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there were still many policy areas In need of address and drew attention to the
need to look into the fuel tax area and the laws governing special and enterprise
districts; Ms. Henderson recited the technical advisory committee was more
than willing to complete whatever needed to be done to ofeate an
understandable tax system for all conceinied,

SENATE BILL 253; - Creates legiﬂafiv»e committes to study distribution
among local governments of revenue from state and

local taxes, (BDR 17-193)

Mr. Hobbs commienced a section-by-section analysis of the components of S.B.
254 contained in Exhibit D. He explained he would handle the first part of the
sectionsby-section review (sections 1 through 22) and would turn thé second
part of the description (séctions 22 through 38) over to Marvin Leavitt,
Lobbyist, Director, Intergovernment/Community Relations and Policy Research,
City of Las Vegas.

Mr. Leavitt explained the importance of section 22, which was the budget act
section. He intimated the section reflected the desire of the committee to
create a situation where it was possible for special-purpose governments to
discontinue operations and join With a general-purpose government, The
provisions contained in 8.B. 254 madse it much easier to combine governments
without financial loss to the communities involved, Mr. Leavitt testified. :

Mr. Leavitt pointed ouf section 35 dealt with the formula utilized to determine

the tax base. He fémarked it was quickly discovered some governments would

benefit from utilizing 1 base year, while others would bensfit from the utilization
of another. Mr. Leavitt maintained the best solution was to take an average of
2 years so the sélection of ong of the base years would hot oceur to the benefit
of a particular local government. If the average of 2 years was utilized, M.
Leavitt insisted there would have to be a system to biing the average up to

.déte, He suggested multiplying the c¢hange between the 2 yeais by each

individual local govefnment to make it sffective after the current year. Mr,
Leavitt testified each local government would receive the proportion of the
average of the 2 years. An inflation factor would be applied to bring the base as
close as possible between July and December of the affected year, Mr, Leavitt

asserted.

Chairman O’Connell requested Mr. Leavitt demonstrate the. formula on the
chalkboard to clarify the issue, Discussion ensued. Mr. e
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sections 36, 37 and 38. Upon completion, the chaitman provided an
opportunity for audierice members to inquire about specifics contained withm

the proposed legislation.

Candi Rohr, General Manager, Kingsbury General Improvemént District, posed a
question, Ms. Rohr.inquiréd about the allocation formula, asking the difference
between allocations to special districts and local governments, " She noted Mr,
Hobbs mentioned there was no population increase included in the special
district formula, and inquired if that meant the special districts would not be
keeping pace Wwith local governments as far as the increase in allocations.

Mr. Habbs responded part of the reason for the difference in allocations had
already been touched upon. He stated an example using the Clark County
Library District.  Mr. Hdbbs explained the Clark County Library District
encompassed 80 to 90 percent of the entire population of the county. He
exprossed to throw population statistics on top of that particular district created
apparent anomalies. He stated the Clark Library District would have reaped
millions of dollars had a population statistic been included in the formula. Mr;

Hobbs emphasized the distribution was a relative thing, area to area.

Mr. Leavitt interjected the distribution formula was a deliberate attempt to
promote the formation of general-purpose governments, as opposed to special-
purpose govéernments, The formula allowed the special-purpose governments to
continue to grow, but also provided some methad of encouragement for
aombining a group of special-purpose governments irito a genetal-purpose
govéinmeént. He pointed out this was one of the official aims of the legislative
members of the c¢ommittee; to encourage the congolidation of special
governments into general-purpose governments, towns, or cities. Mr. Leavitt
stated the purpose was to more propetly define relative needs when providing
genetal services. He indicated right now, when thefe was a special-purpose
government, whatéver revenué réceived was used for that purpose. [f the
district was a general purpose government, something else could be deteriined
more important this year, Mr.: Leavitt asserted. He reiterated the formula was a
delibératé attempt to éncourage the combination of special- and general-purpose
governiments. '

Tom Fransway, Chairman, Board of Commissioners, Humboldt County,
explained his understanding of the distribution formula was the base years were
derived frorm the consumer price Index from years 1995-1996 and 1996-1997.

A48
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He questioned whether in 5 years the base would be configured from vyears
2000-2001 and 2002-2003.

Mr. Hobbs clarified the years 1995-1996 and 1996-1997 establishment of the
base year would only be relevant the first year the base year was established.
After,’ the values would be carried forward by the consumer price index change,
population, and asse$sed value statistics.  Mr. Hobhs insisted once all factors
were applied to the base, the tesulting value would be the base for the next

year, and so forth, he added.

Mike L. Baughman, Lobbyist, Lander County, queried page 3, line 38-40,
average percentage change in the assessed valuation of taxable property in the
local government, except any assessed valuation attributable to the net
proceeds of minerals, over the 5 fiscal years immediately precedmg the year in
which the allocation is made. . . .” Additionally, he questioned page 5, lines 37-
39, “. .. an énterprise district shall not pledge any portion of the revenues from
any of the taxes included in the fund to secure the payment of bonds or other
obligations. . ., .” Mr. Baughman asked about the logic behind each of the

previously mentioned passagss.

Mr. Leavitt answered originally, the committee included the net proceeds of
mines as a factor in the distribution formula. After practical application, thé
committee found, because that factor was so volatile, it was unreliable and
caused great fluctuation. He insisted it was impractical for any district to use
net proceeds, as procesds could fluctuate revenues as much as 50 percent in 1
ysar, Mr. Leavitt pointed out the commities’s position with fegard to enterprise
districts. Hé stated there was a basic feeling among comrnittee members
enterprise districts receiving basic tax revenues should be eliminated entirely. If
enterprise districts were allowed to continue, he concluded, the thought was
enterprise districts should Aot use future tax revenues for these types of debt,
but ought 1o impose user sérvice charges. ;

Theresa L. Glazner, Staff Budget Analyst, Department of Taxation, expressed

appreciation at being included in the compilation of the formula over the last 2 i
years, Ms. Glazner mentioned the ability to put the formula together at the

departiént and to obtain staff to consolidate the formulas created a high level

of comfort in the formula and implementation progess,

Carole A, Vilardo, Lobbyist, Nevada Taxpayers Association, reclted
wholehearted support for the legislation. Ms. Vilardo stated s fzad

8506
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was privileged to be involved as a membér of the committee, insofar as
attendance In the hearings and in being made to feel as if questions were being
answered and addressed. She expressed appreciation the technical advisory
committee, consisting of membars of government, considered the taxpayer point
of view. The bill was not only fevenue-neutral to governmeént, but revenus-
heutral to the taxpayer, as well, Ms. Vilardo maintained. She asserted the
strong belief all spetial and enterprise districts should be reauthorized every 20
years. Ms, Vilardo declared in many ¢ases, when these districts were created,
they were created where there was no population ahywheré near. In this time
of growth, some districts now encroach into an urban population area, she
recognized. Considering the formula agsociated with the $3.64 tax cap,
distrigts in urban areas impacted the services the general governiment in the area
provided. Ms. Vilardo urged committee members to consider amending
language congerning the tax cap into the bill.

Patrick Finnigan, General Manager, Incline Village General Improvement District,
stated opposition to the legislation. He commented the intent of the legislation
wasg good and noted members of his group supported the idea of distributing
govefnmental revenues to governments performing governmental functions.
Alternately, Mr. Finnigan surmised, excluding enterprise functions of government
from the receipt of governmental revenues was discriminatory against small,
local governments. He stresséd the legislation did not treat all governménts the
. same in relation to their governmental and enterprise functions. Mr. Finnigan
outlined most governments in the state perform hoth governmental and
enterprise functions, some perform more of one than the othsr. He asserted the
bill discriminated against those performing less governmental functions in faver
of those who performed more governmental functions,

Chairman Q’Connell inquired which part of the bill Mr. Finnigan was specifically
addressing. Mr. Finnigan replied he was speaking about the bill in general which
sirigled out small, $pecial districts and GIDs not to exclude from distribution,
but to reduce or cap their distributions of Supplemental City County Relief Tax

(SCCRT) revenues.

Chairriian 0’Connsll inquired whether Mr. Finnigan understood the reason for the
change in tax distribution, due to the fact GIDs did not supply the other social
services required of the larger part of government. Mr, Finnigan respondeéd
affirmatively. The chairman coentinued by stating generally, those areas were
going to enhance the quality of life for a small section of people who should be
willing to pay for the enhancement. Mr. Finnigan answered—hs—unde :

50
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which was why he agreed with the fundarental premise of the bill. Chairman
O’Connell” explained in many situations there were cirgumstances where the
government providing the overall service was shorted funds because GIDs dnd
special districts were being subsidized by not just their own gevernmient, but

other taxpayers in the state.
l

Mr, megan emphasized general :mprovement districts in the state were formed
for many reasons, a cemmon denominator it all cases were they were formied in
outlying rural aréas wheré citiés and counties did not perform any of the
governmental services or could not perform governmental functions in those
areas. He stated in the case of the Incline Village General Improvement District
(IVGID), Washoe County couid not perform the services performeéd by IVGID,
GIDs were perforfning functiohs on behalf of ocounties,- cities, or other

governments in those rural jurisdictions.

Mr. Finnigan expounded the Tax Distribution Act of the early 19808 was
premised -on the utillzation of a formula distinguishing SCCRT as the major
source of revenues to these local governments, as opposed to ad valorem taxes.
Additionally, he recited, this measure and the premise enterpr‘lse-orlented
functions of government should not réceive SCCRT revenues was in conflict

with other legislation considered this yéar, namely, Assembly Bill (A.B.) 291.

_ASSEMBLY BILL 291: Imposes sales and use taxes for water and
wastewater facllities in certain larger cities, (BDR.
32-1485)

Sevaeral of the GIDs named as special or enterprise districts were located .in the
Tahoe Basin, Mr. Finnigan asserted. Hé noted GIDs locatad in the Tahoe Basin
had specific responsibilities régarding the preservation of Lake Tahoe other GIDs
did not have, Mr. Finnigan stated preservation responsibilities should be funded
not only by the logal residents, but by the state and federal governmients, as

wall,

Mr. Finnigan stated agreement with the premise enterprise functions should be
self-supporting and should not be receiving gevernmental revenues. Howaever,
he stressed, all governments should hé subject to the new formuld or the
derivation of a hew forrhula, whereby all enterpiise functions of governmenit
were exciuded by the calculation or the receipt of tax revenues. The end result
would be a formula would be devised to allocate SCCRT to only governmental
functions, whether in GIDs, counties or cities, Mr. Finnigan suggested. With the
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new formula, there would have to be législation to standardize thé method of
accounting for énterprise and governmental functions, he noted. Although there
were generally dccepted accounting practices with respect to accounting
functions, governments did have some latitude on thé aceounting of ‘things. For
.example, Mr. Finnigan testified, Washoe County -accourited for the public-works
funétion as a General Fund function, while IVGID accounted for similar activities
in ah entérprise fund. He noted the third pogsibility would be to exclude from
the application of the bill those local governments, special districts or general
improvement districts located within the Lake Tahoe Basin, recoghizing their
special status, and recognizing the Lake Tahoe Basin hore costs the rest of local
governments did not. Nr. Finnigan stated the fourth suggestion was io define
the functiohs of government in more than two categories, adding a third
category defined as "quasi-governmental.” He voiced sewer and water works
facilities and operations were guasi-governmental, in that the provision was for
the health and welfare of the community and couid not be performed by private
industry, which posed a problem for focal industry, Mr. Finnigan outlined tha
fifth recommendation was to provide alternate diréct-funding capabilities for the
affected local govéernment. The ability for review by the executive director of
the Department of Taxation might have built some capabilities into the bill, he
emiphasized. The sixth suggestion surrounded requiring counties of cities to
gssume the functions of the affected local governments compromised by the
legislation, otherwisé réquiring those counties io relinguish the SCCRT revenues
gained from .the legislation back to those local governments which were
compromised by the change.

‘Senator O’'Donriell questivned the impact to IVGID upon passage. of the bill. Mr.
Finnigan stated the impact to IVGID would be minimal. The formula was based
on inereased and assessed valuation for the growth rate of dssessed valuation
and the consumer price index (CPl) corréction. He noted IVGID would not be
hurt by the fact there would not be a population correction due to the limited:
growth factor. Mr. Finnigan clarified he ‘was not speaking on the bill dué to the
adverse affects io IVGID; but on the principle all governmeénts should be

affected equally.

Senator O'Donnell queried whether the CPl correction used to detéermine the tax
hase- was “cut in stone” or if the new CPl doming out of Washington, D.C:
would be utilized. Mr, Leavitt responded the annual CPl distributed by the
United States Department of Labor would be utilized.

52
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Mr. Hobbs concurred with Mr. Leavitt and expounded the abjective was to try to
provide soms index which would allow for constant purchase power of the
government dollar, Whether or not the existing or a revised CPl would bast
reflect gaveinment purchase power, it was the mest accessible statistic, Mr.
Hobbs oplned. He relayed the attsmpt was to utilize, over time; that which best
reflected the objectlve, Wthh was to maintain some level of constant purchase

powWer.

Ms. Rohr testified in opposition to $.B. 254, She drew attention to the
comprehensive analysis made by Mr. Finnigan and expressed support for the ‘
opinion set forth by Mr. Finnigan. Ms. Rohr emphasized GIDs prowded
governniental functions and gentended the bill was part of a political effort to
consolidate the GIDs with the cities and éounties, Ms. Rohr stated she did net
disagree with the censolidation in the long run, however, she declared as long
as GIDs were charged with the responsibility of providing those services the
county Was not providing, funds were hecessary to continue the provision in an

appropriate manner.

