. I'm chief of the Local Government Services Diviaion.
And with me today is your coordinator, Anita Moore, and her
staff, Janie Ware and Keri Gransbery.

CHAIRMAN WREN: Okay. Thank you very much.
Again, we'll be reporting this. And Christy is typing down
everything we say today, @0 I want to remind everybody that wa
can only speak one at a time. I will try not to interrupt
each other and you not to interrupt us so we can get a good

CAPITOL REPORTERS (775) 882-5322
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record today.

Dawn, if I can have you swear in everybody.

M3. BUONCRISTIANI: Please stand and raise your
right hand if you intend to testify today, please.

(Witnesses were asworn in)

MS. BUONCRISTIANI: Be seated.

CHAIRMAN WREN: Okay. PFirst thing, according to
law, I need to ask if we have any public comments. Would
anybody like to give public comment first thing this morning?
None., Okay. Good.

Terry, do you want to call our agenda?

MS. RUBALD: Certainly, Mr. Chairman. The first
item is under Section C, Sub A -- And before we get to that
actually I wanted te point ocut to you the purpoae of all these
boxes, This iz the complete record as we know it for the
Department of Taxation. There have been requests by
Ms. Fulstone for the record and she asserted that we didn't
provide the record to her. As you can see, these are all the
boxes from the prior years with the case history.
Unfortunately we don't have the resources to reduce them to a
CD for convenience, but we would be happy to work with any
party to provide whatever portion of this record that they
need to see. What is not in this record yet is the Bakst and
Barta case histcries from the attorney general, and I

understand that that cffice is working to provide us that.
CAPITOL REPORTERS (775) 882-5322
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But I think that we need a little more information on the case
number is my understanding.

MS. BUONCRISTIANI: I believe my assistant was
wanting to know exactly which case -- which cases they wanted.
I'm thinking it is probably the two Supreme Court cases, but
wa need confirmation on that.

MS. RUBALD: I will try to cobtain that from the
parties so that we have a complete record for you.

CHAIRMAN WREN: Okay. I'm kind of thinking since
Ben is our newest member maybe we should have him start
reading through it today and then we'll proceed.

MEMBER JOHMSON: I'd love to.

CHAIRMAN WREN: Yeah. That's what I thought. I
think I've read every piece of it six times over the last six
years. Thank you very much, Terry.

MS. RUBALD: 'Okay. So anyway on your agenda,
first up is the report from the Washoe County assassor
regarding the reviged valuations éf properties located in
Incline Village and Crystal Bay for the 2003-4, 2004-5 and
2005-6 tax years pursuant to the direction that this board
gave at your hearing on Novémber 5th 2012.

CHAIRMAN WREN: Okay. Good. Good morning,

Mr. Wilson.

MR, WILSON: Good morning, Mr. Chairman. Josh

Wilson, Washoe County Assessor. Pursuant to your request made

CAPITOL REPORTERS (775) 882-5322
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cn November 5th, I was agked to compile a list of parcels in
the Incline Village and Crystal Bay area which were subject to
one of the four methodologias deemed unconstitutional by the
Nevada Supreme Court. Those lists were provided to the
Department of Taxation as well as a Village League member who
requested them on November 28th. Those lists contained three
separate files: One for the 2003, 2004 fiscal year, one for
the 2004-2005 fiscal year and cne for the 2005-2006 fiscal
year. The lists include the assessor's parcel number, the
current 2003-2004 taxable land value on the roll or applicable
year based on which file you're locking at, a column
representing a land rollback to the 2002-2003 level for the
03-04 list as well as for the 04-05 list. And the 05-06 list
has that rollback land value factored by 1.08, which
reprasents the land factor approved by the Nevada Tax
Commission for that year in area ona.

As you can gsee from the lisgts, the total
reduction in value for the first year equates to 698 million
dollars and some change. For the 04-05 year the differenca is
minus 657 million dollars and some change. And for the 05-06
year, the difference in value equates to roughly 564 million
dollars. That is the total reduction in value.

You will see some of those parcels contained
within each of the lists actually saw their values increased.

While it was a small majority, not all the values were lower
CAPITOL REPORTERS (775) B8B82-5322
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in 2002 and 2003. So I'm not sure how the board would like to
handle those,

And we've also listed on each of the files the
owner that the assessor had of reccrd in each of the
corxesponding years. I don't know if any of these or all the
owners are the current owners or neot. Typigally properties
transferred at the lake, 80 I would asgume that this does not
represent the list of current owners for the associated
parcels on each of the lists.

With that, Mr. Chairman, I would be happy to
answer any questions you might have regarding the liast or
anything else.

CHAIRMAN WREN: It seems -- It looks to me like
doing the math is a pretty big disparity between 2002 -- I'm
sorry. 2,000 -- Yeah, 2002-2003, 2003-2004. If you can,
explain to us the difference between a 1.8 Percent increase
and what your actual market indicators were that you adjusted
up for that year.

MR, WILSON: Well, thas eight bercent land factor
was derived analyzing the non-rollback land values, assessed
land valuea to the land sales that took place within the given
factor year. So what the eight percent factor repregentsg is
the factor required to bring the median land factor ratio to
.3 percent for area one in Washoe County.

CHAIRMAN WREN: Okay. So 2003 -- 2,000 --
CAPITOL REPORTERS (775) 882-5322
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2003-2004 was the reappraisal year?

MR. WILSON: That's correct.

CHAIRMAN WREN: And I normally ask this before
and I'm asking it as an appraimer because it doesn't make
sense to me to roll everything back in 2002 values when we
know that the market was increasing dramatically but not as
dramatically as it did inm '03, '04, '05. The market was
increasing back then.

My concern in just saying these are the right
valuas is it makes more sense to me to ask you, utilizing this
information what would the percentage increase be during that
period and/or if you had utilized other adjusting techniques
in your reappraisal would your value still have been similar
to what you actually had on them in 03-047

MR. WILSON: My answer would be yes. During the
2006-7 hearing before the State Board of Equalization as well
as the 2007-8 hearings before the State Board of Equalization,
which all occurred in 2007 for the most part because of the
pending stay by the Supreme Court, there was a lot of
information in the record which said or articulated what the
factor would have been if we would have applied it to the
rollback number versus the non-rollback number.

And clearly, if you loock at this on a value
bagis, none of the properties at the lake ever were excessive

as measured by the taxable value exceeding their market value.
CAPITOL REPORTERS (775) 882-5322
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There were many ratio studies ran during those years in
question, which clearly demonstrated there was not excessive
valuation. It's the most troubling part of the Bakst decision
that I've had to deal with is the demonstration or perhaps not
the demonstration but the conclusion that there was harm as
heaaured by the traditional measure of a hundred years of case
law Qould have indicated.

The traditional measure of harm when it came to
assessment was whather the taxable value exceeded the markaet
valua and then you could measure.

What the Court concluded in the Bakst decision
was improper application of methodology created excessive
valuation because of the lack of regulation being promulgated
by the Nevada Tax Commisaion.

I understand your quandary, Mr., Chairman. You're
an appraiser. You're loocking at the taxable value, land value
as it relates to the market value. In this particular case
there was never an excessive valuation determined through that
analysis. However, our values were deemed unconstitutional
because the generally accepted appraisal methodologisa that we
utilized were not codified by the Nevada Tax Commissicn.

CHAIRMAN WREN: Okay. And the other thing that I
want to put on the record again is I have a problem with that,
you know, what's codified and what's not codified. You as the

assessor are charged with assessing, appraising the
CAPITOL REPORTERS (775) 882-5322
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properties. Two of the things that were ruled
unconstitutional are time adjustments or marketing adjustments
and/or parasales analysis. Parasales analysis by its
definition is the basis of direct sales and parasales
approach. Parasales analysis you can't appraise without
looking at parasales analysis is the basis. wWould You agree
with that?

MR. WILSON: 1In an appraisal, the sales are the
only answers you have and you need to adjust those'sales to
arrive at the subject's indication of value. And =o yes, the
sales drive everything in an appraisal.

CHAIRMAN WREN: Regardless of what you call it?
In other words, starting with parasales analysig, if you have
twc properties that are identical with the exception of one
item, the typical explanation is a three-bedroom,
two-bathroom, 1200 square foot house. The one next door is
exactly the same house except the one next dgor hag a
fireplace. The one next door sells far $105,000. The one
without a fireplace sells for a hundred thousand dollars. The
parasales analysisz tells you that a fireplace is worth £5,000.
So I'm assuming you and all of the other assessors go to the
market and look at what the property sells for and analyze why
they sell for that price and what the differences are;
correct?

MR. WILSON: That's correctk.
CAPITOL REPORTERS (775) 882-5322
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CHAIRMAN WREN: So regardless of whether you call
it, a time adjustment or a tear down adjustment or whatever
other name you give to it, there is reasons that properties
gell; is that correct?

MR. WILSON: That'sy corract.

CHAIRMAN WREN: And it's your job to make
adjustments for those differences?

MR. WILSON: Yes.

CHAIRMAN WREN: Okay. All right. I'm not going
to ask any other questiona, but I'll open it up to the other
members. Do you want me to start in Vegaa? Dennis.

MEMBER MESERVY: Mr. Chairman, yeah, I gueass my
concern has always been whether that changes the market value
even though they did use certain methodologies that maybe the
Supreme Court didn't approve at the time in the regs, And I
guess my question would be considering what you just asked and
it sounds like is it -- would the market value then be pretty
close to what it would have been originally appraised or not
and what would have been the difference based on that?

CHAIRMAN WREN: Okay.

MEMBER MESERVY: This is for Josh, the assessor
in Washoe County.

MR. WILSON: Yes. Member Maegervy, as I
indicated, the recommended factor to the Nevada Tax Commission

of a percent justifies that the land value was in -- within
CAPITOL REPORTERS (775) 882-5322
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acceptable tolerances pursuant to the range provided for in
statute of .3 to .35 percent. 1In fact, we generally -- When
we were developing land factors for Washoe County, we always
targeted theflowar end of the range at .3 and not the middle
of the range. But I feel it still validates that the
non-rollback land value was within acceptable tolerance and
that land -- that recommended land factor was reviewed by the
Department of Taxation and ultimately approvad by tha Nevada
Tax Commigsion for that fiscal year,

MEMBER MESERVY: I'l]l leave more comments for
later.

MEMBER MARNELL: Good morning, Mr. Chairman. I
don't have any questions at this tima,

CHAIRMAN WREN: Okay. Aileen, are you ocut there?

MEMBER MARTIN: Yes, I'm here.

CHAIRMAN WREN: Do you have any gquesationa?

MEMBER MARTIN: Not yet. Thank you.

CHAIRMAN WREN: Okay. Ben.

MEMBER JOHNSON: Yeah, I do.l My apologies of the
board as I went through thesme. I'm new. Let me know if thesge
are already in the record. I'm curicus of the methodologies
that wera used to deem that conagtitutional. First, if You |
know what were the other assessors in the étate doing to value
properties. I imagine they had to have been using parasales

analyses or similar studies, they had to be taking view in to
CAPITOL REPORTERS (775) 882-5322
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account. I'm curious if you know what the other assessors in
the state were doing and if your office was following similar
practices as them or if you guys were doing something
different.