Chairman O’Connell questioned the services provided by the Kingsbury GID.
Ms. Rohr outlined the provision of road maintenance, snow rémdval, drainage,
erosion conirol, water and sewage collection. The chalrman inquired whether
water and sewage éollection were fee-structured. Ms. Rohr replied the water
and sewage . collaction was 100 pergent fee-based, Chairman O Connell
requested funding information with regaid to snow removal. Ms. Rohr
responded snow removal was supported by tax dollars. The chairman inquiréd
whethér any other road maintenance was provided by the GID. Ms. Rohr
explained Kingsbury GID was in the process of raising funds for road
reconstruction. She stated the revenue was not currently available, however,
discussion has oceurféd with the GID customer base regarding a tax override for
that purpose. Seriator O’Conhell questioned the status of the area tégarding the
$3.64 tax cap, which related to the tax override. Ms. Rahr téstifiad the tax cap

was currently at $2.35,

Senator O'Donnell inquired whether the Kingshury GID was analogous to the
Incline Village GID. Ms. Rohr indicated the Kingsbury GID was also a $3.18
district, although they provided different services. Senator O"Connell asked how
much of the Kingsbury GID budget was subsidized with SCCRT. Ms. Rohr
responded 60 percent of the GID budget was funded by SCCRT,

o3
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Mr. Hobbs clarified for those GIDs similar to Incline Village and Kingsbury, in the
past the GIDs received SCCRT, and In some cases, motor vehicle privilege
taxes. Both of those revenues were driven over the years by growth' in
assessed value, he noted. Mr. Hobbs pointed out population never entered into
the distribution of revenueés the GIDs received over the past years. From the
technical ddvisory committee’s standpoint, Mr., Hobbs emphasized, there was a
perceived difference hetween units of government providing the full litany of

services versus those providing lésser services.

Chairiian O'Coninell indicated there were proposed amendments to the bill. Ms.
Glazner proposed amendments from Michagl A, Pitlock, Executive Director,
Department of Taxation. Mr. Pitlock had suggested placing a definition of
enterprise districts in section 4, as opposed fo listing attributes, she relayed
Ms. Glazner stated amendments were submitted to the Legal Division,
Legislative Counsel Bureau, for drafting. Additionally, Ms. Glazner noted,
concerns were voiced with regard to providing a type of definition where an
enterprise-type of govérriment would allow themselves some type of a
govérnmental function, in order to qualify for a tax formula and subsequent
funding. Mr. Pitlock would work on specific language for submission at a later

date, Ms. Glazner concluded,

Senator Raggio questioned the $155,000 fiscal note which indicated the
implementation of the bill would require that amount, new positions, and related

items. The senator inquired whether the fiscal note was valid.

Ms. Glazier explained one thing the department attempted to achleve was a
consolidated distribution. It was decided a consolidated operation in this area
was also necessary, she recited. Ms. Glazner pointed out there were several
departments distributing piéces of the formula whichi could not ogeur any longer.
She stressed the need to pull all components together into one drea of the
department. Ms, Glazner testified in the Administrative Services Division there
was an employee distributing some of the excise taxes; with the SCCRT
distributed in loeal government based on formula application specific to the bill.
This section would need to be enhanced to creaté a full-time distribution center
for the department, Interacting with the Department of Motor Vehicles and
Public Safety, with the counties on the Real Property Transfer Tax, and having
the different areas of thé department subrit the information to that section for
-a masslve distribution to the local governments, she- expounded. Ms. Glazner
contended due to the size of the distribution, it could not be completed in

piecemeal fashion anymore. The result was the consolidated distribution and

™
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Page 13

statistics section e‘nhahc"lhg it with & supervigory level position and staff 1o
comipléte the distribution, she expressed.

Senator Raggio queried whether the assoclated costs werg included in the
Department of Taxation budget. Ms. Glazner stated the department would be
requesting an enharicement of the budget for the next biennium. Senator
Raggio stated the Department of Taxation needed to request an appropriate
enhancement module in the operating budget to cover these costs, assuming

they were still valid.

The chairman asked Mr. Hobbs to outline other areas in need of amendment.
Mr. Hohbs maintained the following changes were necessary:

. Page 4. line 10 - language referring to the 5-year moving average for the
determination of future revenues of a local guvernmént. If a govérnment
dld not have B years of actual assessed value in order o complete a 5-
year moving average, the language should acknowledge if 6 years were
not available, all avallable years should be utilized to make the calculation.

. Page 2, line 24 - Section 8 refeired to the local government tax
distribution fund. Technical advisory committee members requested the

addition of the language “: . . fund with a separate account for each
county to ensure the amounts for each county are being segregated for

within that fund. .

Page 26, lineés 11 and 13 - “. . . multiplying the average of the amount of
each tax included in the fund that was distributed to the local
government or special district for the fiscal years ending on Juhe 30,
1996 and June 30, 1997 by one plus the average percentage change; . .
." The wotds "average of the” should be eliminated. Additionally, én line
13, "ayerage” should be removed in order for the passage to read “. . . by

one plus to percentage change. . . ."”

° Page 14, line 12 - “, ., .whichever is less, except that the &@mount
distributed to the county must not be less than the amount specified in
subsection 10, . . .” Subsec:tlon 10 should be strickeén with the addition

of "... 'sub‘Section 5. e

812
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Ms. Glazner submitted the one additional amendmeént:
e  Page®. line 8 - Subsection noted should be “subsection 4.”

Since there was no other entity wishing to address E_e.n.aIB_B.llLZS__ the Senate
Comiriittes on Government Affairs was adjourned at 3:40 p.m.

RESPEQTFULLY SUBMITTED:

Ol MM/;&———)
/-

Deborah A. Riggs,
Committee Secretary

. APPROVED BY:

Sosatss & Crsety

Senator Ann O Connell Chairman

DATE:
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Section-by-Section Analysis of $.B, 254

1. Preamble, Legislative Declaration. The legislative déclardtion is includéd to
offer an explanation why it is necessary to enact special legislation with réSpect to fhe
enterprise districts (the named governmental entities siich as the Carson Water
Subconservancy Dis‘trict)t | .

2, Sections 1-3, Directory language and deﬁriitionlsgctjpns,.

3. Sec. 4. Sets forth the specific governmental entities that are “e_nteg?rise
districts” for the putposes of the Bill, .

4. Sec. 5. Definition of {he_ ‘éfund” (the Local Government Tax Distribution Fund),

5. Sec. 6, Défines, for the purposes of the bill, a “local government” to be a ¢ity,
county or town only:

6. See. 7. Defines, for the purposes of the bill, a “special district.” A special
district is any governmental entity which receives money from-one of the taxes included
in the find and thch is not a local government or an enterprise district. An example of a
special district is a general improvetment district,

7. See. 8. Creatés the fund as a special tevenue fund in the state treasury. Makes
| the executive director of ﬂle.depar‘tm‘ent of taxation the administrator of the fund, {The
fund contains the fol lowing taxes: liquor tax, cigargtte tax, real property transfer tax,
})asic city-county relief tax, supplemental city-county relief tax and the basic motor

vehicle privilege tax, except a for a pottion allocated to the school districts.}
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8, Sec. 9. Qualifies the govenmental entities that will receive money from the
fund. Unless a governitiental entity received, before July 1, 1998, money from orie of the
taxes included in the fund or unless the governmental enitity complies with the provisions
of section 15, it will not receive money from the fund,

9. Sec. 10, Sets forth the basic formula for distributing the money in the fund,
After the establishment qf the initial amount to bq allocated to each enterprise district,
special district and local govelﬂment pursuant to settion 35, the‘entkerprise, districts
receive the same amounts that they received in the immediately preceding fiscal year and
the Id‘cal governments and special districts receive amounts equal to the amounts they
received in the immediately preceding year adjusted for growth pursuant to the Consumer
Price Tridex, - ’

10. See. 11, {(See Chart) Sets forth the caleulations the executive director miust
perform each month for the allocation of the money in the fund. Also directs the state
treasurer to distribute the money in the fund on a monthly basis.

Subsection 2. Establishes the base monthly aflocation which is one-twelfth of the
amowmit calculated in section 10,

Subsection 3. If the executive diréctor determines there is not enough money in the
account to allocate to each enterprise district, local government and special district the
amounts they should receive pursuant to subsection 2, he must prorate and allocate to
each governmental entity an amount equal fo the percentage the governmental entity

would hdve received pursuant to subsection 2,

Subsection 4, Unless a governmental entity received less than the amount it should

have received pursuant to subsection 2 fora preceding month of the fiscal year (see — .
. . 64
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subsection 5), the executive director shall, after the base monthly allocation, allogate any
money remairing in the account'jto the local governments in the county based on the
change in population and the change in assessed valuation of propetty In the 166211
govetnment and to the special distticts in the county based on the change int assessed
valuation of property in the special district only,

Su_bs__pction 5. Réqﬁi‘tp’s the executive director to ensure that each enterprise district, '

special disttict and local government receives at least the base monthly allocation for

cach preceding month of the fiscal year before he allocates any extra motiey rémiaining in
the account pursuant to subsection 4.l

Subsection 6. Provides for the determination of the change in population of local
governtrients for the purposes of subsection 4.

Subsections 7, 8 and 9. Requires the executive director to provide estimates to the
governmental entities of the amounts they will receive from the fund for that fiscal year
and allows the governmental entities to use those estimates for prepating their budgets,

11, Sec. 12. Requires the executive director to ensure that each governmental
entity will receive at least the amount of money that was pledged to secure the payment
of any bonds o ottier obligations from any tax which is included in the fund,

12. Sec. 13, Subsection1, Prohibits an enterprise district from pledging-any
portion of the revenues from any of the taxes inchided in the fund before the effective
date of the act (July 1, 1998) to secure the paynient of bonds or obligations.

Subsection 2, Requires the executjve diréctor to ensure that a governmental entity

that is cteated between Jily 1, 1996, and July 1, 1998, doeés not, before the effective date

of the act, receive money from the taxes whicl will be included in the fund and thereby _

3
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be able to participate in the distribution of the money in the fund unless they provide the
same govetnmental services that goverinental entities are required to provide putsuant to
section 15 to be included in the distribution of the moriey in the fund,

13. Sec. 14, Sets forth the procedure by which a local government of special
district within the same county may agree to distribute the money ix the coul}'ty*S"accnunf
in the fund pursuant to au alternative formula,

Subsection 1, The governing body of each party to a cooperative agreement must
agree 10 the terms of the agreement by majority Ivote.

Subsection 2, Requires the executive director to be notified of any agreements for

altermative formulas.
Subsection 3. Prohibits a local government o special district from entering into

more than one agreement.

Subsection 4. The terms of two or more cooperative agréements in a county must
not conflict,

Sﬁbsectinn 5. A local government or special district that does not wish to participate
in a coaperative agreement. will continue to receive its share from the find pursuant to the
provisions of sections 10 and 11,

Subsection 6. The governing body of each party to a cooperative agreement must
agree to the terms of the agreement by majority vote and may amend the terms of the
agreement by majority vote. The terms may only be amended once during the first two
yeats the agreemerit is in effect and once évery year thereafier, .

Subsection 7. The governing body of each party to a cooperative agreement miust by

inanimous consént agies to terminate the agreement, :
- 63
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Subsections 8 and 9. The executive director must continue to caloulate the amount
that each party to a cooperative agreement would receive under the terms of the regular

formula, If ah agreement is terminated, the partiés would receive the amounts to which

they would be entitled under the terms of the regular formula.

14, Section 15. Provides the procedure by which a local government or special
district that is created a_ﬁ«:;r July 1, 1998, may i),e incliuded in the distribution of the money
in the fund. Such a local g:;over'mnent or special district must provide police protcétions
and at Jeast two of the following services; fite protéection; construction, maintenm;w and.
répair of roads; or parks and recreation, The governing body must submit a rcqu;est' to the
executive director on or before December 31 of the year immediately preceding the first
fiscal year that the local govcr_hri’mnt or special disteict wotild réceive money from the
fund. The exécutive director then dnalyzes the request and makes a recommendation to
the committee ot local govetnment finance, The committee on local government finance
reviews the ﬁn&ings of the éxecutive director and if it determines that an adjustment is
approptiate, it submits a recorimendation to the Nevada tax commissio., If the Nevada
tax cohnnisﬁon determines that the adjustment is appropriate, it orders the executive
director to make the adjustment.

15. Seetion 16, Makes changes necessaty for consisténey Wwith new provisions, |

16. Seetion 17. Includes the tax on liquor in the fund,

17.  Section 8. Includes the tax.on cigarettes in the fund.

18. Section 19. Includes the tax on the transfer of real property in the fimd.

19.  Seetion20. Includes the basic city-couinty telief tak in the fund.

64
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20. Sections 21 and 22. Includes the supplemental city-county relief tax in the
fund. | |

21. Sections 23 and 24, Providés for adjustments in the allowed taxes ad valorem,
population and assessed valuation of govemmental‘ entities when the ﬁmctibn_s of one

governmental entity are assumed by another,

22. Section25. Locates sections 23 and 24 within the Local Govérninent Budget

~

Actin Chapter 354 of NRS. ~ | :

23. Sections 26 to 30, Make changes necessary for consisténey with new
provisions. |

24, Sections 31 and 32. Inplud;s the basic motor vehicle privilege tax in the fund.
The portion of the tax which i allotted to the school district of the county must receive its
share of the money in the county’s account in the fund that is derived from this tax before
any remaining money may be distributed to the other governmerital entities.

25. Section 33 and 34. Make changes necessary for consistency with new
provisions.

26, Section 35, Se;s the amounts the executive ditector shall allocate to the
enterprise districts, local governments and special districts for the initial year of
distiibution pursuant to the new formiula. The initial year of distribution is the fiscal year
ending on June 30, 1999.

Subsection 1. Sets the amount that each enterprise district will receive at the
average amount that the entérprise district received from the proceeds from each tax

inoluded in the fund for the fiscal years ending on June 30, 1996, and June 30, 1997.