MR. WILSON: well, ultimately I don't know
exactly what all the other assessors were doing in their
counties. But I would certainly assume that they were
analyzing the comparable sales similarly and were valuing the
attributes of property such as view accordingly.

I don't know if this is fair or not, but perhaps
that question might be better directed at the Department of
Taxation because they do once every three years through the
ratio study do an in-depth analysis of the work practices of
each assessor throughout the state and perhaps they would be
better to anawer that particular question.

MEMBER JOHNSON: Okay. Terxy, is that a fair
question to agk?

M8. RUBALD: It cartainly is. And I'm prepared
to respond. Although it's actually I wanted to address that
as part of my rebuttal in this next section, but I'd be happy
tc answer it for you now.

MEMBER MESERVY: We can't hear anything,

MS. RUBALD: Okay.

MEMBER MESERVY: Now we can.

M8. RUBALD: Basically I wanted to refer You to
CAPITOL REPORTERS (775) 882-5322
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the performance audit in your record. 1It's number 1,001 on
land valuation methodologies used by county assessors. Now,
this audit was approved by the Nevada Tax Commission on March
9th 2012. You might ask how is this relevant to pricr years.
And it's my belief that the methodologies that we talked about
in this performance audit are the same éypes of methodologies
that had been used in the prior years.

And 1 wanted to specifically refer you to the
audit of Washoe County, which is contained in Section 20 of
the report. And that audit was based on interviews of the
assessor and the ataff as well as review of state laws and
regqulations, policies and procedures, significant to land
valuation, documented specific work flows relatad to land
valuation. We discussed the types of properties classified in
each major land use code used in the county. We documented
and assessed the internal controls in the assesggor's office
over land valuation practices and Procedures. We tested
controla designed to capture all the relevant documents to
check input and to contrel access for change to records. We
also traced 59 deeds randomly selected from the Washoe County
recorder's records to a sales database maintained by the
county assessor which stems from July 2006 through June 2009.

And after doing all of that, our findings were
that there were no exceptions. 1It's an audit term, meaning

there were no problems found in the procedures.
CAPITOL REPORTERS (775) 882-5322
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To determine the effectiveness of the agsessor's
office processes for verifying sales data, we calculated the
ratio of the assessed value at the time of sale for the sale
price for each of the 59 deeds raferred to above and we
discussed with-the assessgor the sales with ratios either less
than 20 percent or more than 40 percent with their staff. wWe
also looked up.the notes in Washoe County's computerized
appraisal system documenting verification Processes undertaken
for the 59 deeds. We algo tested the contrels for input in to
the system and controls to accass and to change records.
Again, there were no exceptions.

To evaluate whether the market stratum used by
the assessor's office were appropriated, we obtained maps and
listings of market areas defined by the assesaor's office. We
also interviewed personnel on the use of the defining market
areas. The sales comparison approach was used in each of the
market areas selected. We reviewed the documentation for ten
market areas and the results of the analysis. For example,
baseline value compared to unit value and site adjustments
particular to that particular market.

Cross-referenced to parcel numbers included in
the market areas were available on the maps and listing., We
evaluated whether the gize and types of the defined market
were appropriate. We also reviewed the sales extracted ko

analyze the market area and any further sales verification
CAPITOL REPORTERS (775) 882-5322
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processes undertaken.

Finally, we reviewed adjustments to sales prices

~and market analysis supporting site adjustments. There were

no exceptions.

So I would urge you to consider the entira
performance audit report, not only on Washoe County but for
the rest of the state,

And one of the things that you might observe is
that all of the assessors make adjustments to valus to reflact
the effect of a property characteristic that has significance
in the leocal market. They might not make few adjustments or
beach adjustments or time adjustments. But they do make |
adjustments that are relevant to their market.

And I think I will just leave the rest of my
comments for the rebuttal, But the audit, the performance
audit was probably the most in-depth study we've. aver done for
procedures in assessor's offices.

The ratio studies that we annually do, and it's
also in your record, we alsec looked at work practices during
those yeara. But this -- In this performance audit we had all
cf the typical procedures that you would find in, for
instance, performance audits performed by the Legislative
Council Bureau. So it was very thorough.

MEMBER JOHNSON: Thank you very much for that.

And what years were covered by the performance audit?
CAPITOL REPORTERS (775) 882-5322
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MS. RUBALD: Well, as I stated, it was approved
in 2012 and it was performed over a period from 2010 to 2011
and this, for inastance, in the Washoe County case we looked at
sales back to 200s5.

MEMBER JOHNSON: Question for you, Josh, is have
you -- there's these methodologiea which have been deemed
unconstitutional. I'm curious what's happened subsequently.
You guys are obviously still assessing property at the Laka -
Tahoe basin. You're still trying to take in to account all of
the individual elements of comparisons, difference and
attributes of properties. Have you changed anything in how
you're doing your work at the lake since 02-03 in order to
comply with --

MR. WILSON: Well, an awful lot of work has been
done, not only in our office but through the Department of
Taxation and the Nevada Tax Commission with updating those -
regulations that govern the assesesment of land in Washoe
County.

There was some substantial revisions that took
place over 33 workshops, I believe, and were ultimately
codified in 2004, if I recall correctly. And then thoss
regulations were further ratified and updated in 2007, I
beliave, if I recall correctly, and ultimately approved some
time in 2008 or so.

To answer your question, an assgessor or any
CAPITOL REPORTERS (775) 882-5322
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appraiser's job is to determina those factors that drive value
and ultimately use those in estimating a land value. So do we
8till consider the view of Laka Tahoe in our asgessment of
Incline Village and Crystal Bay? Absolutely. View increases
the land value at the lake. Are we 8till doing parasales
analysis? Yes. By law we have to have verifiable market
evidence pursuant to the newly adopted regulations before we
can make any sort of adjustment. And the regulation provides
for parasales analysis baing one of those techniques we can
utilize to estimate the difference that a certain attribute

may either increase the value or perhaps decrease the value if

it's a negative attribute. Are we still looking at tear downs

as an indication of land value? Yes. The regulations
authorize it. We have to follow those methods. The
regulations refer to .those as complete obsolescence of an
improvement.

But when an approved property reaches the end of
its economic life and it is more profitable for the investor
to tear down the improveﬁent and rebuild it to the property's
highest and best use, tear downs will occur., TIt'g happening
significantly in the downtown area. Again, it's economics.
It may happen in not so old of a neighborhood if it makes
sensge from a highest and best uge standpoint.

S0 yes, those sales that are torn down and we

acknowledge the contributory value of the improvement when we
CAPITOL REPORTERS (775) 882-5322
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analyze the sale, yes, we are still looking at tear downs.

}nd the type of lake frontage does affect the
land value based on our analysis of comparable sales. So ves,
the generally accepted appraisal practiceas, techniques that
wara utilized at the 2003 reappraisal are currently still
being utilized. Are they utilized exactly in the same manner?
No. Why? Because we've had further clarification from the
Nevada Tax Commission as to utilize those techniques.

But if those attributes affect value, it is our
Job to account for them pursuant to 361.228, which clearly
says in the case of view that it's not an intangible and must
be considered in the value of the land if appropriatae,

CHAIRMAN WRﬁN: In your 2002-2003 analysia and
prior -- I understand that you weren't the assessor then but
if you can answer this, Please do -- you still had to analyzae
values in Washoe County and make adjustments for differences
between them; is that correct?

MR, WILSON: Yes.

CHAIRMAN WREN: So regardless of what they were
called, you still had to analyze the market and if you will
make adjustments for what were considered relevant and
characteristica between properties?

MR, WILSON: Yeas.

CHAIRMAN WREN: And that'g exactly the same thing

you did in 2003-2004, you just gave them names that deem it
CAPITOL REPORTERS (775) 882-5322
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unconstitutional?

MR. WILSON: I guess that's a way of putting it,
Yes.

CHAIRMAN WREN: I think it's very important.
Because you weren't doing anything different. Everybody keeps
going back to 2002-2003 saying this is the constitutional way
of doing it. Were you doing it any different then?

MR. WILSON: No. 2002 values I utilized viaw
classification systems and other analysis of land sales. The
difference with '02 is it was a lower value. Those practices

were acknowledged by the Department of Taxation in our, again,

"1f I recall correctly, 193 ratio'study cf Washoe County. The

view classification system was noted. 1In fact not applaudgd
but they said it wasg a good way to try to consistently analyze
the view influence of Lake Tahoe. I'm paraphrasing it, of
course, but that's what i‘recall reading_from that study,
which again was conducted before I wag aven in the office.

But I did review it back when all of this was very -- being
reviewed by this board in '06 and 107,

CHAIRMAN WREN: And then my last gquestion is did
differential in values betwsen 2002-2003 and 2003-2004 were
those value differences due to market changes or the way the
assegsors appraised the properties?

MR. WILSON: It was probably a combination of

both, Certainly you have the dot com boom which really
CAPITOL REPORTERS (775) 882-5322

20

APXNNAA7



5|

7

o

10
11!
12
13
14
15
16
17|
18
19

205
21
22
23
24
25

influenced the Lake Tahoa valuation in tha early 20008, Prior
to 2003, our land values were determined through a factor
analysis and so the last reappraisal we had conducted at Lake
Tahoe was for the 98-99 fiscal year. And then there were
factors approved in the intermittent years until we did the
full reappraisal for the 03-04 fiscal year.

CHAIRMAN WREN: Okay.

MR. WILSON: So I think the properties were
locked at more closely during a reappraisal Year and that
might lead to the -- my response that the methodologies were
different. 03-04 was a reappraisal. Prior to that, every
year leading back to 98-99 was a factor year.

CHAIRMAN WREN: Okay. And I gquesa -- Lat me just
clarify my question. I think it's important to put on the
record that there was a dramatic change in the economy in
values, an increase in values in éll of Nevada and all of
Washoe County between those years.

MR. WILSON: Yes, that would be correct.

CHAIRMAN WREN: All right. Any other questions?
Ben,

MEMBER JOHNSON: I just wanted to understand the
factor of 1.08. And I'll start with what is area one, what
geographic area doea that includa?

MR. WIL3ON: Basically that was our reappraisal

area, which was the entire --
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CHAIRMAN WREN: And in case we didn't tell you,
the audienca, that they have a new phone system here go avery
15 minutes that's going to bappen. So we're just going to cut
it off and let them fix it.

MR. WILSON: Yeah. We're all going through phonse
changes. Hopefully thig isn't voip because I'm scared of voip
in my office.

' Where was I in what was I saying?

MEMBER JOHNSON: You were on area one.

MR. WILSON: Okay. Area one repragents ocur
traditional reappraisal areas whereby which we cut the county
in to fifths. So area one is the southern most portion of tha
county, which includes Incline Village and Crystal Bay and
goes up to probably very roughly Foothill Road kind of, for
lack of a ~- I mean the line isgn‘¢t just a straight line. Area
two starts right around there somewhere.

MEMBER JOHNSON: So it includes areas outside of
the Lake Tahoe basin?

MR. WILSON: Yes, that's correct.

CHAIRMAN WREN: Okay. Anything else? Okay.
Seeing none, Josh, I'm going to ask to you stick arocund. We
might recall you.

MR. WILSON: Thank you, Mr. Chairman.

CHAIRMAN WREN: Okay. Terry.

MS. RUBALD: Mr. Chairman, the next item is under
CAPITOL REPORTERS (775) 882-5322
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Section C Sub B, rebuttal of any affected party to the report
of the Washoe County assessor and to any proposed equalization
action. And I guess before anybody steps up I'11 make my
remarks if I may.

CHAIRMAN WREN: You may.

MS. RUBALD: I just wanted -- And I've really
given you the bulk of my remarks, but I wanted you to know
that as chief of the Local Government Services Divigion I
serve not only as your staff but I'm responsible for a number
of programs administered by the divigion. For example, the
locally assessed gection of the division is a group of
appraisers which perform appraisals on a samplae of properties
throughout the state on a county rotational basis for tha
purpose of preparing what is known as the ratio_study.

And we have a newly created audit section which
now does performance audits as well ag the practices of county
assesgors.

So the ratio study is performed according to NRS
361.333 and the purpose is to assist the Tax Commission in
determining whether the Droperty has bean assessed equitably.
The ratio study, as you know, iz a statistical anal?sis
designed to study and perform the aggesgmant,

And 80 I would like to note for your record that
the record does contain the ratio studies for each year

between 2001-2 and 2010-11 and that's on the third disk of the
CAPITOL REPORTERS {(775) 882-5322

23

APYXNNARN



1

17
18
19
20
21
22j
23
24
25

three disks labeled one, two and three.

And in the 2002-2003 ratio study, the sample of
properties for Washoe County indicated an overall median
assessment level of 34.5, which is slightly below the level of
aggaessment of 35 percent,.

It would be my recommendation that if you intend
to revise any valuations that were derived using
unconstitutional methodologies that You also ensure that the
level of agssessment for the area be measured through an
additional ratio study so that these properties ara at the
same level of assessment as the rest of the county. Thias will
ensure that the Incline Village properties have the mame
relationship to taxable vﬁlua as all other properties in the
county.

 I've already mentioned to you about the
performance audit that we've conducted and the methodologies
that the assessor now uses and how there were no exceptions of
particular note in how théy performed the sales ratio or how
thay performed the approach to value.

And just to reiterate, the other assessgsors do use
market adjustments., They might not be the same variety.

And finally, I just wanted to reiterate the
importance of NAC 361.652, which is your regulation that
defined equalization. It says that equalized proparty

valuation means to ensure that the property in this state ig
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assessed uniformly in accordance with the methods of appraisal
and at the level of assessment required by law. It's a
two-part requirement. I know you've heard me say this before.
But the methodology and the relationship to taxable value
which in itself consists of fair market value for land and
replacement costing statutory depreciation from improvements
must be uniform among similarly-situated properties. If a
methed is not uniform and is struck down, as has happened, tha
property still has to reach the parameters outlined in NRS
361.333 to meet the statutory level of assessment.

MEMBER JOHNSON: Could you say that one more
time?

MS. RUBALD: 1If a methoed is not uniform and is
gtruck down as the Supreme Court struck down methodelogies,
those propérties still have to reach the parameters that are
outlined in NRS 361.333, which is for land, for instancé, has
to be within 32 to 36 percent. The level of assessment has to
be between 32 and 36 percent of the taxable value. And
taxable value for land is defined as fair market value.

CHATIRMAN WREN: Questions?

MEMBER JOHNSON: I want to explore just a little
bit more if a methed is struck down what stands afterwards and
is it where a reappraisal is required because you're uging the
methed that's been struck down or if in the end tha value

8till falls within that range the level of assessment required
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1| it can stay in bacause it meets that second test.

2] MS. RUBALD: Yes, I would agree with that. If a
3 methodlis struck down but it’s still reaching the proper level
4! of assessment, you don't need to do anything else. But if

5! it's not within that lavel of assessment, then you're going to

6! have to -- That's why I was talking about what did the 2003-4

7. ratios say for all of Washoe County. The level assepsment for
8| the sample, the median level was 34.5. So should any

3! subsection of Washoe County be any less or any more than that?

10, If they are to a significant astatistical degree, then I think

11| that you would have to correct that.

12 CHAIRMAN WREN: Yes, Dawn.

13 MS. BUONCRISTIANI: Terry, just to ¢larify the
14| record, you're saying it would need to be corrected., Is that

15/ for purposes of equalization?

15 MS. RUBALD: Yesa. That'as because your regulation
17! and I think the effects of NRS 361.333 indicate equalization
18| of a similarly-situated properties are treated similarly and

13| they should all arrive at the statistical level of assessment

20| and an equal amount.
21 MEMBER JOHNSON: I've got a question there. My
221 understanding is we're raferring to a 2005 ratio study that

23, found a ratio of 34.4 percent for all of Washoe County. And I

8]
[~

V]
n

want to understand if it was all of Washoe County, numbar two,

if any ratio studies were dona specifically for Incline
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Village/Crystal Bay area.

MS. RUBALD: The sample that was taken for that
Year was a randomly-selected sample. And it may or may not
have included properties from Incline Village because we try
to -- when we take a random selection of properties, that
means that our staff goea out and performs an appraisal and
compares their appraisal analysis to the assessors to come up
with a ratio. In a sales ratio, I would compare the
asgessor's work to the sales of properties in the area,
That's the difference between the department's ratio study and
sales ratio. And that's what I'm recommending at this point.

The problem is with land and since land can ba --
mugt be valued at fair market value, it seems to me that a
sales ratic study would be an appropriate method at this peint
to ensure equalization.

MEMBER JOHNSON: Thank you.

MS. RUBALD: And as for a specific analysis, we
did do a specific analysis in 2005. It wag a fairly big study
just on Incline Village and the results of that study are also
in your record.

CHATIRMAN WREN: Okay. Any other questions for
Terry? Okay. Who wanta to go next?

MS. FULSTONE: Suellen Fulstone on behalf of
Village League and the residential DProperty taxpayers of

Incline Village and Crystal Bay.
CAPITOL REPORTERS (775) B882-5322
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I would like to reserve some right to perhaps
rebut what Mr. Creekman may be presenting after he presents
it. He did ask that I go first and I'm happy to accommodate
him,

CHAIRMAN WREN: I'll make sure you get that time
if you need it.

MS. FULSTONE: -Thank you. I want to thank, first
of all, Ms. Rubald for providing the additional materials that
we had indicated in our grievance should be a part of this
record,

And then I want to address some of the statements
by Mr. Wilson and some of the -- in his statement as well as
in his response to questions from the board.

It's -- What we seem to be doing here is not
aqualizing but looking at reassessing Incline Village and
Crystal Bay residential property for tha 2002 year.

The Supreme Court in its Bakst and Barta
decisions rejaected the assessor's at that time request for the
ability to reassess. It determined that the methods used were
unconstitutional. It really is not within this board's
purview to decide now that those methods were constitutional.
The Supreme Court also said that the methods used at Incline
Village and Crysatal Bay were uncongtitutional in part because
they were not used elsewhere in Washoe County and not used, at

least the record did not indicate any use elsewhere in the
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state.

Appraisal for purposes of property tax assessmeant
is not exactly like appraising for purposes of borrowing money
or selling your house or a house by house appraisal. It is a
mass appraisal. The land portion is based on comparable sales
of vacant land.

At Incline Village and Crystal Bay in 2002 for
the 2003-4 tax year, the assessor determined that there ware
inadequate sales of -- inadequate comparable sales of vacant
land. What he did in developing his methodologies was not to
look at factors and adjust them but to essentially creatae
comparable sales through the process of time adjustment, tear
downs, views and so on. And then use those created comparable
sales as the basis for the valuation of property.

The Supreme Court found this unconstitutional
because it -- because none of that methodology or those
methodologies had been approved by the Tax Commission.

In a uniformed system, particularly in a system
that is not based on market value, which is Nevada -- As I was
gaying, in a taxable wvalue gystem, the uniformity of
regulations and uniformity of assessors in following those
regulations is the only basis for assuring congtitutional

valuation.

And that's, you know, the Supreme Court realized

that and invalidated, determined in its language that
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asdessments based on those unconstitutional validations are
unconstitutional methodologies were null and void.

"It deean't make logical sense to try to compare
what happened in an audit 2012 going back to 2006 in part
apparently or the methods used by the Washoe County assessgors
or other assesaors in tha couﬁty to value the land portion of
residential property in the current year because the
regulations have extenaively developed as they becane
effective I think in 2009. An earlier set of revised
requlations became effective in 2004. But at that time the
Washoe County assessor did not go back and revalue Incline
Village/Crystal Bay in light of those updated regulations.

As Mr. Wilson himgself acknowledged, under the
current regulations, there i1s a process for using tear downs
as comparable sales. I won't go in to it in detail. Many of
You are familiar with it. It is a long, drawn-out process of
findings that have to be made before tear downs can be used,
That was not the case in 2003. It wag certainly not the way
it was used in 2003. The same thing is true for time
adjustments, to the extent they can be used at all,

So really, it doesn't advance the igssue before
the board to look at what happens with assessors around the
State of Nevada in 2012. If nothing elsae, the Supreme Court
and its Bakat and Barta decisions put assessors in the Tax

Commisgion on notice that thera needed to be regulations to
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cover thege circumstances of a lack of comparable sales and to
asgure uniformity.

If you look at the audits that were done in the
time frame that we're dealing with hare, 2003 to 2006 --
2005-6, they didn't even ask the question about methodologies.
There wasn't did you use tear downs, are You using time
adjustments. So what assessors were using around the state,
there's only the record beforae the Supreme Court which
astablished for purposes of our work here that the mathods,
the unconstitutional methods used by Washoe County agsessor
were not used elsewhere in the stata.

In looking at the factor -- and as the board
knows, we have gsettled, we being the Incline Village taxpayer,
residential real property taxpayers, have settled individual
cases for 05-06, 06-07, 07-08 on the basis of resetting thé
values at 2002 and applying the factor approved by the
commisaion.

But the factor approved by the commission was
developed by the Waszhoe County assessor, in the same manner
used the same unconstitutional methodology. So in the context
of those lawsuits, we have certainly challenged the factor.
And, you know, not challenging the factor is only for purposes
of resolving cases.

Mr. Wilson did acknowledge that in fact these

unconstitutional methods were used to develop factor for
CAPITOL REPORTERS (775) 882-5322
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Incline Village/Crystal Bay for the 2002-2003 tax year. That
was the factor year. 1In some places at Incline the factor was
50 percent. In other areas 35 percent. That factor -- That
doesn't validate the use of those methodologies in 2003-4.

As I think it's pointed out in the Bakat
decision, taxpayers were not aware of what the aggaessor was
doing in the 2002 year when he established the factor, The
factor is not something that is publically noticed within the
contested hearing that taxpayers would come in to challenge.

In any event, the fact that, you know, the 2002
values may also have been unconstitutional just haven't been
determined to be so doesn't change the reality that for
purposes of the board's decision here those values have been
deemed to be constitutional by the Supreme Court and as the-
basis -- because they weren't unchallenged and become the
basis for resetting the unconstitutional valuations of
2,000 -- as determined by the courts of 2003-4,

Mr. Wilson did point out that there ave cartain
properties that were actually decreased in land value by the
2003-4 appraisal. 1It's a little misleading, because as
presented on his chafts, those 2003-4 values are to some
extent wheré they are decreased are values eatablished by the
county board, the County Board of Equalization in the 2003-4
year when there were challenges, certain challenges were

abolished, accepted and properties reduced.
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So there are, you know, by my count, and it could
be off by one or two, there are about 145 properties on the
2003-4 as provided by the Washoa County assessor where values
go down between 2002-3 and 2003-4 where those are not
decreased by reason of county board decisions. They are --
They're decreased by reason of the fact that the 50 percent
factor applied in 2002 was too large, possibly because the
uncongtitutional methods used.