- 65
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Each enterprise district will receive this same amount each year pursuznt to the new
formuila,

Subsection 2.  Scts the-amount that each local government and special distriot will
receive in the initlal year of distribution by taking the avérage amount that the local

government or special district received for the fiscal years ending on June 30, 1996, and

June 30, ’1997, and adjusting that amount by the total of the amo;mté received by the local
goverﬂm‘ents and special df'iStn"éts located in the sa;ne county and the average percentage
change in the Consumer Price Index for the period frém July 1, 1997, to December 31,
1997, |

27, Section 36, Provides the prgcedure by which the governing body of a local
government of special district that receives, before July 1, 1998, any portion of the
proceeds from a tax which is ircluded in the fund may petition for an adjustment to the
amounts it-will receive from the fund for the initial year of distribution. The governing
body must requiest the adjustment on or before December 31, 1997, The governing body
submits the request to the executive director who then analyzes the request and makes a
recommendation to the committee on local government finance. The committée on local
governiment finance reviews the findings of the executive director and if it determines
that an adjustment is appropriate, it submits a recommendation to the Nevada tax
- commission, Ifthe Nevada tax commissioti determings that the adjustment is
appropriate, it orders the executive director to make the adjustment,

28. Section 37. Requires the executive director to calculate, on or before

September 15, 1997, the amount each enterprise district will recelve,

7 66
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29. Section 38, Efféctive dates,
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MINUTES OF THE L
SENATE COMMITTEE ON GOVERNMENT AFEAIRS

Sixty-ninth Session

Ann O'Connell, at 2;40 p.m., on Wednesday, April 30, 1997, in Room 2149 of
the Legislative Building, Carson City, Nevada. Exhibit A is the Agenda;
Exhibit B is the Attendance Roster. N

COMMITTEE MEMBERS PRESENT:

Senator Ann O'Connell, Chairman
Senator William J. Raggio, Viee Chairman
Senator Jon C. Porter

Seénator William R. O’Donnell

Senator Raymond C. Shaffer

Senator Dina Titus

Senator Michael A. (Mike) Schneider

Senator Mike McGinness, Central Nevada Senatorial District
Senator Dean A. Rhoads, Northern Nevada Sénatorial District

' STAFF MEVIBERS PRESENT:

Dana R. Bennett, Committee Policy Analyst
Scott G. Wasserman, Chief Committee Counsel
Deborah A. Riggs, Committee Secratary

OTHERS PRESENT:

John P, Sande lll, Lobbyist, Airport Authority of Washae County

Jeannine Coward, Legislative Coordinator, Office of the Lieutenant Governor

Larry D. Struve, Chief, Office of Business Finance and Planning, Department. of
Business and Industry _

Dale A.R. Erquiaga, Chief Deputy Secretary of State, Office of the Secretary of
State

Thomas J. Grady, Lobbyijst, Executive Director, Nevada League of Cities

Ray Espinoza, Mayor, City of Lovelock

The Senate Committée on Government Affairs was called to order by Chairman : %

Bjorn Selinder, Manager, Churchill County
68
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. Senate Committee on Government Affairs
April 30, 1997
Page 10
notification would pose a problem for him, Mr. Kramer expressed he was sure
that would not be difficult for the smallér counties. The chairman questioned
whether this would be a problem for Clark and Washoe counties.
Representatives from both counties contended there might be some fallout, but
did not foresee a probiem.

SENATOR O'DONNELL MOVED TO AMEND AND DO PASS SENATE BILL

SENATOR SHAFFER SECONDED THE MOTION.

THE MOTION CARRIED. (SENATOR SCHNEIDER WAS ABSENT FOR THE
VOTE.) ~ .

LA N

‘ The chairman opened discussion on the amendment to Senate Bill (S.B.) 254.

SENATE BILL 254: Makes various ¢hanges to formulas for distribution of
certain taxes. (BDR 32-314)

Scoit G. Wasserman, Chief Committee Counsel, Legal Division, Legislative
_ Counsel Bureau, read from the final page of the amendment which contained a
description of the changés. Mr, Wasserman explained the proposed amendment
changed the definition of enterptise district and enabled the executive director of
the Department of Taxation to dstermine which districts were entérprise
districts for the purposes of the bill. He expressed the amendment ensured the
. provisions of subsection 5 6f NRS 354,5987 - did not apply to the calculations
made pursuant to sectlon 35 of the bill for an unincorporated town. Mr,
Wasgserman stressed a provision was added which increased the sllocation
made, pursuant to subsection 2 of section 10 of the bill, for the fiscal year
2000/2001 for ‘unicorporated towns which would have received a distribution of
the proceeds of the basic privilege tax beginning in the fiscal year 2000/2001
by the amount the town would have réeéived, but for the provisions of the bill
and included the amounts In the base of the town for future years. Finally, he
testified, the proposed amendment added an appropriation to the Department of
Taxation for costs associated for the implementation of the bill and made other

‘ technical carrectlons.

CaddB 6635




Serjate Committee on Government Affairs

April 30, 1997

Page 11

Brenda .J. Erdos, Législative Cotnsel, Legal Division, Leglslatwe Counsel Bureau,
detailed the aforementioned changes discussed by Mr. Wasserman, In addition,
Ms. Erdos defined technical deletions necessary for the enactment of the

amendment.

Chairfan O'Connell. commended Ms. Erdos and Mr. Wasserman for the last-
minvte compilation afd completion of amendments t6 S.B. 264. Senator Raggio
mentioned there was previous discussion regardlng ah amendment to section 8
of the bill, which would requiré separate accounts for each county. Ms. Erdos
tesponded the senator was correct and the changes were not in the amendment.

She offered to add the provision.

Chairman O'Connéell |nqu1red whether Dana R. Bennett, Committee Policy
Analyst, Rasearch Division, Legislative Courisel Bureau, had the opportunity to
review the amendment to ensure SpeCJfIC changes occurred, Ms, Bennett
confirmed she reviewed the amendment and the chairman’s concerns were

addressed.

Senator Raggio pointed out section 35, page 26, line 11, subparagraph a. The
senator mentloned the committee had discussed striking the word “average.”
Senator Raggio quéstionsil whether the word was removed in the amendment,
Ms. Erdos responded negatively. Maivin Leavitt, Lobbyist, Director,
. Intergovernment/Community Relations and Policy Research, City of Las Vegas,

interjected the flrst reference to “average” was concluded to be acceptable.
The “average” on line 13 should be delsted, Mr. Leavitt opined.

Chairman O’Conna” closed the work séssion on S.B. 284 and gommenced

discussion on Senate Bl (S.B.) 148,

SENATE BILL 148: Autharizes department of human resources and
department of education to issue subpoenas to compel
attenidance of witnesses at certain administrative

hearirigs: (BDR 18-591)

The chairman explamed the amendment befora the committee members outlined
the subpoena powers in S8.B. 148 could only apply to that specific sectlon of

law,

69
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. MINUTES OF THE
SENATE COMMITTEE ON GOVERNMENT AFFAIRS

Sixty—njnth Session
* May 2, 1997

The Senate Cominittee on Government Affairs was called to ordér hy Chairman
Ann O Connell, at 11:35 a.m,, on Friday, May 2, 1997, in Room 2148 of the
Leglslattve Building, Carson City, Nevada. Exhnbit Als the Agenda. Exhibit B is

the Attendance Roster. E

COMMITTEE MEMBERS PRESENT:

Senator Anh O'Connell, Chairman
Senator William J. Raggio, Viee Chairman
Senator-Jon C. Porter
Senator William R, O'Donnell
Senator Raymond C. Bhaffer

. Senator Dina Titus

Senator Michael A. (Mike) Schneider
STAFF MIEMBERS PRESENT:

Dana R. Bennett, Committee Policy Analyst
Kim Marsh Guinasso, Commitiee Counsal
- Angela Culbert, Committee Sécretary

OTHERS PRESENT: _
Michael A, Pitlock, Executive Director, Department of Taxation
Marvin A, Leavitt, Lobbyist, City of Las Vegas

Mary Wa’]ker, Director, Finance/Redevelopment; City of Carson City
Mary E. Henderson, Lobbyist, Washoe County

Chairman O’Coninell opened the meeting with a review of the latest amendment
(Exhibit C) on Senate Bill {5.8.) 264

_SENATE BILL 254:  Makes various changes to formulas for distribution of
. éertain taxes. (BDR 32-314)
6 Chairman Q'Connell noted language offered on page .1 of the proposed
amendment in section 8, page 2, line 25 of the bill which would delete the
70
Case lg(;? %’6851

TA 190




Sepate Committee on Government Affairs
May 2, 1997
Page 2

period and insert, “with a separaté acedunt for Carsan City and each county,”
was an incorrect change. She explained the language was supposed to be taken
out per the previous committee discussion of the legisiation.

Michael A. Pitloék, Executive Director, Department of Taxation, clarified it is
unnecessary for a separate accotint be created at the gontroller's office for each
county and Carson City for proper accounting of distributions as the accountirig
is done within the department. He recognized this language would add a
complication to the process by creating separate accounts for each county and
Carson City which could potentially delay timely distributions from the fund to
local governmerts. The Department of Taxation, he explained, has been
working to ensure distributions are made as fimely as possible to local
governments to avoid cash flow problems,

Senator Raggio maintained local govemment had previously indicatéd separate
accounts were necessaty, Mr. Pitlock testified some participants expressed
concern about the ability to ensure the integrity of the first tier of distribution
since the remainder of 8.B. 254 dedls solely with the second tier, The first tier,
he assérted, is adequately protected through language: in the bill, and, therefare,
separate accounts established by the coitroller's office is unnécessary.

Chairman O'Connell requested Kim Marsh Guinasso, Committes, Counsel, Legal
Division, Legislative Counsel Bureau, review the proposed amendment (Exhibit
C) and the corresponding segtion-by-section analysis of 5.B. 254 (Exh|b|t D).
Ms. Guinasso outlined the changes made beginning with the addition of a
section 12.5 in which the executive director determines an entlty to be an
enterprise district, noting section 4 provides an adjusted definition of an
enterprise district.  She explained the criteria for the executive director’s
determination is set forth in new section 12.5 of the bill. The riéxt provision she
summarized amends section 14 by changing singular language to plural thereby
allowing the governing bodies to enter into more than one cooperative
agreement providing the same local government or special distrigt was not
involved. She expounded the city of Sparks could enter into one cooperative
agreement With Reno and another with Washoe County as long as ths terms of
the agreements did not conflict with each other as determined by the exécutive

director.

Senator Raggio expressed the change would be foo limiting and guestioned
whether Rero and Sparks could éenter into more than one local cooperanve
agreement, Ms. Guinasso clarified the provision would apply érbe Y
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of a cobperative agreement to establish an alternative formula for the
distribution of taxes, She continued explaining the requirement of “unanimous
consent” to terminate the agreement is eliminated in section 14, page 7, line 10

of the bill.

Ms. Guinasso outlined new section 18.5 of 5.B, 264 (Exhibit C), explaining this
waould clean up ltanguage to ensure there would be no conflicts in existing law,
Senator O'Donnell quastioned whether theses changes would result in depletiori
of monay from the Highway Fund. Ms. Guinasso responded the Highway Fund
would not be impacted as the changas congern the portion of the basic motor
vehicle privilege tax going to local goveinments.

Ms. Guinasso stated section 21.5 is a new change added on the advice of bond
counsel to amend Nevada Revised Statutes (NRS) 377.080, a provision
safeguarding bondholder cantracts, to ensure any bonds issued before the
effective date of the bill remain unichanged. The change, she added, also
determines the base pledged would remain congtant. Marvin A, Leavitt,
Lobbyist, City of Las Vegas, verified this explanation to be a correct summation
of the proposed changes. He furthered by stating a permissive plédge existed in
statutes dealing with a supplemental ¢ity/county relief tax to be lsed for the
payment of bonds. With passage of the legislation, he explained, each
goverriment would receive money from this one fund, and, therefore, the
Supplemental City County Relief Tax (SCCRT) loses its identity. Mr, Leavitt
recognized the provision to be a means by which to guarantée money originally
pledged for the repayment of the bonds will remain while providing the way In
which this system will be operated in the future. He explained this intent- was
thought to have been covered in the initial drafting of the legislation, though,
upon review, a concern was raised a lesser amount would be available pledged
for the repayment of bonds. Chairman O’Connell remarked this language would

ensure the bond paymient would be protected,

Continuing her revisw of the aimendment proposal {Exhibit C), Ms. Guinasso
explained, the references to "average” would bé deleted in section 35 of the bill
as a result of concern raised by Senator Raggio. This section is further
amended, she noted, by changing subsection 3 to provide theé change to NRS
3654.5987 added in Senate Bill (S.B.) 556 of tha Sixty-eighth Sessiqh‘ would not
apply to the caleulations made for the base of unincorporated towns.

7R
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SENATEBILL 556

OF THE SIXTY-EIGHTH SESSION : Provides additional circumstances for
‘cieating  unincorpérated towns and
revises provisions governing

establishment of basic ad valorem
révénua for certain local governmients.

She spetified the amendment to section 35, subsection 3, paragraph (a) of the
bill provided the base would not be affected by those provisions set forth in
subsection b of NRS 354.,5987. The referericed séction of NRS, she indicated,
has a scheme which establishes a percentage gradation and the proposal would
éliminate that calculation from the caleulated base thereby bringing
unineorporated towns up to 100 percent to match other entities. The
amendment to section 35, page 26, line 26 of thé hill, she noted, deletes all of
subsection 4 and inserts language addigssing the concern regarding incorporated
towns which would have received the procseds of the basic privilege tax in the
Fiscal Year 2000-2001. The change, she  explained, would bring the
unincorporated towns back to the amount which they, without the privilege tax,
would have otherwise recsived. Mr. Leavitt recognized the original selution to
the town problem was in NRS which, he noted, would be deleted in 8,B; 254,
as it deals with the previous formula for the distribution of the basic privilege
tax, The proposal has been written, he pointed out, allowing the language, "a§
that section existed on July 1, 1996," to Handle repealing one section of statute
Wwhile ¢ontinuing to use the statute as a réferral point guaranteeing these towns
will receive the amount which would have otherwise been recelved in Fiscal

Year 2000-2001.