Our proposél would be that the board exclude from
any resetting of values to 02-03 any of the values that by
reason of county board decision or otherwise are actually
lower in 2003-4. This is what was done, I believe, for the
2006-7 equalization cases. I think it's fair to the
taxpayers. There's no constitutional harm when taxpayers are
not assessed in excess of the constitutional asgsegssment. When
those values go down rather than up, there's nco excesgs
asgessment.

Is there a pitcher of water here or Something?

MS. MOORE: I can get you some.

CHAIRMAN WREN: Let's take a short break beacause
I'd like gome water too. 8o let's take about five minutes. )

(Recess was taken)

CHAIRMAN WREN; Okay. @Giving everybody a chance

to get back to their seats and then we will proceed. Okay.

Whenever you're ready.
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M8. FULSTONE: Thank you. Ms. Rubald quoted the
definition of equalization as included in tha regulations
adopted by this beoard I believe in 2010. First of all, those
regulations are not being applied in this proceeding. We're
not following those regulations because they were adopted in
2010. They do not reply retroactively to the 2003 to 2006 tax
years that are addressed hera.

CHAIRMAN WREN: Can I stop you right there? Do
we have the actual 2002-2003 regs that were in affect for when
we're talking about?

| MS. RUBALD: For the equalization Procesg?

CHAIRMAN WREN: Yeah,

MS. RUBALD: The regulation that Ms. Fulstone
refera to as she says was adopted 2010. So for equalization
process there was not a regulation in place.

CHAIRMAN WREN: So we had no regulation for the
appraisers at all?

MS. RUBALD: For equalization. But there was
certainly a regulation in place for what methodologies that
the apsessors could usa.

CHAIRMAN WREN: Yeah., Can T get that?

Md. RUBALD: Yeah. The principal one that I want
to bring to your attention is for R031-03.

CHAIRMAN WREN: Hold on. What disk is that on?

MS. RUBALD: It's not in your'record. but you can
CAPITOL REPORTERS (775) 882-5322
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call it up on the legislative websita at www. lag.statenv.us
and look in the register. They have the statutes and then
they have the regulations and then they have the browser for
the regulation as it was adopted at the tima.

CHAIRMAN WREN: Okay. That’s fine. I'll have
Dawn, if you'll look that up for.ma 80 I don't have to
interrupt you. I'm sorry. Go ahead.

MS. FULSTONE: Just te clarify, there were no
equalization regulations until 2010 for the process of
equalization conducted by this board. The only reference to
equalization in the regulations at all had to do with
authorizing the county board to equalize or directing tha
county board to equalize on the bagis of geographic area.

With respect to valuation regulations, tha
regulation as existed in 2002-3 is in the record. I can't
point exactly where it is. But it waa the regulation that was
considered in the Bakat and Barta cases. It esgentially
provided for the valuation of properties primarily by
comparable sales or in the absence of sufficient comparable
sales by processes of allocation, extraction, I think one -- I
think allocation extraction was onae category and there was a
third category for cost. But I'm sure Dawn will find it for
you.

Whatever the definition of equalization, and

there was none in 2002-3. The Supreme Court in its Barta
CAPITOL REPORTERS (775) 882-5122

35

APX004672



10
11
12
13
14

15;
16|
17
is
19
20
21
22

23

25

daecision said, and I'm quoting now, the Barta decision is also
in your record, but it talks specifically about the duties and
obligations of the State Board of Equalization. “Nevada's
constitution guarantees," and I quote, "a uniform and equal
rate of aggessmant and taxation.®

"That guarantee of equality should ba the board
of equalization predominant concern and that concern is not
satisfied by merely ensuring that a property's taxable value
does not exceed its full cash valuae.

Under Bakst, a valuation developed in violatien
of a taxpayer's constitutional right to a uniform and equal
rate of assessment and taxation is an unjust valuation. And
upholding an assessor's unconstitutional mathodologies the
state board applies a fundamentally wrong principle.% And
that's the end of the gquote from the Barta cage.

But what the Supreme Court has diractly told this
board and taxpayers is that you can't fix unconstitutional
valuation by ratio studies. You can't fix unconatitutional
valuation by factoring. You can't fix valuation done pursuant
to unconstitutional methodologies.

The assessor has provided this board with a list
for each year in question, three-four, four-five, five-sgix, of
properties that the assessor himself has identified ag
properties that were valued using the mathodologies determined

to be unconstitutional by the Supreme Court. Those valuations
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are unjust by the language of the Supreme Court,. Those
valuations are what this board decided in November, in its
November 5th hearing, that it would reset to thair 2002-2003
values and apply the definition of approved factors.

Looking at the properties that are
self-identified by the assessor as having valuations for thoge
three years that are in the language of the Supreme Court null
and void because they are unjust, they are not uniform, they
were created pursuant to unconstitutional methodologies and
fixing thome is the proper duty and obligation of this board.

As I said at the outset, I do think that it ig
appropriate to reset values as pPreviously done by excluding
any values that went down by virtue of county board decision
or otherwise between 2002 and 2003.

The harm that is caused by unconstitutional
methodologies and resulting in unconstitutional valuations ia
and cannot -- is not and cannot be remedied by this board
taking the speculations from Mr. Wilson or Ms. Rubald as to
what market value would have been or might have been in 2003-4
or going back and doing ratic studies for that period of tima,
Nothing takes away from the fact that the agsessor usged
uncongtitutional methodologies ta reach these values and that
as a consequence the values are null, void and unjust and
inequitabla.

Are there any questions?
CAPITOL REPORTERS (775) 882-5322
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CHAIRMAN WREN: Quite a few actually. I've
always agreed with you that if something -- if it needs to be
fixed, it needs to be fixed. But would you agree that it
needs to be fixed to values that are germana or valuesa of
2003-20047

MS. FULSTONE: I think -- I think the -- in
keeping with what the Supreme Court has done and what the
other courts have done, the uncomstitutiocnal valuations need
to be reset to their 2002-3 values, that that's the fix.
That's the remedy for the wrong committed by the assesgsor.

CHAIRMAN WREN: Okay. So you don't think that
those individuals in Washoe County should have an increase in
value because of the terminology that the assasaor used even
though he used market information because it was a reappraisal
year?

MS. FULSTONE: I'm sorry. You'll have to ask me
that again. I don't think what?

CHAIRMAN WREN: Okay. The value should increase
in '03 and '04 even though that was a reappraisal year and
there is ample market avidence that values had increasad
significantly during that period of time?

MS. FULSTONE: No, I don't. And partly that's a
matter of policy and partly that's just a matter of
equalization to what this Supreme Court has decided. The

Supreme Court could have said Washoe County, go back and do
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these following the regulations. They didn't.

When the assessor uses unconatitutional,
unauthorized methodologies to value property, a do-over by the
agsesgor is not, from a policy standpoint, an appropriate
remedy. What the Supreme Court gaid is wa're not going to
allow a do-over. Wa're going to take these back to 2002, the
last year that was not challenged by the taxpayers.

And that I think in fairness and as a matter of
policy is where all of these values -- Again, as a matter of
fairness and policy that's where all of these values that the
assessor has himself identified as being developed using
unconsgtitutional methodologies should be reset with the
excaption obviously of the ones that go down.

CHAIRMAN WREN: So what do you think -- What is
your opinion? If this goes back te 2002-2003 using 1.8
factor, they're going to be excessively below full cash value.
We'll be at the aqualization if we do that.

MS. FULSTONE: You -- I don't know about you.
The properties at Incline Village will not be cut of
equalization if they are returned or reset at 2002-3 values.
They will be an equalization with the properties that have
already been reset to those values by the courts. And that's
the grievance that's bafore the board and that's the decisgion
for the beard to make.

CHAIRMAN WREN: Okay. Other questions? Aileen,
CAPITOL REPORTERS (775) 882-5322
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are you out there? Any questions?

MEMBER MARTIN: Not yet. Thank you.

CHAIRMAN WREN: Okay. Anthony.

MEMBER MARNELL: Mr. Chairman, I apologiza. I'm’
a little confused. I thought we already made this motion and
we're here today to decide -- to look at what Mr. Wilson has
presented. I believe my motion was to roll back to 02-03 with
a 1.08 factor and for Mr. Wilson to go run the list 80 we
could confirm the numbers. Are we rehearing this again or are
we -- Correct me where I'm wrong.

CHAIRMAN WREN: No. I think that you are
correct., But I'm taking as much testimony as possible becausa
I'm concerned that the numbers -- what we wanted to do when we
saw what we wanted with your motion was to have the asgessor
bring it back to us so we can sea exactly what the effect is.
And my concern at this point locking at the numbers is that
with the numbers that he's presented it throws it out of
equalization and it's not fair and equitable values for 03-04,
in my opinion.

MEMBER MARNELL: Okay. I don't have any
questiona. Thank you.

MEMBER MESERVY: Mr, Chairman, I have gome
questiona if that's okay.

CHAIRMAN WREN: Yeas.

MEMBER MESERVY: One is, you know, Ms. Fulstone
CAPITOL REPORTERS (775) 882-5322
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is challenging the factoring and it seems like aren't we doing
something with factoring instead of the decision? I'm a‘
little confused on that. And maybe she can explain why this
is a form of factoring in.

MS. FULSTONE: What I have said is that in the
lawsuits we have challenged the -- Incline Village/Crystal Bay
taxpayers have challenged the development and application of
the factor. What I've also said is that in terms of the
settlements that we have reached we have accepted the factor.
And in the discussion we had in November, I believe I
indicated that the acceptance of the factor approved by tha
commission was an accommodation we could make.

MEMBER MESERVY: Okay. Another one is how do you
know that by using or not using these methodologies will
change or not change the total market value of the propertias
in Incline Village or elsewhere in Washoe County or elsewhere
throughout Nevada?

MS. FULSTONE: I think the valuation, the
ultimate valuation is a function of the methodologies used,
But more importantly, I think what the Supreme Court has said
and said more than once is that it's the use of the
methodologies that's the issue. It's not the valuation. They
have deemed the use of unconstitutional values to result in an

unjust valuation. They have not said okay, we can -- we'll do

25% a ratio study and see what these valuations lock like in
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compared to other valuations. They have said when the
aggessor uses unconstitutional methodologies, the rasulting
valuations are, you khow, without any further study or inquiry
unjust, null and void.

MEMBER MESERVY: So I guess you're saying they're
unjust, but if the valuation should be similar with or without
them, I mean, I think that‘s the question we'‘re asking you is

CHAIRMAN WREN: Dennis, the court reporter can't
hear you or understand you, so start over,

MEMBER MESERVY: You know, if the -- if this
requires that we raise, lower or leave unchanged the taxable
value of the property, I think ig what I've been told is part
of what we're trying to resoclve and if we're thinking that the
methodologies may or may not change that even though they‘'re
wrong, that to me is a big question I need to undergtand.
Because I thought total value was pretty important in this
question,

I guess I need scme more clarification in your
understanding why we need to consider that fully thera.