Chairman ¢’ Connell clarified although the statute would no longer exist, the law
shall bé enacted at the spscified point. Mr. Leavitt said the law shall he
referericed for this one provision, which, he noted, has heen done In tax law
previously. Ms. Guinasso contintied, explaining the amendment to section 37 of
§,B. 254 was made because of the new scheme set forth for determining
enterpnse districts changed the timing thereby pushing the notification deadline
back to January 1, 1998. Additional language, she indicated, provides the
director shall notify each governmental entity determined to be an enterprise
district and shall calculate the amount each enterprise district will receive with
notification by January 1, 1998, rather than September 15, 1997. She pointed
out the section would provide any governmental aritity the exeocutive ditector
determines as an entérprise district the oppartunity to appeal the determination
to the Nevada Tax Commission prior to April 1, 1998, with natification of the
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intended appeal given to each of the ather logal governments and special
districts located withih the relevant county. The Nevada Tax Commission, she
added, is directed to hear the appeal and to issuse an order sither confirming or
reversing the decision of the executive director on or before July. 1, 1998. The
new definitions of enterprise district; local governiment and special district are
set forth In section 37, subsection 4, she acknowledgad.

Ms. Guinasso concluded by drawing attention io new section 37.5 of the bill
which establishes the appropriations requested by the Department of Taxation,
Amendments to section 38, she summarized, claiify the placing of these new
sactions, and, she recognlzed secfions 12.5 and 37.5 are made effectlve upon

passage and approval,

Mary Walker, Director, Finance/Redevelopment, Carson City, indicated she had
received letters from the président and vice president of the Skyline General
lmprovement Distriet, but noted she has not had the opportunity to réview them

in depth.

Chairman Q'Connell asked Mary E. Henderson, Lobbyist, Washoe County, to
sharé objections from Douglas County with the committee and recognized one
gongern pertaining to the push for creation of towns and cities out of various
districts. The disagreemerit specified stéms from the fact special districts do
. hot feel any obligation to assume responmbmtles the counties rmust perfarm

although the various districts receive a partion of the counties’ monsey. Ms.
Henderson explained the technical advisofy conmimittee has nat finished
reviewing special districts nor the way in which thess districts will he handled.
She maintained the bill would not force the special districts to become a city,
but does provide indentives to allow rational mergers and consolidations. She
pomted out there had beeri much participation by general improverent districts
{GID) in discussions regarding the tax-distribution formula and noted Chairman
O’Connell's request in S.B. 253 for the inclusion of special districts in the
contiriued wark of the technical advisory committee to ensure a voice for all

entities as the issue progresses.
SENATE BILL 253: Creates legislative committee to study distribution
among local governments of revenue from state and
local taxes. (BDR 17-193)
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Every government affected, Ms, Henderson stressed, will remain at today’'s
dollar level, noting many special districts have never patticipated in the effected

pool of resources to hegin with,

Chairman Q'Connell noted Senator Raggio had suggested the committee request
the amendment be drawn up in its current form and provide notificaticn of the
next hearing on the bill for the special districts. She explained special districts
have not been addressed in the legislation to provide ongoing discussions with
the technical committée. Theé chairman noted the special districts have been
added to the technical committee. She recognized their concerns had' been
addressed in a technical committee hearing and were found inapplicable to S:B.

254,

Senator Raggio expressed concern r’egarding the negative feedback from
represéntatives of the special dlstrlcts, indicating time existed for these
opponents to provide further explanation of their cohgerns for the record.

Chairman O’Connell concurred.
Ms. Henderson stated for the record:

From the perspective of Washoe County, we Have always, and |
think it is véry consistent throughout this whole process we've [we
have] been through, been extremely sensitlve to the needs and the
input from Sun Valley GID; [and] from IVGID, the Incline Valley
General Improvement District. We recognize their value In the
community and the service that they provide 1o our citizens. And |
think we Rave really worked hard to try to bring those ¢oncerns
forward and deal with them rationally. And | also ca-chaired the
* gommittee that was dealing with the special district issue as well,
and hope that as Wwe continue ‘this work that we can glarify what
same of their concerns are because | think it's [it is] a bit confusing
right now to all of us as to what their true concerris are and what
the impact, the negative impacts, of this bill are to them. So, that

would be very helpful.

Chairman O'Connell stressed, as & result of testimony before the technical
committee, she did not believe the special districts had an understanding of the
proposed legislation as they continué to perceive something other than what
5.B. 254 contains. She asked fot a vote on the amendment.
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SENATOR RAGGIO MOVED TO AMEND 8.8, 254 WITH THE REQUEST IT
BE RETURNED TO THE COMMITTEE FOR REVIEW.,

SENATOR O’DONNELL SECONDED THE MOTION.

“THE MOTION PASSED UNANIMOQUSLY.

R KRN

Notirig the special districts would be nhotified prior to the next hearing on the
issue; Chairman O'Connell adjourned the meeting at 12:05 p.m.

RESPECTFULLY SUBMITTED:

. AngelgfCulbert,

Committee Secretary

APPROVED BY:

Senatar Arin O'Corinell, Chairman

F Y

DATE:
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SENATE BILL 254**
PROPOSED AMENDMENT by the SENATE COMMITTEE ON
GOVERNMENT AFFAIRS

r
A »
: ~

(Preparcd by Committee Counsel)

Amend the preamble of the bill, page 1, by deleting lines 1 fhirough 6.

Aniend see. 4, pages 1 and 2, by deleting lines 17 through 20 on page 1 and lines 1
through 12 on page 2 and insetting:

“See. 4. “Enterprise district » means a governmental entity which:

1. Is not a county, city or town;

2. Receives any portion of the proceeds of a tax which is included in the find; and

3, Is designated by the executive director as an enterprise disirict pursuant to the
provisions of section 12.5 of this act.”.

Amend sec. 8, page 2, lme 25, by deleting the period and inserting:

“with a separate account for Garson City and each couinty.”,

Amend sec. 11, pagé 5, line 8, by deleting “3” and inserting “4”.

Aiiend the bill as a whole by adding a new section designated sec. 12.5, following sec.

12, to.read as follows:

“Sec, 12:5 1. The executive director shall deterining Whether a governmental entity

which is not a county, city or town is an enterprise disirict,
. . = 5
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2. In determining whether a governmental entity is an enterprise district, the executive
divector sfiall consider:
(0) Whether the governmental entity should decount for substantially all of its operations
in-an enterprise fimd as that term is defined in NRS 354.517;
(B) The number and type of governmental services that the governmental entity provides;
(c) Whether the goverrmiental entity provides a product or a service direcily 1o a user of
that product or service including, without limitation, water, sewerage, television and
sanitation; and
(d) Any other factors the executive director deerits 1o be rélévant in determining whether
a governmental entity is an enterprise district.”,
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Amend the bill as 2 whole by adding a new section designated sec. 18.5, following sec,
18, to read as follows:

“Sec. 18.5, NRS 371.230 is hereby amended to read as follows;

371.230 Except as otherwise provided in NRS 371.1 035‘[/,] or 482.180, money

collected by the department for privilege taxes and penalties pursuant to the provisions of
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this chapter must be deposited with the staté treasiirer to the credit of the motor vehicle

fimd.”.
Amend sec. 21, page 14, line 13, by deleting “6. * and inserting “5.”.
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Amend sec. 35, page 26; line 13, by deleting “average”,
| Amend sec. 35, page 26, line 22, by deleting “average™,

Amend sec. 35, page 26, by deleting linés 24 and 25 and insetting:

“3, TForthe p,m]‘mses of this section:

(a) For any unincorporated town to which the provisions of subsection 5 of NRS
354,5987, as that section existed on July 1, 1996, applied, the amounts described in
sibparagraphs (1) and (2) of paxagraph (a) of subsection 2 must b adjusted to equal the
amounts that could have been received by that mincorporated town but for the ‘p‘ri:oyi’si(:omi:j
of subsection 5 of NRS 354.5987, as that section existed on July 1, 1996

(b) The fiscal year ending on June 30, 1999, is the initial year of distribution.”.

Amenid see, 35, page 26, line 26, by deleting “4.” and inserting:

G
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“4, For fiscal year 2000-2001, the executive director of the depattment of taxation shall
increase the arount which would otherwise be allocated purstiant fo subsection 2 of section
10 of this act to each unincorporated town which was created after July 1, 1980, and before
July 1, 1997, for which the Névada tax commission established the allowed revérue from
taxes ad valorem or basic ad valorem révenue pu’rfsuani to subsection 4 of NRS 354.5987, as
that section existed on July 1, 1996, by an amount equal to the amount of basic privilege tax

that would have been distributed to the unincotporated town:

(a) Pirsuant to NRS 482.181, as if the provisions of NRS 482.181 which exié‘tedon July
1, 1996, were still in effect; and

(b) A$ if the tax fate for the unincorporated town for the fiscal year beginning on July 1,
1980, were a rate equal to the average tax rate levied for the fiscal year beginning on July 1,
1980, by other unincotporated towns included in the same common levy authorized by NRS
269.5755 which were in existence on July 1, 1980.

5. The additional amgunt of money allocated to an unincorporated town pursuant to
subsection 4 must continue be troated as a regular part of the amount allocated to the
unincorperated town for the purposes of defermining the allocation for the town pursuant to
subsection 2 of section 10 of this act for all fature yeats.

6.,

Amend sec. 37, page 28, line 26, by deleting “September 15, 1997, and inserting

“January 1, 1998,

-
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Amend sec. 37, page 28, by deleting lines 27 through 30 and inserting:
“of the department of taxation shall:

(a) Notify each governmental entity he determinies i§ an enterprise district pursuart to

section 12:5 of this act of that designation; and

(b) Caleulate the amount each enterprise district will receive pursuant to subsection 1 of
section 10 of this act.

2. Any governmental entity that the executive directot determines is an enterprise
district pursuant to section 12.5 .of‘th;'s act may appeal that determination to the Nevada tax
commission on or before April 1, 1998, The governing body of the govetnmental entity
rmust notify each of the other local governinents and special districts that is located in the
same cotinty of the appeal,

3, TheNevada tax commission shall convene a hearing on the appeal and issue an
order confirming or reversing the decision of the executivé director on or before July 1,
1998.

4, As used in this section:

(a) “Enterprise district has the meaning ascribed to it in section 4 of this act.

(b) “Local governiment” has-the meaning ascribed to it inn section 6 of this act,

() “Special district” has the meating ascribed to it in section 7 of this act.”.

Amend the bill as whole by adding a new section designated see, 37.5, following sec. 37,

to read a5 follows:

6
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“Sec, 37.5. 1, Thereis hereby appropriated from the state general fund to the
deépartment of taxation for the personnel, equipment and costs of operation necessary to

administer the provisions of this act:

For the fiscal year 1997:98...cnvvvcerivernririnenn $137,814

Fot the fiscal year 1998:99.......cuveverererereens $127,200

2. Any balance of the sums appropriated by subsection 1 of thiis section remaining at the
end of the respective fiscal yeats must not be cominitted for expenditure after June 30 and
reverts to the state generil find 48 soon as all payments of moriey comitted have bieen
made.”. \

Amend sec. 38, page 28, line 31, by deleting:

12, 13 and 37" and inserting:

“12, 12.5, 13, 37 and 37.5".

[The proposed amendment changes the definition of “enterprise district” and enables the
Executive Director of the Department of Taxation to determing which districts are
enterprise districts for the purposes of the bill, amends NRS 3".7’7{080 to ensure that the
effect of the changes made by the bill do not impair the bondholder contracts for any bonds
issued before the effective daté of the bill, ensures that the provisions of subsection.5 of

NRS 354.5987 (added in S.B. 556 of the 68th session) do not apply to the calculations made
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pursuant to section 35 of the bill for an unincorporated town, adds a provision which

inicreases the allocation made pursuant to subsection 2 of section 10 of the bill for the fiscal

year 2000-2001 for unincorporated towns that would have received a distribution of the

proceeds of the basic privilege tax beginning in fiscal yedr 2000-2001 by the amount the
town ‘would have received but for the provisions of this bill and includes the amount in the
base for the town for futire years, adds an appropriation to the Departrnent of Taxation for-

costs associated with the implementation of the bill and makes techhieal cortections to the

bill.]
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Section-by-Section Analysis of S.B. 254
(as proposed to be amended)
(The changes made to 5.B. 254 by the proposéd amendment are Kl fehted.
Sections 1-3, Directory language and definition sections.
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Sec, 5. Definition of the “fund” (the Local Government Tax Distribution Fund).

Sec. 6, Defines, for the purposes of the bill, a “local govertiment” to be a city,
county ortown only.

See, 7. Defines, for the purposes of the bill, a “special district.” A special distriot is
any governmental entity which receives money from one of the taxes included in the fund
and which is not a local government of an efiterprise disttict. An example of speci,;ll
district is a general improvement district.

Sec, 8. Creates the fund as a special revenue fund in the state treasury} \;g;“ﬂ}: \

TarerCount HaTEG ﬁm LY. Makes the executive director of the department of

Y
er RN A e T v i

taxation the administrator of the fund. {The fund contains the following taxes: liquor tax,

cigarette tax, real property tiansfer tax, basic city-county relief tax, supplemental city-

county relief tax and the basic motor vehicle privilege tax, except a for a portion allocated

to the school districts.}
&5
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Sec. 9. Qualifies the governmerital entities that will receive money from the fund.,

Utiless a governmental entity received, before July 1, 1998, rioney from one of the taxes

included in the fand ér unless the governmental entity complies with the pravisions of

sedtion 15, it will not receive money from the fund.

Se. 10, Sets forth the basic formula for distributing the money in the fund. After
the establishment of the initial amount to be allq.catdd to each enterprise district, special
district and local g‘ovf:m.x'mn‘t= pursuant to section 35, the enterprise districts receive the
same amounts that they received in the immediately preceding fiscal year and the local.
governments and spevial districts receive amounts equal to the amounts they received in
the immediately preceding year adjusted for growth pursuant to the Consumer Price
Index,

See. 11, Sets forth the calculations the executive director must perform each month
for the allgeation of the money in the fund, Also directs the state treasurer to distribute
the money in the fimd on 2 monthly basis,

Subsection 2. Establisties the basé monthly allocation which is one-twelfth of the
amount calculated in sef;tion 10.

Subsection 3, If the executive ditector determinies there is not etough money in the
account t0 allocate to each enterprise district, local govertiment and special district the
amounts they should receive putsuant to s‘ub'séétison 2, hie must prorate and allocate-to
each governmental entity an amount equal to the percentage the governinental entity
would have received pursuant to subsection 2.

Sulisection 4. Unless a governmental entity received less than the amount it shiould

have received pursuant to subsection 2 for a preceding monith of the fiscal vear (see
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subsection 5), the execntive director shall, after the base monthly allocation, allocate any
money remaining in the account to the local governments in the county based on the
change in population and the change in assessed valuation of property in the local
government and to the special distticts in the county based on the change in assessed

valuation of property in the special district only,

Subsection 5. Requites the exeoutive diiector to ensure that each enterprise district,
special district and local government receives at ledst the base monthly allocation for

each preceding month of the fiscal year before he allocates any extra morey remaining in

the account pursuant to subsection 4.

Subsection 6. Provides for the deterthination of the ¢hange in population of local
governments for the purposes of subsection 4.

Subsections 7, 8 and 9. Requires the executive director to provide estimates to
the governmental entities of the amounts they will receive from the find for that ﬁécal
year and allows the governmental entities to u.s"eA those estimates for preparing their
budgets.

Sec. 12, Requires phe executive director to ensure that each governmental entity will
receive at least the amount of monéy that was pledged to secure the payment of any

bouds or other obligations from any' tax which is iricluded in the fund.
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Sec. 13. Subsection 1. Prohibits an enterprise district from pledging any portion
of the revenues fiom any of the taxes included in the find before the effective date of the
act (July 1, 1998) to secure the payment of bonds or‘obligations.

Subsection 2. Requires the exécutive director to ensure that a governmental entity
that is created between J;.'lly 1, 1996, and July 1, 1998, does not, before the effective date
of the act, receive money fiom the taxes which will be included in the fund and ghereby.
be able to participate in the distribution of the money in the fund unless they provide the
sani¢ governmental services that gbvennnemal entities are required to provide pursuant to
section 15 to be included in the distribution of the money in the fund.

Sec, 14, Sets forth the procedure by which a local government or special district
within the same county may agree to distribute hie money in the county’s account in the
fund pursuant to an altetnative formula.

Subsection 1, The governing body of each party to a cooperative agreement must
agree to the terms of the agreement by majority vote,

Subsection 2, Requires the executive director to be notified of any agreements for
alternative formulas,

Subscetion 3. Prohibits a local goveriiment or special district from entering into
more thah one agreement,

Subsecction 4, The terms of two or more cooperative agreements in a county tust

not conflict,
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. Subsection 5. A local government or special district that does not wish to
A participate in a cooperative agreement will cohtinue to receive its share fﬁom the furid
pursuant to the provisions of sections 10 and 11.
Subsection 6. The governing body of each pirty to a cooperative dgréement must

agree to the terms of the agreément by majority vote and may amend the terms of the

agreement by tajority vote. The terms may only be amended once during the fitst two
years the agreement is in e,fféct and once every yedr thereafter.
Subsection 7. The governing body of each party to a cooperative agreement must

by unanimous consent agree to terminate the agreement.

Subsections 8 and 9. The executive director must continue to calculate the armnount

that each party to a cooperative agresment would receive wider the terms of the regular

. formula. If an agreement is terminated, the parties would receive the amounts to which

they would be erititled under the terims of the regular formula,
Sec. 15, Provides the proceduite by which a lo¢al government ot special district that
is created after Jaly 1, 1998, may be included in the distribution of the money in the fund.
Such a local govemment or special district must provide police protections and at least
two of the following services: fire protection; construction, maintenance and repair of
roads; or parks and recteation. The governing body must submit a request to the
executive director on ot befoie December 31 of the year immediately preceding the first
fiscal year that the local governmient or special distriet would receive money from the
fund. The executive directqr'fhen analyzes the request and makes a recornmendation to
. the commiitee on local government finance. The committee on local government finance

reviews the findings of the executive director and if it detetmines that an adjustment is
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appropiate, it submits a reconimendation to.the Nevada tax commission, If the Nevada
tax commission determines that the adjustinenit is appropriate, it orders the execitive
director to make thé adjustment.

Sec. 16, Makes changes necessary for consistency with néw provisions,

See. 17. Includes the tax on liquor in the fund.

Sec, 18. Includes ghe tax on cigarettes in the fiind.
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Sec, 19. Includes the tax on the transfer of real property in the fund,

See, 20. Includes the basic city-county relief tax in the fund.

Sees. 21 and 22. Includes the supplemental city-county relief tax in the fund.

Secs. 23 and 24. Provides for adjustments in the allowed taxes ad valorem,
population and assessed valuation of governmental entities when the functions of one
* governmental entity are assumed by another,

See, 25. Locates sgctions 23 and 24 within the Local Governiment Budgét-Act in
Chapter 354 of NRS.

Secs, 26 to 30. Make changes necessaty for consistericy with new provisions.

Sécs. 31 and 32, Includes the basic motor vehicle privilege tax in the fund. The
portion of the tax which is allotted to the school district of the courity must receive its
ghare of the money in the county’s account in the fund that is derived from this tax before

any remaining money may be disttibuted to the other governmental entities.
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Secs, 33 and 34. Make changes necessary for consistency with new provisions,

Sec. 35. Sets the amoimnts the executive director shall allocate to the enterprise
districts, local govetniments and special districts for the initial year of distribution
pursyant to the new formuld. The initial year of distribution is the fiscal year ending on
Junie 30, 1999,

Subsection 1. Sets the amount that each enterprise distiict will receive at the
average amount that the 'éntcipri_se district received from the proceeds-froﬁl gach tax
inctuded in the fund for the fiscal years eriding on June 30, 1996, and June 30, 1997.
Eagh enterprise district will receive this same amount each year pursuant to the new
formula,

Subsectioni 2, Sets the amount that each local govetnment and special district will
teceive in the initial yedr of distribution by taking the average amount that the local
government or special district received for the fiscal years ending on June 30, 1996, and
June 30, 1997, and adjusting that umount by the total of the amouuts received by the local
governments add special districts located in the same county aud the pefcentape change

in the Consumer Price Index for the period fromi July 1, 1997, to December 31; 1997.
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SHbSCCHon. A, ncreases the allocation made pursuant to subsection 2 of section 10

WAL

of the bill for the fiscal year 2000-2001 for unincorporated towns that would have
received a distribiition of the proceeds of the basic privilege tax beginning in fiscal year
20002001 by the amount the unincorporated town would have received but for the

provisions of this bill and includes the amount in the base of the unincotporated town for

g

future years. _ -

Sec, 36, Provides ﬂ;é ‘p‘r.oce’dure by which t]ie':govenéng ]:)Odj’ of a local government o
or special disttict that receives, before July 1, 1998, any portion of the proceeds 'ﬁom a.
tax which is included in the fund may petition for an adjustment to theé amounts it will
receive from the ﬁlﬁd for the initial year of distribution. The governing Body- must
regiiest the adjustmerit on or before December 31, 1997, The governing body submits the
requcétto the executive director who then analyzes the request and makes a
recommendation to the committee on local governmerit finance, Thé cominittee on local

government finance reviews the findings of the gxecutive director and if it determines

" thet'an adjustmént is appropriate; it submits a recommendation to the Nevada tax

commission. If the Nevada tax commission determines that the adjustment is

appropriate, it orders the executive director to make the adjustment,
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See. 38. Effective datesl. Sections 1 to 7, inclusivs, 12, %, 13,37 and m

become effective upon passage and approval. All others become effective on July 1,

1998.
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MINUTES OF THE
SENATE COMMITTEE ON GOVERNMENT AFEAIRS

Sixty-ninth Segsion
May 5, 1997

The Senate Committee on Government Affairs was called to order by Chairman
ARn O'Connell, at 2:12 p.m., on Monday, May 5, 1997, in Roomn 2149 of the
L egislative Building, Carson Clty, Nevada. Exhibit A is the Agenda. Exhibit B is

the Attendance. Roster. - .
CONMMITTEE MEVIBERS PRESENT:

Senator Ann O'Connell, Chairmary
Senator William J. Raggio, Vice Chairman
Sénator William R. O'Donnell

Senator Raymond C. Shaffer -

Senator Dina Titus

Senator Michael A. (Mike) Schneider

MBERS ABSENT
Senator Jon C. Porter (Excused)

Dana R. Bennett, Committee Policy Analyst
Kim Marsh Guinasso, Committee Counsel
Deborah A. Riggs; Committee Secretary

THERS PRESENT:

Randal R. Munn, Deputy Attorney General, Civil Division, Office of the Attorney
General

Mary E. Henderson, Lobbyist, Washoe County

Mike Harper, Washoe County

Irene E, Porter, Lobbyist, Builders Association of Western Nevada

Noel E. Manuokian, Lobbyist, General Counsel, Incline Village General
Improvement. District

Patrick Finnigan, General Manager, Incline Village General Improverient District

Marvin Leavitt, Lobbyist, Director, Intergovernment/Community Relations and

Policy Research, City of Las Vegas

B

Mary. C. Walker, Lobbyist, Director, Finance/Redevelopment, Carson City

94
1O, 66851
LA 21




. Senate Commitiee on Government Affairs
May 5, 1997
Page &

Senator O’Donnell voiced it was important to gbtain information on the length of
time each agency took for turnaround. He alse indicated the amount of money
expended for expedited turnaround would he an important measursment of the

situation.

The chairman closed the hearing on 8.B, 321 and S.B. 322, She indicated Naoel

E. Manoukian, Lobbyist, General Counsel, Incline Village General Improvement
District {IVGID), requested the abllity to address the committee regarding
concerns expressed in correspondence to Senator O’'Connell. The chairman *
requested Mr. Manoukian explain why the Incline Village General Improvement -
District should be treated like a city or a county govérnment and the reason
taxpayers should continue to pay for special-purpose districts in the manner
which oceurred in érror over the last 18 years:

o Mr. Manoukian introduged Patrick Finnigan, General Manager, Incline Village
. General Improvement District (IVGID), Mr. Manoukian asserted without
attempting to discriminate against governmental entities, there was a real basis
for distinction between the governments situated within the Lake Tahoe Basin
with the Tahoe Regional Planning Ageéncy’s (TRPA) presénce thére, He
maintained there was a natural stunting of growth by virtue of the use of the
TRPA's regulatory powers. Also, since the early 1970s when Governor
O’Callaghan, by executive order, implemented an Environmental Protection
Agency federal order and mandate, all sewage must be exported out of the
basin at tremendous expense to those little governmaents within the basin that
have the responsibility of exporting sewage out of the basin, Mr. Manouklan

expounded.

Mr. Manpukian contended laws must be uniform under the United States
Constitutiori. Chairman O’Connell inguired the exact problem the IVGID had
with the legislation, as the district was held harmless and would be receiving the
same revenue base. Mr. Manoukian emphasizéd he was not only representing
IVGID, but other governmentis who might be inflicted and impaired by the

proposed formula change in Senate Blll (S,B.) 264

SENATE. 4: Makes various changes to formulas for distribution of
' certain taxes. (BDR 32-314)

I Chairman O'Connell insisted the IVGID was the only government which had
expressed dissatisfaction and pointed out for 18 months, the §
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Senaté Committee on Government Affairs
May 5, 1997
Page 8

from the | i '
study worked wuth all 17 counties and there were no complaints from the other

parties. The chairfnan inguired whether there was someone [with a legitimate
issue] of which the subcommittes was unaware. .

SENATE CONCURRENT.RESOLUTION 40

THE SIXTY-EIGHT. " Directs Legislative Comrnission to
conduét Interim study of laws
relating to distribution among local
governments of revenue from state

and local taxes.

Mr. Manoukian acknowledged egrly on and during the interim between the 1995
and 1997 legislativé sessions, there were a number of other entities under
representation. He -asserted IVGID was one of the "halléarriers” at this point
and acknowledged IVGID was not adversely affected. Mr. Manoukian expressed
-concern regarding future amendments, guestioning whether it was the interest
of the legislative body to distinguish related general improvement districts in an
adverse way in comparison to cities and gounties.