MS. FULSTONE: Let me try to address that. A
valuation reached with usse of constitutional methodelogies is
not just unjust but it is null and void based on the decision
of the Supreme Court. What we ara locking at here and what

was the focus of the decision at the November hearing was
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identifying all of those valuations at Incline Village and
Crystal Bay that were developed for the years 03-04, 04-05,
and 05-06 using the unconstitutional methodologies. Because
all of those valuations are not juat unjust but they're
inequitable, they're cut of equalization, they're null,
they're void.

Again, in Bakst what the Court said was it's the
guarantee of equality that should be the Board of
Equalization's predominant concern. And that concern is not
satisfied just by looking at value but also by looking at the
taxpayer -- the methodoclogies. The taxpayer has a
constitutional right to a uniform and equal rate of
assessment, which by virtue of -- which according to the court
means the taxpayer has a right to a valuation determined uging
conatitutional methodologies. And having failed that for the
propafties that tha assessor has identified, those values all
should be reset to 2002-3 in keeping with the Supreme Court
decigion, which is the law.

MEMBER MESERVY: I have a concern there and 1
guess I need to ask legal counsel or our chairman, somebody to
tell me as this board I thought our jurigdiction was on valua.
And if we're not worried about value here, what are we
supposed to be ﬁorrying about? I'm a little concerned. TI'm
not understanding where we have any jurisdiction if it:s

anything but value. First, we know it's unconstitutional
CAPITOL REPORTERS (775) 882-5122
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methodologies and when it comes right down to it aren't we
supposed to be coming up with whather this is equalized or not
equalized under valuation issues? When we ignore value, I'm
getting concerned hera.

CHAIRMAN WREN: Dawn.

MS. BUONCRISTIANI: I think you might have to
listen to the arguments of both parties. What your regulation
says is equalization as to methods and to values. And I can
get that out and read it for you again. The board at this
point in time hasn't determined whether they're going to
follow that as a guideline because it wasn't in effect during
the tax years at issue. 2and so would you like me to read that
regulation again?

MEMBER MESERVY: Absolutely, Absolutely.

MS. BUONCRISTIANI: It is found at NAC 36l1.652,
aqualized property valuationsa. This i§ the definition.
Equalized property valuations means to ensure that the
property in this atate is assesgsed uniformlylin accordance
with the methods of appraisal and at the level of asgessment
required by law.

MEMBER MESERVY: You read it so quick. Did we
use the word "value" in there?

MS. BUONCRISTIANI: It says means to ensure that
property in this state is assessed uniformly in accordance

with the methods of appraisal and at the level of asgsesgment
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required by law.
MEMBER MESERVY: Because I didn't hear the word
*values, " but I guess --

MS. BUONCRISTIANI: The level of assessment would

result in value. And Ms. Rubald can explain, poasibly explain

that to you.

MEMBER MESERVY: That might be helpful.

MS. RUBALD: Mr. Chairman, Mr. Meservy, Terry
Rubald for the record. Thae level of assessment required by
statute is 35 percent of taxable value. And then we have to
refer to NRS 361.227 to find out what taxable value means.
And for land, taxable value means fair market value. With the
exception of higheat and best use, we have to look at actual
uge rather than highest and besgt use. And for the
improvements, wa have to look to replacement costs less -
depreciation.

MEMBER MESERVY: Thank you very much.

CHAIRMAN WREN: Ckay. Ben.

MEMBER JOHNSON: Firsgt question, Dawn, is NAC
361.652, it's my understanding was adopted subsequent to the
tax years at stake here. I'm curious what governs our
decision making here. Is it tha regulation just quoted or is
there something that we should be considering?

MS. BUONCRISTIANI: 1In terms of -- You have it

correct. 1In terms of -- This regulation was adopted
CAPITOL REPORTERS (775) 882-5322
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subsequent to these cases. And so your -- the writ says that

you must equalize. And perhaps if I reread that it would help

You as to give you some direction as to whare you are right

now. The board is going to -- it's going to be up to the
board to interpret what that means. Because there was no
regulation at the time.

MEMBER JOHNSON: Okay. How i8 -- So --

MS. BUONCRISTIANI: 1I'll pull the writ up.

MEMBER JOHNSON: Okay. I'm just curious if
equalization was just undefined at that point,

MS. BUONCRISTIANI: Equalization in terms -- at
that particular point in time what the board did, this won't
come any closer, I'm wondering -- At that particular time way
back in 2003 what the state board -- the defined use or the
defined actions and the valuing respongibilities and authority
egtablished in the regulations and in the statutes dealt with
contested cases. So the state board heard contested cases and
made decisions as to value. And when a Property was -- other
properties were similarly situated, for example, the one I
think of most routinely is one where thare was traffic
impacting one property and the taxpayer came before the state
board. The state board assessed that ﬁroperty and said but
look at all of these other houses right down next to it to be
in either direction. They are impacted by the same, the same

settlement. And so they would equalize all of those
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properéies and treat them all the same and reduce them because
of that same negative influence.

And that was the extent of how the state board
equalized until the Bakst and Barta casasg when they were
directed to aqualize in othar ways and that they had to look
at the methods that were used.

And then the department developed regulations at
the direction of the atate board and the state board adopted
these regulations just a couple of years ago in regard to
equalization. And that's when yYou -- this equalization
definition was adopted.

MS. RUBALD: Mr. Chairman, may I supplement that?

CHAIRMAN WREN: Yes.

MS. RUBALD: I think it's important to note that
NRS 361.333, which is styled, I believe, as equalization among
jurisdictions, has been in existence for -- as it's styled
equalization amsessment among the several counties. That
statute has been in existence faor quite a long time, since at
least 1967. And that did provide a process for aequalization
as I described whereby the.tax commission had tha authority to
either request reappraisal or to apply factor to ensure that
the level of asgessment was at an equal rate,

Mr. Mesearvy.

MEMBER MESERVY: Has this board always been

called the Board of Equalization, State Board of Equalization?
CAPITOL REPORTERS (775) 882-5322
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MS. BUONCRISTIANI: I can answer that. This
board has been called the Board of Equalization. Howavar,
this board has not always been an independent board. Aand
in -- if you want the exact date I can loock it --

MEMBER MESERVY: I mean, was it prior to this
period in question that it became independent?

MS. BUONCRISTIANI: I'm not sure I understand

that second question.

MEMBER MESERVY: You said it hasn't always been
an independent board and you --

MS5. BUONCRISTIANI: The Tax Commission was also
the Board of Equalization from the early years on. And then
some time during the 20th century the state board becama
independent of the Tax Commission. I had my --

MEMBER MESERVY: So it's been well before 20027

MS. BUONCRISTIANI: That the Tax Commission and
the state board became separate bodies, yes.

MEMBER MESERVY: Okay. Thank you.

MEMBER JOHNSON: I have a gquestion for you,

Ms. Fulstona. And that is any part of what you're alleging do
yYou include taxable value exceeding market value?

M3. FULSTONE: I don'‘t -- I don't think taxable
value exceeding market value is raigsed as an issue in any of
the proceedings with which I.am familiar. But I'm not clsar

how, Member Johnson, you think that it might apply here.
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MEMBER JOHNSON: I just wanted to narrow down the
issues that were before us and make sure there wasn't any
evidence to support taxable valua being an excessive market
and what you just said because there was no evidence and that
wasn't something that was considered.

MS. FULSTONE: No. Again, I think the issue is
the use of unconstitutional methodologies and the courts
having deemad thae resultant‘value to be null and void., I

don't think the Court went back and said -- and measurad

‘against any particular valuation number. Again, it is a

function of methodology that the valuations are
unconstitutional.

MEMBER JOHNSON: Thank You.

CHAIRMAN WREN: Okay. Any other quaations for
Ms. ?ulstcne?

Ckay. Mr. Creekman.

MS. FULSTONE: If I can address Mr. Meservy's
question in a little bit more detail, because I think in
looking at him I think he's not Yet persuaded,

In the 2006-7 when the county board equalized to
02-03 values and that decision was subsequently affirmed by
this board, that was on a basis of geographic equalization for
Incline Village and Crystal Bay. That decision ig now final.
And it is that decision that is the model, I think, for what

this board needs to look at and should do, whether it looks at
CAPITOL REPORTERS (775) 882-5322"
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geography or the use of unconstitutional methodologies. The
baseline is 02-03. I mean for 05-06, for instance, and I'm
not sure this is reflected in Mr. Wilson's list, I think it's
¢losa to a thousand taxpayers have already been rolled back to
02-03 and factored forward by the .08 and paid refunds on that
basis.

So to the extent you're equalizing to what has
been done and what the Supreme Court has said must be done at
Incline Village and Crystal Bay, it is to go back to 02-03 as
this board has decided in November and then apply the factor
as approved by the commission.

CHAIRMAN WREN: Okay. Thank you.

Mr. Creekman.

MR. CREEKMAN: Thank you, Mr. Chair and membars
of the State Board of Equalization. For the record my name is
David Creekman, C-r-e-e-k-m-a-n, on behalf of the Washoe
County parties. I don't need to -- T think that the assessor
did an outstanding job, 80 I'm speaking primarily on behalf of
the Washoe County board of county commissioners and the Washoe
County treasurer today.

What the state board has accomplished thus far in
my estimation is not statewide equalization. I'm concerned
that in this statewide proceeding there has been no analysgis
of valuation methods used elsewhere within the State of

Nevada. The focus has been entirely on Washoe County. Membar
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Johnson came very close and was circling around that issue
with his questions to the county assessor.

In the Bakst case, the Suprema Court case that
initiated all of this, the Court reviewed four mathodologies.
There was no focus on any other methodology because they
weren't at issue in thét case. This board has no way of
knowing without examining all of Nevada's county assessors the
validity of tha methodologies used elsewhere within the State
of Nevada.

I do agree with Ms. Rubald and her definition of
equalizing property values. and I wanted to point out to
Member Meservy that the word "valuye® is what_is being defined
in the regulation read to the board and to thig Proceeding
today by both Ms. Rubald and by the deputy attorney general.
The regulation itself defines the phrase "equalized property
valﬁes.“ And I suspect that's why the regulation does not
contain the word fvalua" itself, not wanting to confuse the
definition with the phrase that's being defined by the
ragulation,.

Me. Fulstone objects to the use of the
regulation, the definition of the ragulation, the two-prong
definition of the regulation in this proceeding. I object to
Ms. Fulstone's objection because what it ig the regulation ig
defining is this board's statutor? duty to equalize property

valuations in the State of Navada, a statutory obligation that
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hasn't been modified in decadesa by the legislature, which in
turn defines or gives meaning to the constitution's guarantee
of a uniform and equal rate of assessment and taxation to
Nevada 8 taxpayers. Again, that pProvigion has been in affect
since it was first ingerted in to the constitution.

I find it incomprehensible to -- I have no
ability to understand the arguments that the definition of
equalization changes or varies over the years, particularly a
relatively short time period that we're talking about here,
between the year 2002 and the date that the regulations ware
adopted.