Chairman 0’Connell maintained the whole formula was related to services and
money, sométhing the Supplemental City County Relief Tax (SCCRT) financéd.
She drew attention to one of the points in correspondence from Mr. Manoukian
which addressed a new taxing unit connected to the water district. Chairman
O'Connell stated the new taxing unit was a separate issue, having little or
nothing to do with thé SCCRT. The c¢hairman stressed the determination of the
study was county and city governiments had to provide a level of service for the
population grotps they support, An enterprise district did not have the same
responsibility, she remarked. Senator O’Connell pointed out only 40 percent of
anterprise districts received any SCCRT, the other 60 percent did not receive
any of the distribution, However, the chairman emphasized, 100 percént of the
population were paying for enterprise districts and were not receiving the benefit
of services, Chalrman O'Connell explained that to be one of the critical issues
of concern to the cities and counties, The chairman declared a person on one
side of the street was payifig 100 percent of their cost and was also paying for
the peérson across the street in an enterprise district, who was having his/her

services subsidized.
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Mr. Finnigan indicated IVGID opposed thé hill because it was discriminatory
toward smaller governments which were more limited in function than sounties
arid cities, which were more general in function. He expressed support for the
underlying premise of the bill, which directed governmental revenues from
SCCRT taxation to the governmental functions which all governments perform,
whether the governments were small, genéral improvement districts, counties,
or cities. Mr. Finnigan explained the only general improvement district with
problems with the bill was the Sun Valley General Improvement District (Sun
Valley GID). Chairman O'Connell pointed out the Sun Valley GID did not have
prablems with the bill as amended. The amendment provided the Department of
Taxation the ability to -différentiate between who should be sharing in the
SCCRT and what was truly an enterprise district,

Mr. Finnigan expounded enterprise functions of government should be self-
supporting, intimating all enterprise functions should be required to be self-
sufficient in governments across the board, He declared governments such as
Washoe and Clark counties supported enterprise-type functions with SCCRT
revenues. Depending upon thé manner in which responsibilities were
accounted, specmc enterprise-type  functions could bhe disguised as
governmental functioris, Mr. Finmgan alleged, Those governments capable of
disguising functions could receive more revenues from the bill than those
governments incapable of the same disguise. Mr. Finnigan advocated the
adoption of a. uniform method of acéounting for governmeiital functions in order
to ascertain which functions of governiment were warthy of governmental
revenue. Onge the uniform accounting method was devised, a mechanism
should be developed to allocate to all governments on the basis of their
governmental functions, rather than enterprise versus non-enterprise, he

testified.

Chairman O'Carinell expounded Mr, Finnigan had thé opportunity te speak with
Guy 8. Hobbs {Lobbyist, Nevada Association of Countiss), who informed Mr,
Finnigan hundreds of formulas were run by the 5.C.R. 4Q of the Sixty-sighth
Session technical committee, and the formula suggested by Mr. Finnigan was
one which was run. Mr. Finnigan agreed Mr, Hobbs did notify him his
suggestion had been considered by the technical committese. Again, Mr,
Finnigaih summarized many of the northern Nevada and Lake Tahoe Basin
general improvement disiricts supported the underlying philosophy of the
legislatlor. They opposed the legislatiori due to the dlscrlmmatory treatment of

small genetal-purpose governments.
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Chairman O‘Connell pointed out the premise if the small government had the
responsibility of the larger governments who were constantly running short -of
moriey, it was simply not a thing which could be afforded. The c¢hairman
emphasizéd the premise of having one taxpayer subsidize another taxpayer for a
henefit they did not receive was unfair. She expounded if a specific standard
and quality of life.was chosen by a taxpayer, the taxpayer ought to be
responsible for paying for the specified standard. Chajrman O Connell drew
attention to the person down the stréet who did not feel compelled to
compromise his/her standard of living to pay for another person’s standard of
living. The chairman stated that was the bottom line to this igsue.

Marvin Leavitt, Lobbyist, Director, Intergovernment/Community Relations and
Policy Research, City of Las Vegas, explained the bill and amendments
contained several factors which would asséss local governments, depending
upon the situation of the local government (Exhibit C and Exhibit D). Mr.
Leavitt expressed the SCCRT changes from year to year were based on the
alteration in assessed valuation. Under the new formula, all governments were
guaranteed additional money, which was not the guarantee praviously, he
stresséd. Mr. Leavitt addressed the typé of governments In the state were
divided in the bill, not by size, but by the type of function performed. He
outlined the bill divided entities into gereral-purpose governments: counties,
cities and towns, and special-purpose governments: enterprise funds, and
general improvement districts, which provided a imore specialized fun¢tion than
the cities, couities and towns.

Mr. Leavitt clarified the bill stated general-purpose governments who could make
a détermination bétween the type of expenditures from year to year had
advantages over other districts which were special purpose. He exemplified
$10,000 devoted to a certain area would be devoted to that specific area
forever, essentially, without consideration to what might bée more deserving in
the current vyedr. Coriversely, ‘the witness expressed, general-purpose
governmerits detérmined whether police; fire, planning, building, street lights or
parks would receive funding on an annual basis, in conjunétion with the heeds
of the community. In & special-purposé government, limited functions were
provided, and there was nd doubt where the monsy would be allocated. In
other words, thére was no way elected governing boards could switch and
allocate funding between different functions in a year, Mr. Leavitt noted. He
éxplained Carale A. Vilardo, Lobbyist, Nevada Taxpayers Association, contended
theére ought to be a periodic review to ensure the special- purpose government
was still necessary. Mr. Leavitt commented the enterprise—t
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governments who performed no functions other than the enterprise function,
Most of them performed a single enterprise function, he added. Mr. Leavitt
remarked there was an amended ability in the blll for the exscutive director of
the Department of Téxation to review snterprise districts to ascertain whether
governments were true enterprise functions. This would énsure those who
perform general-governmental functions were not classified incorrectly, he
opined. Mr, Leavitt recognized the ge_ne[ai thought was one should not be
completing an enterprise function with SCCRT revenus.

Ms. Henderson indicated she was the cochairman of thé ongoing committee
defining special districts and enterprise districts. As was stated in previous
committes meetings, Ms. Henderson admonished the work still was not done.
There were many special district areas in need of examination, in terms of
special distriets, their function and how they were funded, she explained. Ms,
Henderson expressed theré was a survey without results as yet, and there were
several areas where the committee defining special and enterprise districts felt
so strongly, there was a companion bill, Senate Bill (S.B.) 253 which also
included a special districts representativé be added to the technical advisory

committee. Ms, Henderson pointed out the importance of the opinions and
concerns of special and enterprise districts and advocated the passage of 8.B.

263,
SENATE B R Creates legislative committee to study distribution

among local governments of revenue from state and
jocal taxes. (BDR 17-193)

On the issue of enterprise districts, Ms. Henderson conveyed the nature of the
issue was very troublesome to the technical advisory committee. She requested
the record reflect Washoe County was the only county with an eriterprise fund
which was funded by Gerieral Fund tax dollars, Ms. Henderson emphasized
Washoe County tontéined an enterprise district which was in the same situation
as the other districts and expounded the technical advisory committee made
gvery concerted attempt to treat all enterprise and special districts in an
pquitable manner, despite protestations te the contrary. The intent of the
technical advisory committeé was always to deal with the funding Issues openly
and as an issue of public policy in the procedure for continued funding, she
maintained, Ms. Henderson again reiterated the technical advisory committee
strongly supported the amendment provisiori in the bill which allowed for an
alternative distiibution formula In recognition of unique situations,  Ms.
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Henderson pointed out the unique services provided by Sun Valley GID, which
would allow the county to negotiate with the GID to uphold the setvice level.

Mary C. Walker, Lobbyist, Director, Finance/Redevelopmeént, Carson City, drew
attention to the c¢rux of the testimony provided in oppositlon to the distribution
formula in S.B. 264. Ms. Walker maintained several parties have insinuated
there would be a loss in revenue, which was not the case. No entity loses

dollars, she asserted.

Ms. Walker pointed out the SCCRT distribution provided to enterprise districts
established prior to 1981 when the tax shift oecurred. She questioned the
fairness of providing 40 percent of the enterprisé districts with a portion of the
SCCRT, while B0 percent were not allowed the same benefit. Additionally, Ms.
Walker explained, one of the goals of the technjcal advisory committee was to
ensure there was sensé and equity in the tax formula and not just a sealing of
whete & district stood at a certain point in time. She expressed the desire to rid

’ the system of the ramifications of the 1981 tax shift that did not relate to
servicing the public.

In a few instances in the state, the enterprise district actually subsidized the
General Fund, Ms. Walker insisted. She stated as far as equal treatment, the
enterprises were treated equally with the other enterprises established.
Additionally, Sierra Pacific Power Company handled most of the water-user
servites provided in Washoe County and did not receive a taxpayers subsidy;
‘which was an equity, Ms, Walker opined. Equity on the taxpayer-to-taxpayer
aspect was the goal.of the technical advisoty committes, she concluded.

Senator O'Donnell stated IVGID was a part of Washoe County and noted it
seemed [VGID was left “out of the loop” in this process, The senator expressed
Incline Village was a nice place to live, but stressed it seemed Incline- Village did
not get theé same consideration Washioe County received over and ovér again.

Ms. Henderson contended genérally, the county did a fairly good job of handling
and working with Incline Village issues and being sensitive to their needs and
participating with that community, She maintained Incline Village was a very
vital piéce of Washoe County and a piece that none of Washoe County, from
the heart, wanted to lose. Ms. Henderson pointed out the group was not
. isolated from Washoe County governmerit, Specifically, Ms. Henderson testified
Washoe County was aware of the service IVGID provided at Lake Tahoe and
remarked she had been supportive throughout the entire process, fad trisd—to
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IN THE SUPREME COURT OF THE STATE OF NEVADA

CITY OF FERNLEY, NEVADA, a
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Index to Joint Appendix
City of Fernley v. State of Nevada et al., Case No. 66851

Volume Document Filed By Date Bates
Number Stamp
Number
1 Affidavit of Service Taxation City of Fernley 07/02/12 17
1 Affidavit of Service Treasurer City of Fernley 06/20/12 13-16
23 |Amended Memorandum of Costs and State of Nevada/Dept 10/09/15 | 4058-4177
Disbursements Taxation
7 Answer State of Nevada/Dept Tax/| 02/01/13 | 1384-1389
Treasurer
7 Answer to Plaintiff's Complaint Nevada Legislature 01/29/13 | 1378-1383
23 |Case Appeal Statement City of Fernley 11/07/14 | 4208-4212
1 Complaint City of Fernley 06/06/12 1-12
21 Defendant Nevada Legislature’s Reply in Nevada Legislature 07/25/14 | 3747-3768
Support of its Motion for Summary Judgment
21 Defendant's Opposition to Motion to Retax Costs State of Nevada/Dept 10/03/14 | 3863-3928
and Reply to Opposition to Motion for Costs Taxation
22 |Defendant's Opposition to Motion to Retax Costs State of Nevada/Dept 10/03/14 | 3929-3947
and Reply to Opposition to Motion for Costs Taxation
(Cont.)
1 Exhibits to Joinder in Motion to Dismiss Nevada Legislature 08/16/12 104-220
2 Exhibits to Joinder in Motion to Dismiss (Cont.) Nevada Legislature 08/16/12 221-332
1 Joinder in Motion to Dismiss Nevada Legislature 08/16/12 62-103
7 Joinder in Nevada Department of Taxation and Nevada Legislature 05/06/14 | 1421-1423
Nevada Treasurer's Renewal of Motion to
Dismiss
21 Memorandum of Costs and Disbursements State of Nevada/Dept 09/19/14 | 3788-3793
Taxation
21 Motion for Costs State of Nevada/Dept 09/19/14 | 3776-3788
Taxation
12 |Motion for Partial Reconsideration and City of Fernley 06/18/14 | 2005-2045
Rehearing of the Court's June 6, 2014 Order
7 Motion for Summary Judgment City of Fernley 06/13/14 [ 1458-1512
8 Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 | 1513-1732
9 Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 | 1733-1916
10 |Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 | 1917-1948
11 Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 [ 1949-2004
1 Motion to Dismiss State of Nevada/Dept Tax/| 08/03/12 41-58
Treasurer
1 Motion to Intervene Nevada Legislature 08/03/12 18-40
21 Motion to Retax Costs and Opposition to Motion City of Fernley 09/24/14 | 3794-3845
for Costs
7 Nevada Department of Taxation and Nevada State of Nevada/Dept Tax/| 05/05/14 | 1414-1420
Treasurer's Renewal of Motion to Dismiss Treasurer
7 Nevada Department of Taxation and Nevada State of Nevada/Dept Tax/| 05/23/14 | 1433-1437
Treasurer's Reply to Response to Renewal of Treasurer
Motion to Dismiss
12 |Nevada Department of Taxation's Opposition to State of Nevada/Dept 07/11/14 | 2053-2224
Plaintiff's Motion for Summary Judgment Taxation
13  |Nevada Department of Taxation's Opposition to State of Nevada/Dept 07/11/14 | 2225-2353
Plaintiff's Motion for Summary Judgment (Cont.) Taxation
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23  [Notice of Appeal City of Fernley 11/07/14 | 4205-4207
22  |Notice of Entry of Order Nevada Legislature 10/08/14 | 4001-4057
23  [Notice of Entry of Order State of Nevada/Dept 10/17/14 | 4195-4204
7 Notice of Entry of Order Denying City of Fernley's| State of Nevada/Dept Tax/| 12/19/12 | 1364-1370
Motion for Reconsideration of Order Dated Treasurer
November 13, 2012
7 Notice of Entry of Order Granting A Continuance City of Fernley 10/19/12 | 1344-1350
to Complete Discovery
3 Notice of Entry of Order Granting Nevada Nevada Legislature 09/04/12 651-657
Legislature's Motion to Intervene
7 Notice of Entry of Order on Defendant's Motion | State of Nevada/Dept Tax/| 11/15/12 | 1354-1360
for Extensions of Time to File Answer Treasurer
1 Notice of Non-Opposition to Legislature's Motion | State of Nevada/Dept Tax/| 08/06/12 59-61
to Intervene Treasurer
2 Opposition to Motion to Dismiss and Motion for City of Fernley 08/20/12 331-441
Continuance Pursuant to NRCP 56(F)
3 Opposition to Motion to Dismiss and Motion for City of Fernley 08/20/12 442-625
Continuance Pursuant to NRCP 56(F) (Cont.)
2 Opposition to Motion to Nevada Legislature's City of Fernley 08/20/12 324-330
Motion to Intervene
13  |Opposition to Nevada Department of Taxation City of Fernley 07/11/14 | 2354-2445
and Nevada Treasurer's Renewal of Motion to
Dismiss
14  |Opposition to Nevada Department of Taxation City of Fernley 07/11/14 | 2446-2665
and Nevada Treasurer's Renewal of Motion to
Dismiss (Cont.)
15 |Opposition to Nevada Department of Taxation City of Fernley 07/11/14 | 2666-2819
and Nevada Treasurer's Renewal of Motion to
Dismiss (Cont.)
16  |Opposition to Nevada Department of Taxation City of Fernley 07/11/14 | 2820-2851
and Nevada Treasurer's Renewal of Motion to
Dismiss (Cont.)
17  |Opposition to Nevada Department of Taxation City of Fernley 07/11/14 | 2852-2899
and Nevada Treasurer's Renewal of Motion to
Dismiss (Cont.)
4 Opposition to Nevada Legislature's Joinder in City of Fernley 09/28/12 662-881
Motion to Dismiss
5 Opposition to Nevada Legislature's Joinder in City of Fernley 09/28/12 882-1101
Motion to Dismiss (Cont.)
6 Opposition to Nevada Legislature's Joinder in City of Fernley 09/28/12 | 1102-1316
Motion to Dismiss (Cont.)
17  |Opposition to Nevada Legislature's Joinder in City of Fernley 07/11/14 | 2900-2941
Nevada Department of Taxation and Nevada
Treasurer's Renewal of Motion to Dismiss
20 |Opposition to Plaintiff's Motion for Partial Nevada Legislature 07/11/14 | 3586-3582
Reconsideration and Rehearing of the Court's
June 6, 2014 Order
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12 |Opposition to Plaintiff's Motion for Partial State of Nevada/Dept Tax/| 07/11/14 | 2049-2052
Reconsideration and Rehearing of the Court's Treasurer
June 6, 2014 Order and Countermotion for Order
Dismissing Nevada Department of Taxation

17  |Opposition to Plaintiff's Motion for Summary Nevada Legislature 07/11/14 | 2942-3071
Judgment

18 |Opposition to Plaintiff's Motion for Summary Nevada Legislature 07/11/14 | 3072-3292
Judgment (Cont.)