S0 in regard to the definition of equalizing
property value, the two-prong definition to énsure property is
assessed uniformly with methods of appraisal and at the level
of assessment required by law, I would cancur with -

Ms. Rubald's analysig that at a minimum before the state board
takes any final action it needs to conduct a ratio study to
ascertain whether the new values fall within the allowablae
range both within Washoe County and ag compared to the
remainder of the State of Nevada, lending further support to
my belief that the new regulation or the new regulations
definition applies today, to today's proceeding is the fact of
the public notice given of teday's proceeding, which clearly
states that the board is operating for the purpcse of

equalization pursuant to NAC 351.650 through NAC 361.667,
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1 You have obligated yourselves in the public ]

2! notice of today's pProceeding to apply thoge regqulations. wWhen
]
; those regulations are applied, not only does the two-prong
|

4; definition of aqualized pbroperty values apply, but the board

Sj today is faced with four alternatives that from -. amongst

Gj which it can choome. Tt can do nothing. It can refer this !
7! matter to the Tax Commisgion. It can order a reappraisal. oOr ;
eg it can adjust values up or down, but only can do so baged on f

9! an effective ratio study if the board oxders. So thosa seem

to be your options today. 1I'll be happy to take any questions

11E if you've got any. Otherwise, that's it for Washoe County's

12[ pegition.

F
13; CHAIRMAN WREN: Okay. Thank You very much. '
14i Questions of Mr. Creakman? ;
lSi MEMBER MESERVY: Don't you think that if we chosa

|
l
|
16, to leave it unchanged that that's making a decigion? }
17| MR. CREEKMAN: Yes, I do. And that is one of |

18' Your options under the regulations., The firgt option is to do

19| nothing.

20! MEMBER MESERVY: Yeah. Bagically doing something i
21; like leaving it unchanged isn't just doing nothing. That's my ;
22g interpretation. ;
23? MR. CREEKMAN: I would agree. ;
24j CHAIRMAN WREN: Okay. Thank You very much. |
25; MR. CREEKMAN: Thank You.

i

i
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li CHAIRMAN WREN: Ms. Fulstona.
2f MS. FULSTONE: Thank You, Mr. Chairman. Thig is
3’ I think the third hearing in this matter and to this hearing
45 there's been no -- until this hearing there's been no
SE application of the 2010 equalization regulations, which
6; establish a much different process. The writ of mandamus does
7j not direct the beard to apply those regulations in part
8? because thosa regulations, one, don't even provide for
95 taxpayers to be parties. and two, you know, those regulationa
1oj have never been found to be constitutional by the Supreme
11; Court. The definition of equalization and how you aqualize
12{ for purposes of thig Proceeding is in the Supreme Court
13; decisions.
14; I would point out, however, if you want to lock
15! at NAC 361.652, which is the definition that we've been
16! talking about, what it says is that equalized Property
17! waluation defined means to ensure that the Property in thisg
18! state i3 assessed uniformly and in accordance with the methods
19: of appraisal, and we have established that it ig not, and at
20! the level of assessment required by law.
215 Level of assessment is not a reference to
22{ valuation. Tha level of aésassment required by law is the
23f Assessment percaentage, which ia the 35 percent. The level of
245 assegsment is not going to validate unconstitutional
25| methodologies.
; CAPITOL REPORTERS (775) 882-5322
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Again, based on the Suprems Court decisions, you
cannot validate thosa methodologies with ratio studies. You
cannot validate them with reappraisals. You cannot validate
them with assegsment levels. The only way to remedy
unconstitutional methﬁdologies and the valuations that they
produce is to set aside those valuations and return to the --
and return to the Previously last unchallenged value.

Mr. Creekman suggested this board is required to
look at the methodologies used by assessors elsewhere in
Nevada for those years in quéstion. That gimply is not the
case. Thig board is required to determine the grievanca
brought by Incline Village/Crystal Bay taxpayers. Whatever
else we know, wa know by virtue of the repart made by the
assessor today that the properties he has identified were
valued using unconstitutional methodologies., There is no
reason to‘go loocking to other counties. That's all I have,
unless there are other questions.

CHAIRMAN WREN: Questions? Okay. Anykody else
want to say anything? Mr. wilson, anything else? Terry.

MS. RUBALD: Thank you, Mr. Chairman. I guess I
just need to point out that you can't isalate NAC 361,652 from
all the other definitions and the regulations that yoﬁ have
about equalization. Fo; instance, NAC 361.654, which defines
the ratio study, means an evaluation of the quality and level

of assessment of a class or group. So it isn't just 35
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Parcent, jusat a mathematical thing. We're locking for the
quality and uniformity of asgessment through statistical
analysis,

CHATRMAN WREN: Okay.

MS. FULSTONE: Mr, Chairman, if I might respond
briefly. 2s indicated in the brief that, rebuttal brief that
I had filed with this board, the ratio atudies, the
statistical ratio studies that were done at the -- for the
Years 03-04 through 05-06 do not address equalization at
Incline Village, as Ms. Rubald herself admitted earlier. To
the extent that the 05-0§ ratio studies even address Washcoe
County, it's not clear that there is a single Incline Village
parcel included in it.

Whatever improvements may have been madae iﬁ the
ratio studies over the years, the ratio studies for tha years
in question certainly offer no validation for the
unconstitutional methodologies.

Again, you simply can‘t fix -. you're not looking
at value. The Supreme Court has said when the agsesgor
uses -- And this, again, is from the Barta decision, when the
asses8sor uses unconatitutional methods to determine taxable
values, it doesn't matter whether the taxable valuae exceeds
the full cash value or not. It says by failing to raecogniza
that a taxable value may be unjust and inequitablae despite

being less than the full cash value of the property, the state
CAPITOL REPORTERS (775) 882-5322
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board erred. The state board followed the wrong principle.
And that's why the district court set that aside and the
Supreme Court affirmed the district court. Thank you.

MS. RUBALD: Mr. Chairman, I'm sorry to prolong
the agony here. 1I'll just make one more short comment.

The -- If the removal of the unconstitutional methodologies
results in a value so low or so high, then I think it's part
of the equalization process to remove those unjust valuations.

And I also did want to point out one more thing
that for your consideration, and perhaps the attorney general
is going to mention to you as well that these regulations that
the LCB File R0O31-03 was adopted August 4th 2004 and all of
those unconstitutional methodologies are now provided for when
they were adopted iﬁ 2004. So I do wonder whether the 05-06
years even subject to this because those regulations were in
place.

MS. FULSTONE: Mr. Chairman, I apologize for
prolonging the agony here as well. But what Ms. Rubald has
said is it is likely to mislead the board if I don't correct
it.

This issue of the 2004 regulation was directly
addressed in the Barta case. And becausea the 2003-4 appraisal
wag the base year for both 04-05 and 05-0s6, Qhat the Court
said was it doesn't matter that the regulations have changed.

These earlier and this appraisal was done in 03-04 before the
CAPITOL REPORTERS (775) 882-5322
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regulations were changed. So the appraisal done by the Washoe
County assessor for 03-04 is unconstitutional for 04-05 and
05-06 as well, per the decisions of the Supreme Court,

CHAIRMAN WREN: Okay. Anything else before I
close the hearing? Because once I close the hearing, I'm not
going to accept anymore testimony today. Okay. So the
hearing is closed.

Anthony, I want to go back to you. It was your
motion that got us here. But I told you my concern and I'm
going to reiterate it for everybody though is that, you know,
I agree that with all the testimony and all the things we've
heard through all of these Years now that given all the
arguments that perhaps we need to start with the bagis of
2002-2003 and then move thae values forward.

With the information the assessor brought us, I
don't think that they're representative of what the full cash
value should be on those and I'm not sure with the testimony
that I've heard that You use a percentage or You can do a
ratio study or there's any way to go back this many years and
be equitable to everybody, including the people, the Property
owners on his list.

However, one of the things that we've heard time
after time after time after time is that there really has
never been any arqument that these weren't, values did not

axceed full cash value.
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And as the appraiser, and there may be another
appraiser on thig -- As an appraiser, I keep going back to
that thought that if they weren't, if they didn't exceed full
cash value and if we were doing this back in 2004 and five
instead of 2012-2013, we probably would have done a couple
different things. We would have said, ligten, you used
methoda or used techniques that weren't codified, redo them
and tell us what the value would be. And I've asked that
question of the assessor several times now and what the answer
has always been is that the values probably would be similar
or the same as what you put on the values to start off with,
vwhich are the beast I can tell what they would have been given
similarly-situated properties.

So those are my thoughts, Anthony, and I'1ll let
You go from there and then I'll give everybody else a chance.

MEMBER MARNELL: Okay. Mr. Chairman, I will tzy
to be as clear as possible with what I've heard today and my
opinion. First of all, with all due respect to all of my
fellow board members, I think that this issua is so
complicated and so deep, it sounds to me like regardless of
what we do this is going to go to a higher place tg be
decided. And I think that the Washoe County's paper is a
clea; bosition of that. And we already know where
Ms. Fulstone zits becauge she's already in the court.

So in saying that though, I still feel obligated
CAPITOL REPORTERS (775) 882-5322
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to do the best I can with my fiduciary duty as a member. And
80, theraefore, I will give you my following comments based on
tha testimony.

At this point in time, based on what I've heard
today, I don't see any reason to change the motion that I made
back in November and I will tell you why. It is clear to me
that unconstitutional mathods were used for the years in
discussion. It is also clear wa had discussion about what I
see is the other alternative, which is to go back and
reappraise in those particular three tax Years without using
the unconstitutional methods,

But in saying that, it's also clear to ma that
the Supreme Court has already said, no, you can't do that., So
that takes that option off tha table. I believe, as
Ma. Fulgtone said, "no do-overs,"

So that was the option if we recall from the
record in November that I had originally thought about going
down is let's go back and do it right and remova the
unconstitutional methods. But it's clear to me that if the
Supreme Court wanted that done, they probably would have done
that, and they did not, and probably for legal reasons that
are far beyond my capacity. |

S0 again, staying on the road of the Suprame
Court -- Hold on one second here. So for whatever legal

reasons in tying that up and looking at my notes, they went
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back to the last year that they felt was constitutional and
hence the discussion that we're having here today. I alsoc --

If I understand all of the Suprems Court
decisions right, I do not see this making the rest of Washoce
County or the entire state out of equalization. And the big
reason for that is, one, there is no evidence provided in any
of thease court cases or any cases before us or any cases on
appeal that other parts of the state werae using
unconstitutional methoda. So therefore, the way I look at it
right now is that we're not dealing with Full cash value and
all of the other things. Wa'ra dealing with, again,
unconstitutional methods.

And then in the brief provided by the county by
Mr. Creekman talks about in our September hearing that wa
heard other grievances. And that's exactly what they were.
They were grievances that were investigated and still are
being investigated. And I balieve Terry is still going to be
doing work on tha other people that testified before us. But
there is no convicting evidence of any unconstitutional mathod
or anything illegal in the September testimony of 2012 that we
took.

80 to say that we did not take action there, I do
not égree with. We heard evidence or we heard people's
testimony whera they felt there may be some things that are

unjust and some of those things are still being investigated.
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And if we find that, I guess it would be fair to say we would
take the appropriate action it the time when we had that
concluded. But right now that's not concluded and/or it was
found to be not accuﬁate.

So the Washoe County, Incline Village/Crystal Bay
specific issue is the one that is before us, it has an
enormous case file as it sits right in front of your dask
today and it has an enormous record all the way up to the
highest court in the State of Nevada. And that's the issue
that has come back before us as well as investigating the
others. But the others don't have any conclusive evidence,

S0 I git today in the same spot I sat in
September and the spot that I made the motion in November that
while this is -- this is not a financially fun issue to deal
with and it‘s on a massive scale, the facts I think are
clearly laid out from the perspective of what the Suprema
Court did. And I put in my notes whether wa agree with it or
not. And I know that there are many board members that do not
agree with the decision that the Supreme Court made. I in
part can be, because I'm not an educated appraiser like
yourself, I kind of sit on the fence about what they did and
the approachk that they took. .But irregardless, that's what
they did.

And so in following the path and following what

they =aid, that wasa why I made the motion that I made in
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moving forward. And I don't hear anything today that gets me
to want to change my mind. And again, I understand that we're
talking about a combination, an aggregate of about a billion
and a half dollars worth of asgessed property valua over a
three-year pericd and I understand the scale of the decision
is larga.

Sc that doesn't lead me to want to be able to
just go "I'd rather take no action because I don't want to
wear this cne on my shoulders." I don't have a problem
sticking with my motion basad on the evidence provided and I
have no doubt that -- Or I shouldn't say I have no doubt. If
it's not appealed then I'm going to 8leep at night thinking I
made the right decision. If it is appealed -- If it is
appealed, which it sounds like it will be, then so be it. Lat
it be decided by a highar court. But that's my eight minute
or legs conclusion based on everything I've heard gince we've
been on this board in March of '09 together.

CHAIRMAN WREN: Okay. Thank you.

Dennis.

MEMBER MARNELL: Or sorry. Ten.

CHAIRMAN WREN: I wasn't going to correct you.
That's okay.

MEMBER MESERVY: After what I've heard and -- Ia
it okay to talk?

CHAIRMAN WREN: Yes.
CAPITOL REPORTERS (775) 882-5322

63

APX00490



13
14

i5

MEMBER MESERVY: Okay. After I've heard what
I've heard today and what I've seen of the -- it doesn't make
senge it would be -- it seems like in that era the prices were
going up. And I think I did the wrong thing by seconding this
motion last round. And I personally think we should make it
an accident to leave unchanged the values.

Personally I do not believe that we've addressed
fully whether if their values would have changed or not. And
I guess if we're here to not worry about the total taxable
values or the value then maybe what we're doing is some sort
of a punitive measure against -- or a factor that was made
against these people to give them back some regs. But I don't
think that's my jurisdiction as a board member to go that
direction. But that's what I'm thinking that it seems to be
heading if we're looking at just because of the factoring
issue. I'm having a hard time seeing why we want to go
otherwise. And I was hesitant last round, as You can read the
minutes. But I think I'm even more hesitant this round to
support where we go. That's my comments. I'm sure
Mr. Marnell might have more he wants to say on that.

MEMBER MARNELL: I just have one piece of
feedback for Dennis. I don't disagree. I completely concur
that the taxable value, "valua", is kind of what we've done
for four years. And that was why in November my original

inclination was to try to do what I thought was the right
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thing and to have it be reappraised, remove the
unconstitutional methods and go reappraise it for all three
years. That to me feels like the abscluta right thing to do.
So we would hit the number spot on the momey and we would know
and forget all of the studies and all of the other stuff, just
go redo it.

But the Supreme Court ﬂaa already said you can't
do that. And so that's the piece to me that says, well, then
what is the only other alternative. Because that would be the
routa, even to this day I think should be the appropriate
route to know exactly what it is and that way it's just fair
across the board and we would have very accurate data. But
they would not let them do that the last time. That's the
only reagon, Dennis, that'I've gone this direction.

MEMBER MESERVY: And I agree with what he's
gsaying other than I think under my opinion that I don't see a
nead to change the values. And that's probably just my gut
response. It's an opinion. But that's really -- I would have
loved to have seen that too., But I agree, based on the
results and based on the testimony, I think we both agree we
could have got a better approach, but he comes out different
than me. I personally -- My thoughts are we should leave
unchanged the taxabla value.

CHAIRMAN WREN: Dennis, I agree with Anthony.

I've told you my concerns. But as I said in my comments, I'm
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not sure we can get it right. In other casea and other
hearings, you know, we've split the baby and come up with a
number that we like and it worked. But in this case, this
thing keeps going back and forth and has got a life of its
own. Regardless of what we do, it's going to end up in the
court system, I'm pretty sure. I'm like Anthony. I don't
care one way or the other. My thought process in September
and November both that it's time that we made a decision and
let it get down the road. And the only decision that has gone
to the court system is to do exactly what Anthony's motion was
and roll back. And if the court system disagrees with that,
then maybe they can come up with that magical anaswer that we
don't have,

Sé even though I disagree with it, I'm taking -;
I'm trying not to consider what the impact is, what the numbaer
of impact is because the Court system keeps saying that it
doesn't matter. So that's just for thought.

MEMBER MESERVY: My other thought with that isg I
think we're opening ocurselves up to a ton of other lawsuita
for anyone to say that we're equalizing by doing thig. But
you know, this to me I think it's going to go beyond because
wa haven't domne the reaeérch. So obviously we've got the
opportunity because the courts have given it to ua. But I
personally think that it's not geoing to go the right direction

because I don't think that we can gay yay or nay that we've
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equalized properly., And I thought that's what were most in
the commission for. I feel more comfortable that we are in an
equalized position. But just based on testimony and based on
what Ms. Fulstone was talking about and based on value, and
again, value seems to not be an issue on one side of the
table.

MEMBER MARTIN: Mr. Chairman, I have ona other
comment and then I'm done. And I agree with a lot of what
Dennis is saying. 1In tha alternative of once the Supreme
Court said you can't do over it leaves you with raally a
couple of options, right. You can stay the same or you can go
towards the motion that I have looked at.

And the only reason that I was not supperting to
stay the same is because I think it's clear and factual that
we have unconstitutional methods that were used in the Crystal
Bay and Incline Village. Those are facts. They've been
decided, whether we like them or not. And I believe it‘s our
obligation to deal with that in those particular tax years
that we‘fa discussing.

And the only other thing is I'm not really --
don't share the same concern that this will open up the door
for unconstitutional methods for these years because any athar
party that would come forward has not followed its
administrative remedy and proceas for this as these people

did. And if that was the case in the Supreme Court case, and
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maybe I don't understand this, but they would have made that
decision for the entire state. They would have made it for
all of Washoe County. They didn't. They were very specific
about the people that were before them, the research and the
evidence that was provided and they made this decision for
that particular group who they think are unconstitutional.

Wé still have zero evidence anywhere else in the
state that any unconstitutional methods have ever been used,
the way I understand it. And I believe that was alsoc the
testimony that was given again today.

Again, why all of that -- those thoughts of
thinking what you're saying, Dennis, géing, you know, is there
another alternative, is there another alternative. Each one
of them seems as if the door has been closed by the Suprems
Court, that they have said this is the track that we're going
down. If it's unconstitutional, you have to go back to the
last time. You can't leave it the same. You can't reappraise
it. You've got to stay on that path. And so that was
basically the motion of staying down the path, unless I
completely misunderstood.

MEMBER MESERVY: No. I misspoke then because I
didn't mean that there would be unconstitutional
methodologies. I'm talking about equalization of valuation.
That's what the lawsuits and where all the changes will be is

because right now we've never ever really pushed to the issue
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that those, even though therae's totally fallacious
methodologies at the time and they weren't allowed, they don't
have the issue that, oh, that would have changed the total tax
market value of this property. And because of that, that's
really my thought process. It isn't about oh, they were wrong
methodologies elsewhere. 1It's about equalization of the
valuations that I am thinking is minor and a real issue. Even
what we're doing is we're changing taxable value. We're not
giving some recommendation because we did that methodology.
We'ré changing the valuations. And because of that we're
actually restating that and now we got to say well, why didnft
we see how that really is in relation to the rest of it. And
that's where all of these ratio studies and all of that should
be in there.

And 80 I still don't feel good. And I've
misspoke if I meént that it's because of methodologies. 1It's
because of equalization values.

MEMBER MARNELL: And I don't disagree with you.
And this is all I have to say, Tony, is that the Supreme Court
one, that's not us. They made decisions to roll back the
constitutional years, overriding all the equalization concerns
that they could or should have had for the entire state when
they made that decision. They basically said that
unconstitutional methods trump everything because they did the

same thing that my motion was made on. They overrode all of
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that concern, value, equalization, the entire state, even
within the same darn county. It just doesn't matter.
Unconstitutional methods go back to the last constitutional
method.

So they're the ones that have already set the
precedent. The Supreme Court has set the precedent that the
value and taxable value and exceeding full cash value doesn't
matter when it's unconstitutional. That's their decision.
Because I don't disagree with you at all. 1It's the same. A
billion and a half dollar feduction is a lot of money ten
years after the fact. But they made that call. So we're not
deviating from the call that they made at all.

MEMBER MESERVY: We actually gave, they gave the
call but they also gave ué the c&ll to raise, lower or leave
unchanged and so that's our call. and I don't think the way
that we've done it is going to do that. But anyhow, that's
fine. We all have our opinions on the board and I appreciate
You have some great ideas.

MEMBER MARNELL: You too. Tony, we're done so
we're going to go to Starbucks. We'll gee you.

CHAIRMAN WREN: Not yet. Just hang right there.

Aileen, comments.

MEMBER MARTIN: No comments, Mr. Chairman. Thank
you.

CHAIRMAN WREN: Thank you, Aileen.
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Ben.

MEMBERTJOHNSON:' Yeah. I really appreciate the
discussion you guys have already had. I think a lot of very
pertinent facts have been discussed.

My question, what I would like to explore a
little bit and hopefully with the help of Dawn is this idea of
reappraisal. Would we have -- Can we order one? I've heard
Ms. Fulstone's testimony that's something we can't do because
the Supreme Court told us we can't. What can we or can't we
do as a board?

MS. BUONCRISTIANI: I think if you look at your
writ of mandate, I agree with what Dennis was saying in that
it leaves it pretty open as to what you can do. I'm not sure,
and I couldn't tell you that I agree with Ms. Fulstone in
terms of you are limited to what the Supreme Court hasAsaid in
Bakst or Barta. Because you have the opportunity. This is
very similar properties, but these, this is a hearing where
you're taking information. And for you to ignore information
that you take or that you could take there wouldn't be a
purpose to the hearing. Does that answer your question?

MEMBER JOHNSON: It does. When I look at the
writ I see we can take actions as it required to modify the
values for equalization. So I read that the same way you do.
What I struggle with is its equalization is a two-prong

approach and here we do have methods of appraisal we use that
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are deemed to be unconstitutional. But in changing that, the
level of assessment also has to be what's required by law.

And what I struggle with is I think Ms. Fulstone
would have raised the issue that if the current values
exceeded, current taxable values exceeded market they would be
raising that issue before us and we would hear all about it.
So therefore, I'm led to believe that in the current condition
taxable value is not exceeding market value. And we're coming
back to a solution that's going to reduce the taxable rolls in
Washoe County by 1.9 billion dollars and I struggle with that.
That leads me to believe that's going to cause us to be out of
conformance with the level of assessment required by law.