19 Opposition to Plaintiff's Motion for Summary Nevada Legislature 07/11/14 | 3292-3512
Judgment (Cont.)

20 |Opposition to Plaintiff's Motion for Summary Nevada Legislature 07/11/14 | 3515-3567
Judgment (Cont.)

7 Order (Converting Motion to Dismiss to Motion First Judicial District Court | 06/06/14 | 1451-1457
for Summary Judgment, Setting Briefing
Schedule and Dismissing Treasurer)

22 |Order and Judgment First Judicial District Court | 10/06/14 | 3948-4000

7 Order Denying City of Fernley's Motion for First Judicial District Court | 12/17/12 | 1361-1363
Reconsideration of Order Dated November 13,
2012

7 Order Granting A Continuance to Complete First Judicial District Court | 10/15/12 | 1341-1343
Discovery

7 Order Granting in Part and Denying in Part Nevada Supreme Court 01/25/13 | 1373-1377
Petition for Writ of Mandamus

23 |Order Granting Nevada Department of First Judicial District Court | 10/15/14 | 4190-4194
Taxation's Motion for Costs

3 Order Granting Nevada Legislature's Motion to First Judicial District Court | 08/30/12 648-650
Intervene

7 Order on Defendant's Motion for Extensions of First Judicial District Court | 11/13/12 | 1351-1353
Time to File Answer

7 Order Pursuant to Writ of Mandamus First Judicial District Court | 02/22/13 | 1390-1392

21 Order Vacating Trial First Judicial District Court | 09/03/14 | 3773-3775

23  |Plaintiff's Motion to Strike, or Alternatively, City of Fernley 10/14/14 | 4178-4189
Motion to Retax Costs

21 Plaintiff's Objections to Nevada Legislature's City of Fernley 10/02/14 | 3846-3862
Proposed Order and Request to Submit
Proposed Order and Judgment

7 Pretrial Order First Judicial District Court | 10/10/13 | 1393-1399

7 Reply Concerning Joinder in Nevada Department Nevada Legislature 05/27/14 | 1438-1450
of Taxation and Nevada Treasurer's Renewal of
Motion to Dismiss
Reply in Support of Joinder in Motion to Dismiss Nevada Legislature 10/08/12 | 1317-1340

3 Reply in Support of Motion to Intervene Nevada Legislature 08/24/12 626-635

21 Reply in Support of Plaintiff's Motion for Partial City of Fernley 07/25/14 | 3709-3746

Reconsideration and Rehearing of the Court’s
June 6, 2014 Order as to Defendant Nevada
Legislature
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20 |Reply in Support of Plaintiff's Motion for City of Fernley 07/25/14 | 3674-3708
Summary Judgment Against Defendants Nevada
Department of Taxation and Nevada Treasurer
20 |Reply in Support of Plaintiff's Motion for Partial City of Fernley 07/25/14 | 3641-3673
Reconsideration and Rehearing of the Court's
June 6, 2014 Order as to Defendant's Nevada
Department of Taxation and Nevada Treasurer;
Plaintiff's Opposition to Countermotion for Order
Dismissing Nevada Department of Taxation
20 |Reply in Support of Plaintiff's Motion for City of Fernley 07/25/14 | 3606-3640
Summary Judgment Against Defendant Nevada
Legislature
21 Reply to Opposition to Countermotion for Order State of Nevada/Dept 08/01/14 | 3769-3772
Dismissing Nevada Department of Taxation Taxation
3 Reply to Opposition to Motion to Dismiss State of Nevada/Dept Tax/ | 08/27/12 636-647
Treasurer
20 |Reply to Plaintiff's Opposition to Nevada State of Nevada/Dept 07/25/14 | 3583-3605
Department of Taxation and Nevada Treasurer's Taxation
Renewal of Motion to Dismiss
7 Response to Nevada Department of Taxation City of Fernley 05/16/14 | 1424-1432
7 Second Stipulation and Order Regarding Change Parties/First Judicial 03/17/14 | 1406-1409
of Briefing Schedule District Court
7 Stipulation and Order for an Extension of Time to Parties/First Judicial 04/11/14 | 1410-1413
File Responses to Discovery Requests; Extend District Court
Certain Discovery Deadlines and Extend Time to
File Dispositive Motions
7 Stipulation and Order Regarding Change of Parties/First Judicial 02/19/14 | 1403-1405
Briefing Schedule and Plaintiff's Response to District Court
Defendant's Motion to Strike Plaintiff's Jury
Demand
12 [Stipulation and Order Regarding Change of Parties/First Judicial 06/25/14 | 2046-2048
Briefing Schedule and Setting Hearing for Oral District Court
Argument
7 Stipulation and Order Regarding Defendant's Parties/First Judicial 10/23/13 | 1400-1402
Motion to Strike Plaintiff's Jury Demand District Court
3 Stipulation and Order Regarding Joinder to Parties/First Judicial 09/18/12 658-661
Motion to Dismiss District Court
23 |Transcript of Hearing Court Reporter 01/07/15 | 4213-4267
7 Writ of Mandamus Nevada Supreme Court 01/25/13 | 1371-1372




SUMMARY OF RECOMMENDATIONS

LAWS RELATING TO THE DISTRIBUTION.AMONG LOCAL GOVERNMENTS OF
REVENUE FROM STATE AND LOCAL TAXES
S.C.R.40

The 1997 Session of the Nevada Legislature should consider legislation providing for
a new formula for the distribution among the local goverriments within a county of: the
Baslc City/Gounty Relief Tax; Supplemental City/County Rellef Tax; Tax on Liquor;
Tax on Tobacco; Real Property Transfer Tax; and Motor Vehicle Privilege Tax.

The 1997 Session of the Nevada Legislature should considér legislation-that would
provide for appropnate adjustments to the bases of the formula for revenue

qr no Ionger ex:st

The 1987 Session of the Nevada Legislature should consider legislation to allow two
or more local govérnments within the Same county to agreé by cooperative agreement
to alternative formulae for revenue distribution.

The 1997 Session of the Nevada Legislature should consider legislation fo provide
transitory language allowing a local government to request an adjustment to the base
of the formula for revenue distribiition purposes.

The 1997 Session of the Nevada Legislature sheuld consider legislation providing for
the number-and type of sérvices requiied fo be provided by 4 riew entity to qualify for
inclusion_in the formula for revenue distribution and to freeze the revenues of
“enterprise” special districts at the base yéat.

The 1997 Session of the Nevada Legislature should consider legislation creating a
legislative committee to continue the study of the distribution among local
governments. of revenue from state and local taxes.

That the Legislative Commission direct the S.C.R. 40 Advisory Committee-to continue
its analyses of local government revenues and to report its findings and
recommendations to the Committees on Government Affairs in the Senate and
Assembly during the 1997 Session.
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ABSTRACT

LAWS RELATING TO THE DISTRIBUTION AMONG LOCAL GOVERNMENTS OF
REVENUE FROM STATE AND LOCAL TAXES
(5.C.R. 40)

The 68th Session of the Nevada Legislature adopted Senate Concurrent Resolution N6. 40
(File No.162, Statutes of Nevada 1995, pages 3034-3036), which directed the Legislative
Gomrmission to conduct an interim study of the laws rélating to the distribution among local
governments of révenue from state and local taxes. The study was to include, without
limitation, an examination of laws relating to the distribution of revenue and alternate

distributiori methods to increaseé distribution effi iciencies,

The Legislative Comiission appointed a subcommittee of eight legislators and an advisory
committee consisting of the Executive Director of the Departient of Taxation, and eight
local government finance representatives to complete the study and submit any findings
and récommendations for legislation to the 69th Session of the Nevada Legislature. The
subcomniittee held five public hearings in Carson City, L.as Vegas and Reno and received
testimony primarily régarding the distribution of revenues to local governments from sales
tax, liquortax, cigarette and tobaceo products tax, real property transfer tax, fuel taxes and
vehicle privilege tax.and their respective distribution formulas.

The subcommittee, at a final work session in Carson City, adopted six recommendations
for proposed legislation and one recommendation (approved by the Leglslatave
Commission) to continue the advisory committee’s work, examining four spetific additional

revenue issues,
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REPORT TO THE 69™ SESSION OF THE NEVADA LEGISLATURE
BY THE LEGISLATIVE COMMISSION’S SUBCOMMITTEE TO
STUDY THE LAWS RELATING TO
THE DISTRIBUTION AMONG L.OCAL GOVERNMENTS OF
REVENUE FROM STATE AND LOCAL TAXES

I. INTRODUCTION

The following is submitted in corpliance with the Senate Concurrent Resolution No. 40
(Flle No, 162, Statutes of Nevada 1995, pages 3034-3036), which directed the Legislative
Commilssion to conduct an interim study on the laws relating to the distribution among local
governments of revenue from state and Jocal taxes. The fesolution requires that the
Legislative Commission report the results of the study and any recommended legislation
to the 69" Session of the Nevada Legislature. SCR 40 is included as Appendix A.

The résolution directed that a subcominittee consisting of two members of the Senate
standing Committee on Government Affairs, two members of the Senate standing
Comniitteé on Taxation, two members of the Assembly standing committee on
Goveriiment Affairs and two membeis of the Assembly standing Committee on Taxation
appointed by the Legislative Comimiission conduct the study. The resolution further
directed that the subcornmittee meet at léast six times during thie inferim (Appéridix C) and
consult with an advisory committeée consisting of the executive director of the departmerit
of taxation, two members of the local government advisory committee created pursuant to
NRS- 266.0165; three members involved in the government of a county, and three
members involved in the government of an incorporated city, Members of the
subcommittee appointed to conduct the study were:

Senator Arin O'Connell, Chairman SenatorJon C. Porter

Senator Dean A. Rhoads Senator Raymond C. Shaffer
Assemblywoman Joan A. Lambert Assemblymaii Bob Price

Assemblyman P.M. Roy Neighbors Assemblywoman Jesriine Stroth-Coward.

The advisory committee members appointed to conduct the study were:

Michael Pitlock, Director, Departmarit of Taxation

Marvin Leavitt, Las Végas Mike Alastuey, Clark County School District
Guy Hobbs, Clark County Gary Cordes, Fallon

Mary Hénderson, Washoe County Terri Thomas, Sparks

Mary Walker, Carson City Steve M. Hanson, Henderson.
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Leyislative Counsel Bureau staff services for the committee were provided by; Kevin D.
Welsh, Deputy Fiscal Analyst; Ted A. Zuéend, Deputy Fiscal Analyst; Kim Guinasso, Deputy
Legislative Counsel; and Terry Cabauatan, Mariagément Assistant, Fiscal Analysis
Division. The report represents the findings and recommendations of the subcommittee.
Information which affectéd the recommendations directly are inchided in either the
narrative or the appendices. All supporting documents and meeting minutes are available
from the Fiscal Analysis Division of the Legislative Counsel Bureau. The Legislative
Commission, at its meeting on Ottober 2, 1996, accepted this report and ordered it and
its recommendations transmiitted to the members of the 1997 Legislature forconsideration
and appropriate action. The Legislative Commission further directed the Advisoty
Committee fo continue its analysis of local government revenues and report its findings and
récommendations to the Committees on Government.Affairs in the Senate and Assembly
during the 1997 Session.
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1. BACKGROUND

Senate Concurrent Resolution No. 40 was passed to allow the Legislative Commission to
review in the interim, laws relating to the distribution among local governments of revenue
from state and local taxes. The technical nature of the subject matter and the requirement
that comprehensive, heretofore, non-existent databases be compiled did not allow the
standing committees of the Legislature time nor the resources to address this subject
durihg session, ‘

The subsdmmittee considered all of the subject areas identified in 8.C.R. 40 as well as
sevéral brought before the subcommitiee from independent sources during its
deliberations. Aftér reviewing all of the oral and written testirnony submitted, the committee
ultimately decided that it colild and should address the following maitters: (1) the
distribution to local governimerits within any county (secorid tier distribution) of thie Basic
City/County Relief Tax (BCCRT), Supplémental City/Cotnty Religf Tax (SCCRT), tax on
liquor, tax on cigarettés, real property fransfer tax (RPTT) and motor vehicle privilege tax
(MVPT) and various related matters providing for a néw distribution formula and the
application of that formula; (2) the inter and intra-county distribution of moter vehicle fuel
taxes (the 1.25 cent and 2.35 cent companents of that tax); and (3) the distribution of
SCCRT revenue to special districts providing “enterprise” type services.