And I see a couple options here. One, that's
just my thought based on the actions. We don't know for sure
so we could order a sales ratio study to find out if we are or
ara not in compliance with the level of assessment required by
law under the motion that Anthony made last time, which I
thought was a good one. Or second, where I tend to want to go
here, is let's get a reappraisal. It doesn't sound like we
can't. So I would be in the camp of let's get it right. we
have the ability to. This writ doesn't tell us that we can‘'t.
I want to see it right and we have the ability now to go back
and use methods that were correct at the time. And that's
where my head is if it were not -- I wouldn't mind seeing a

reappraisal.
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MEMBER MARNELL: Mr. Chairman.

CHAIRMAN WREN: Yes.

MEMBER MARNELL: Was my first thoughts when we
had this meeting in November. I do believe in my heart that
it is absolute the 100 percent way to guarantee that this is
right for everybody and all parties, you know, femoving the
unconstitutional methods and using the methods that were --
removing the unconstitutional methods and using the methods
that were approved at the time. I'm not sure if the county
has the ability to even do that with how their technology and
their systems have evolved to the new regulations and laws.
But if it was doable, it's certainly one that I could support
if the rest of the board feels strongly about the reappraisal
of those three years. And I didn't really hear from Dawn that
she felt we couldn't do it. But she was also very cautious in
not confirming that we hundred percent could do it. But I
don't have any problem moving forward with what she said if
that's the direction that you all would like to take. It also
sounds like something that would make Dennis feel pretty
comfortable as well, but I won't speak for him.

MEMBER MESERVY: Much happier.

CHAIRMAN WREN: Yeah. That is one of the things
that we've talked about several times now and it is the only
fair way to look at this situation, I think that would I would

entertain is a motion that we direct the assesgsor to
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.reevaluate the parcels that he hag identified as having been

appraised using unconstitutional techniques to reappraise
those or reassess those for the appropriate years, but a
couple things probably need to happen if we have them do that.
I've said this before. There's a likelihood that when you go
back and reappraise the property that it will be higher than
what it was assessed for to start off with. So it seems to me
to be fair to everybody that if in fact the assessor found by
reappraising these properties that any exceeded the values
that they had on originally, that the original values would be
maintained and not increased.

MEMBER MARNELL: Mr. Chairman, I don't believe
that's the -- in the writ from the judge on page two, I
believe it is number three, that if the board broposes to
increase the valuation of any pProperty on the assessed roll of
any county that we should comply with provisions of NRS
361.395(2).

So I guess all I would throw in is that if we're
going to do this, in my opinion, and the board can chime in,
it is what it is. If it comes back and it goes up, then it
goes up. If it goes down, then it goes up. If it goes up,
then it needs to comply with this section according to what
the judge told us to do.

CHAIRMAN WREN: Okay.

MEMBER MARNELL: I don't think we can get in a
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game that well, if it goes up we don't want it to go up so
we're sorry.’ And if it goes down then that's good for the
taxpayer. I think if we're going to do this right, remove the
unconstitutional methods, do the reappraisal and it is what it
is. And then the ones that do go up, make sure it doesn't --
make sure it doesn't violate NRS 361.395(2). Jusﬁ my opinion.

CHAIRMAN WREN: I agree.

MEMBER MESERVY: I really like what Mr. Marnell
is saying and I agree with what he's saying. And again, it
will just strictly be those that are related to this igsue
because they're the ones in part of the suit.

CHAIRMAN WREN: Okay. Anthony, do you want to --
As it is right now, we have a motion that if we don't do
anything, we stand, we can reaffirm that motion. Or Anthony,
if you wanted to make a new motion that would supercede your
previous motion.

MEMBER MARNELL: Okay, Mr. Chairman, I'm happy to
make a motion. Dawn or Terry, could you rejog my memory on
exactly what the case number is here that we're dealing with
or is this just the --

MS. BUONCRISTIANI: This is subject to the writ
of mandamus from the Second Judicial District Court of the
State of Nevada, County of Washoe, thét wag known ag Case
Number CV-003-0922. Is that enough?

MEMBER MARNELL: 06922?
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MS. BUONCRISTIANI: Yes. CV --

MEMBER MARNELL: Okay. So Mr. Chairman, on
CV-03-06922, based on all the evidence again that has been
provided and all the testimony and in the brief discussion

that we've had with our counsel and it seems like in

concurrence with what all board members feel is the

appropriate correct action to make sure that we ensure that
this is 100 percent correctly done with constitutional methods
and at the same time equalizing across the area of Incline
Village and Crystal Bay. The motion would be to Washoe County
assessor's office to reappraise all properties for the 03-04,
05Q06 and 0 -- I'm sorry. 03-04, 04-05 and 05-06 to
reappraise all properties in those three tax years that were
unconstitutionally appraised or identified asg
unconstitutionally appraised and to determine the new taxable
value. 2And in the event that any of those valuations
increase, to asgsure that we comply with NRS 363.395(2).

And I would also include in my motion that they
use all necessary means to accomplish this goal. and I'm
assuming that that's going to cost them some money. But I'm
sure it's far better than a 1.5 billion dollaf property tax
drop. So they're going to need to go figure out within their
coffers and their budgets on how to accomplish that goal.

But I think it's appropriate that that not be an

excuse to be able to not do it and that they may need some
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technological assistance and also maybe some people assistance
in order to go do this. And I don't have a time frame because
I have no idea how complicated that is. So T would look to
You for a time frame in which we would like this done.

MEMBER MESERVY: 1I'll second that long motion.

CHAIRMAN WREN: Ben.

MEMBER JOHNSON: The only part that I don't know
if it's possible to augment the motion is we need to deal with
the level of assessment required by law. So what we're going
to have here in the end is we'll have values that are using
the methodologies required by law, but we have no way then to
determine if those new values are at the level of assessment
required by law.

So I would like to augment it and ask that based
on whatever the results are from the Washoe County assessor's
office that Terry prepare a sales ratio study on those to

determine if they're at the level of assessment required by

law.

CHAIRMAN WREN: Would you include that in your
motion?

MEMBER MARNELL: I don't have a problem with
that.

MEMBER MESERVY: And I'll second that addition.
CHAIRMAN WREN: Okay. Any other comments?

MEMBER MARNELL: Mr. Chairman, do You have a time
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frame that you think that this should be done by? Maybe in
the next decade.

CHAIRMAN WREN: Yeah, that's kind of what I was
thinking.

MS. BUONCRISTIANI: That was the statement that I
was going to make after you finished your motion is that I
have a response to make to the court by somewhere around
mid-February. But I could ask for an extension based on what
you're proposing to do.

MEMBER MARNELL: I really don't know if you want
to open it back up for testimony to hear what Mr. Wilson would
like to say or not or maybe you just have a good feeling,

Mr. Chairman, on how long this will take.

CHAIRMAN WREN: You know, I don't. It would be a
guess on my part and it would appear to be a guess on his part
also. I think it would be reasonable to gay to have it
accomplished within the next 12 months. I'm not sure that it
needs to be done any sooner than that. It is going to be
somewhat complicated. I think that the Court will be answered
by our decisions that we make. What the final action is
really doesn't matter as far as the coming court dates. So I
would say that we have everything accomplished within a
12-month period.

And I'll also state that if it gets to a point

where the assessor requires more time then he can come -- he
CAPITOL REPORTERS (775) 882-5322

78

APX00505



10
11
12
13
141
15
16
17
18
19
20

21

can agk us for it.

MEMBER JOHNSON: I just want to speak to that
briefly. On page number 1§ of Mr. Creekman's response, he
indicates that the assessor's office could reappraise tha
properties at issue -- Where does he say it? He says -- It's
the first paragraph on that page. But based on thig it seems
to indicate that Washoe County would be able to accomplish it,
They would want, need a little bit of time but that thay could
do it.

MEMBER MARNELL: Yeah. I think within six months
to one year is fair, appropriate and -- So I think we should
leave it, Mr. Chairman, and six months to no later than one
year.

CHAIRMAN WREN: Okay. Very good. Dennis, do you
agree with that in your second?

MEMBER MESERVY: I second that too, the addition.

CHAIRMAN WREN: Okay. All right. I have a

motion and second. Any other comments? Okay. all in favor

gay aye.
(The vote was unanimously in favor of the motion)
CHAIRMAN WREN: Opposed? Okay. It carries
unanimously. All right. Thank you very much, members,
Okay. Terry.
M5. RUBALD: Mr. Chairman, that takes us to Item

D, possible action statewide equalization.
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MEMBER MARNELL: Mr. Chairman, I would throw my
comments in. I think I've already said this in the prior
comments, but I did not see any evidence whatsocever anywhere
in any of the testimony since I've been on this board that
requires any statewide action of aquélization. I don't think
there's been any evidence provided that we have any --
anything other than what the assessors were supposed to da and
when we do get that information from Terry I think we've made
the -- taken the appropriate actions throughout the years.

And I think that we should continue our investigations on the
grievances that were brought before us in September like we
asked and that the department and that those local assessors
continue to look in to those particular grievances by those
vary few property ownera across the state.

CHAIRMAN WREN: Okay. And for the record, I also
want to point out that we did have our September hearing.

That was in accordance with the Court's order that we have a
hearing for the taxpayers for the State of Nevada. That
hearing was amply addressed throughout the State of Nevada and
the taxpayers had the opportunity to come before us and very
few did. So I agree withrAnthcny. But I don't see whare we
have any other obligation for equalization.

Ben.

MEMBER JOHNSON: I agree with what you guys are

saying. I want to ask Dawn if she felt we met the obligation
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of the writ and equalizing on a statewide basis based on our
actions that have been aforementioned?

M5. BUONCRISTIANI: I would say that tha
interpretation of the writ as to what you needed to do would
be what the board determines that it needs to do and also as
to equalization your view of the State Board of Equalization
and what the evidence has been presented to you and the issuas
have been presented to you and that you have acted on those to
-- for purposes of equalization to the extent that you find it
necessary then that would be what I would report to the Court.

CHAIRMAN WREN: Okay. Anything else on statewide
egqualization for the members?

Okay. Terry.

MS. RUBALD: Mr.'Chairman, that brings us to Item
E, briefing to and from the board and the secretary and staff
on briefing schedules and hearing schedules. and I have
nothing to report to you on that matter. The next tima we
would probably meet would be March.

CHAIRMAN WREN: Okay. Fifth Monday of March.
Ckay.

Public comment? Okay. This hearing is
adjourned. Thank you.

{Hearing concluded at 11:27 a.m,)
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STATE OF NEVADA )
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I, CHRISTY Y. JOYCE, Official Court Reporter for the
State of Nevada, Department of Taxation, do hereby certify:

That on Monday, the 3rd day of Decembar, 2012, I was
present at State Board of Equalization for the purpose of
reporting in verbatim stenotype notes the within-entitled

public meeting;

That the foregoing transcript, consisting of pages 1
through 82, inclusive, includes a full, true and corrsct

transcription of my stenotype notes of said public meating.

Dated at Reno, Nevada, this 30th day of December,

2012.
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