BCCRT. SCCRT, LIQUOR, CIGARETTES, RPTT and MVPT TAX REVENUE
DISTRIBUTION

The six taxes identified above are collected at various regional and local levels; remitted
to the state, then distributed back fo local governments by various formulas driven either
by population or ad valorem tax rates (Appendix D). The subcommittee concluded that
noné of the existing revenue distribution formulas had any rational basis for distributing
new revenue to new growth areas where it was both generated and it needed to meet the
demands of the new growth (Appendices E, F, G and H). Thérefore, the subcommittee
made five recommendations réquesting Ieg;slatson 10 provide the above identified revenues
be placed in one central fund to be distribuited according 1o a rationally based fotmula
which includes provisions for growth dnd population and assessed valuation, provndmg for
various technical provisions regarding the application of that formula, allowing for the
formula to rationally respond to changes in local government structure and providing
criteria for newly formed entities w:shlng to take part'in the formula.
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{o Sgecia] Districts

Thie committee realized that any finding and subsequent recommendations on the above
identified subject areas would require- the compilation of comprehensive databases

resulting from extensive survey research (Appendices J, K, L and M). Therefore, the
comimitteg recommended that the Legislative Commission direct the subcommittee’s

advisory cormittee to continue the study in the subject areas as follows:

Motor Vehicle Fuel Tax (MVFT)

The advisory committee was to establish a consistent defiriition for dlfferent types of

roadways, a survey to establish the comprehensive statewide inventory of the road miles

for-each type of road provide a per milé mainteriance cost for each type of road, a factor
for mitigating maintenance costs (snow removal) and establish a formula that would
provide for the distribution of revenues, that would reflect a “rational assessments of
maintenance needs:

Special Districts

The subcommittee again realized that this subject matter would require a comprehensive
data base based on extensive survey research, It further realized that the broad spectrum
of special districts of Nevada could not be addressed by any one single methodology.
Therefore, the advisory commitiee was directed to focus its effort on those special districts
that were providinig “enterpnse” services only, The subcommittee was further directed to
create a suivey questionnaire, provide fora uniform and comprehensive completion of that
guestionnaire and créate a compreherisive database from the information gleaned from
it and report any findings and recommendations to the 1987 Legislature.

The subcommittse further recomimended that the Legislature create a legistative committee
to continue the study of the subject matter.

STATE 1 (%) PERCENT COLLECTION FEE and DISTRIBUTION SCHEDULE

The advisory commiittee was also directed to study the rationale of the state one percent
collection fée for the collection and distribution of local government sales tax revenues..

Appendix N.
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lil. FINDINGS and RECOMMENDATIONS

The subcommittee agreed that it had theroughly researched and considered the subject
matters that were within its time and rescurce constraints and provided for the continued
study of the remainder of its charge, A detailed description of the committee's findings and
recommendations is contained in Appendix O,

The subcommittee, therefore recommends:

1. The 1997 Session of the Nevada Legislature should consider legislation providing for
a new formula for the distribution among the local governments within‘a county of: the
Basic Gity/County Relief Tax; Supplemental City/County Relief Tax; Tax on Liguor;
Tax on Tobécco; Real Property Transfer Tax; and Motor Vehicle Privilege Tax.

2. The 1997 Session of the Nevada Legislature should consider legistation that would
provide for appropriaté adjustments to the bases of the formula for revenue
distribution of 6ne of more local govérhménts when previous functions are takén over
or no longer exist.

3. The 1997 Session of the Nevada Legislature should consider legislation to allow two
- or more local governments within the same county to agree by cooperative agreement
to an alternative formula for revenue distribution.

4. The 1997 Session of the Nevada Legislature should consider legislation to provide
transitory language allowing a local government to request an adjustment to theé base
of the formula for revenue distribution purposes.

5. . The 1997 Session of the Nevada Legislature should consider legislation providing for
the number and type of services required to be provided by a new entity to qualify for
inclusion in the formula for révenue distribution and to freeze the revenues of
“sntérprise” special districts at the base year.

6. The 1997 Session of the Névada Legislaturé should consider legislation creating a
legislative committeé to conhtinue the study of the distribution among local
governments of revenue from state and local taxes.

7. ‘The Legislative Commission should direct the 8.C.R. 40 Advisory Committee to
continue its analyses of local government revenues and 16 report its findings and
recommendations to the Committees on Government Affairs in the Senate and
Assembly during the 1997 Session.
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Exhibit 2

Nevada Legislature

Exhibit 2
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QIListory of SB 254 - 1997

BDR 32314
Introdugced;04/02/97 B
Introduced By: Government Affairs

Summary: Males various changes to formulas for distribution of certain taxes, (BDR 32-314)

04/02/97 Read first time, Referred to Conimitteé.on Government Affairs, To printer.
04/03/97 From printet. To oniinittée; 3-31 (as BDR); 4-14; 4-30; 5-2; 5-3
05/21/97 From committee: Amend, and dopass as amended.
v05/22/97 Read second time, Amended, To printer. ,
05/23/97 Erom printér. To engrossient. Engrossed, First reptinty”
v05/26/97 Read third time. Passed, as ainended, Titls approved, as amended. Preamble adopted, as amended.
v05/26/97 Action of passage rescinded. ,
05/26/97 Re-referred to Commitiee on Finange. To committee: 5-29
06/02/97 Froin committee: Amend, and do pass as amended.
v06/04/97 Read third time. Amendeid, To printer.
; .06/05/97 From prititer. To te-engrossment, Re-engrossed. Second reprintV”
. v06/06/97 Read third time. Passed, as-amended. Title approved, as amended. Prearble adopted, as amended.
' . To Assembly.
06/07/97 In Asgembly, Read first time. Referredl to Commiitice on Governtnent Affairs, To commiitee: 6-18 |
07/05/97 From committee; Arfierid, and te-vefet to Committee on Government Affairs.
07/05/97 Placed on Second Reading File.
v07/05/97 Read second time, Amended.
07/05/97 Re-referred to Committee on Government Affairs, To prinfer.
07/05/97 From prinfer. Tore-engrossment. Re-engrossed. Third fépritity
07/05/97 To commiftee: 7:4, :
07/06/97 From committee: Do pass.
07/06/97 Declared an emeigency measureunder the Constitution.
07/06/97 Taken from General File. Flaced on Chief Clerk's desk.
07/07/97 Taken from Chigf Clerk’s desk. Placed on General File, _
V07/07/97 Read third time. Pagsed, as amended. Title approved, as amended. To Senate.
07/07/97 Th Senate.
07/07/97 Assembly aimendinerit concurred in.
07/G7/97 To enroliment, .
07/10/97 Enrolled and delivered to- Governot,
07/17/97 Approved by the Governor.
07/17/97 Chapter 660.

_ 07/23/97 Sections | to7, inclusive, 12, 12.5, 13, 37 and 38 of this act effective July 17, 1997,
i Sections 8 to 11, inclusive, and 14 to 36, inclusive, of this act effective July 1, 1998,

Additional discussion, Senats Legislative Affairs and Operations: 4-8

Case No. 66851




BILL SUMMARY
69¢h REGULAR SESSION
OYTHE NEVADA STATE LEGISLATURE

PREPARED BY
RESEARCH DIVISION
LEGISLATIVE COUNSEL BUREAU
Nonpartlsan Staff of the Nevada Stale Leglslalure

— - — iaa

SENATE BILL 254
(Enrolled)

Senate Bill 254 provides a mechanism for the Departmient of Taxation to pool and distribute
certain taxes 10 local goveriments within each county. The specified taxes are liguor tax, cigaretté
tax, real property tiansfer tax, basic city-county relief tax, suppleniental city-gounty relief tax, and
the basic motor vehicle privilege tax, The bill also atthorizes the director of the Department of
Taxation to desigiiate énterprise districts and prohibits such districts from using tax revenue for
future bonding purposes.

Most of fhe sections of this bill are effective on July 17, 1997, The sections that implement and
require the use of the new formula are effective on July 1, 1998.

SBIB4EN

o

o .
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| N ® ®
.' - L _ SB.254

SENATE BILL N0, 254-COMMITTEE ON GOVERNMENT AFFAIRS

: o ApriL 2, 1997
Referred to Committee-on Governmerit Affairs

. SUMMARY-<Mskes various changes to formuls for distribution of cermin taxes.
. (BDR 32:3(4)

FISCAL NOTE:  Bffect on Loca} Government: No,
' Effect ah the Sixte or'on Industrial Tnsucance: Yes:

EXPLANATION « Manes o fulkcydy hows macer n Bratkers { ¥ lopmuecty) tobe omiped.

AN ACT relating to umlwv rcvnlng the formilas ror lhc distributlon of the: procuds of
cerain 1xes; prohlbinng ceftain sovemmenm éntitles from pledging’ cerain
Teyonues 4o secure the payment of-bonds of siher*obligalionst tevlsing the e
r.em[n govemmenul enjitles ‘must not exceed if levying an addidons] ux ad
vilorém under éitain clrcumsum:es. egulring the exeéutive dirécior to allocate lo
certaln goveramental entliies an ainoimt equal f0.an amount calculaled by, uslng i
Avérage” amount récelved from cerain taxes for 2 fisesl years under cevialn
aireumsiances; and providing Gihct maters propetly reluting thereto.

WHEREAS, ‘Thié legislature finds and decldres: that 2 general law cannot be
made applxcable for all provisions of this act because of ilie econdmie
diversity ‘of the Jocal governments of this-étae, 1he unusiis] growth patierns
in certain of those local governnients and thé special conditions eAperienced
‘ifi Gérfain counties telated {0 the néed 16 provide basle services; now,
thérefore,

THE PEOPLE OF THE STATE OF NEVADA, REPRESENTED IN
9 "SENATE AND ASSEMBLY, DO ENACT AS FOLLOWS;

] Section 1. Chapter 360 oft NRS is hereby dmended by adding therelo
12 the provisions st forth as sections 2 to 15, inclysive, of this act.

13 Sec, 2. As used in sections 2 ig 15, Inclusive, of this acl, unless the
14 coutext otherwise requires, the words and termy defined in sections 3 16 7,
15 inclusive, of this act have the meanings ascribied 10 then in iose seclions.

. 16 See, 3. “Comny” includés Carson Cl’!y

SO T U B B —

W V1 Bee. 4, “Ewmteiprise district” means any of ilie Jfollowing -govermmental
18 ewities:
4 19 1. ‘CGarsin Water Subconseivancy Districl;

20 2. Douglas Coiniy Seiver, Improveineit District No. 1}

TR
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3. Elk Point Sanftation Digrict;

-4, Elko Coiwvention and Visltors Auiliority;

3, Elko Television District;

6. Eureka County TVDis(nc{,

7. Xyle Canyon Waier District;

8. Lander County Sewer diid Water District No, %

‘9. ‘Mindén Gardnerville Sanltation District;

10 Stagetoach General Iniproveinent Districi

H. S Valley. Waler.and Sanitation District;

12, Tahoe-Douglas Distriel (sewer);

13, Verdi Television Malmenance, Disirder; and

14, Willowereek General Iniprovemen Distrier.

Sec, 5. “Fand” nieqns the local governmemt tax distribution find
créated pursuani fo Seciion 8 of this acl,

See, 6. “Local govemment* nigans any comity, city or (own ihat
receives any portion of the. praceeds of a tax which I, lucludzd lit the furd.

See. 7. “Special disirict® means d governinental entlty that receives any
portion of the proceeds of a jax which is included in the ﬁmd and which Is
not}

1. Adounty;

2. Achy

3. A towii; or

4. Au enterprise disirici,

-Sec. 8, The local government lax disiribution finid is hereby creafed in
the stale (reasiry as a special revenne find, The' execitive director slall
adritinister the find,

See. 9. Excep a olhervise provided in Section’ 15 of this aci, eaéh:

1. Local govenument- that recelves, before July-1, 1998, any poriion of
the proceeds of @ tax which is included in the fund;

2, Spéclal district thal receives, before July 1, 1998, any portion of ihe
praceeds df a fax which is included in the fund; and

3. Ewterprisé districl, .
is eligible far an aliocatlan from the fiind in the manner prescnbed in.seition
10.of this act..

See: 10, 1. Onor before July 1 of each year, the execulive direclor
shall aflocdte 16 éach enterprise district an amount equal to the amguit that
the enlerprise district recétved from the fund 1 the inyinediately preceding

- fistal'year.

2. " Except as olhenise provided in secitans 11 and 14 of this acr, the
execniive divector, after-subiratling tiie amount allocated 1o each ehiterprise
district pursuant to subsecilon 1, shali allocate 1o eack lacal governmient or
pecial disirict which Is €ligible for an allocation from the: Sund pursuant fo
Section 9 of this: dct an dinount fram the finid that Is equal fo the armount
dliocaled.to the local governient or ipecial districl foi the precedhig fiscal

I

o

year nuiltiplied by ane plus the percentage change in the Consumer Price

Index (All Iems) Jor the year euding on December 31 Immediarely preceding
ihe yedr fi \hich the allocation s made,

-3-

See, 1L 1. Excepl as oflierwise provided in seciion 14 of this aci; the
execwiive divector shall estinale monthly tfie dniowivt eaich local governmein,
special district and enterprise district will recelve from the. fund purshant fo
the-provisions of his seciion.

2 The executlve director shall esiablish @ base monihly allocation for
each local governnient, special district and enterprise district by dividing the
anount deteriingd. purswont 10 sécidon 10 of s act for each local
governmenl, spécial disirict and énferprise districi by 12 and the state
iréasitrer: shall, except ds otherwise provided b subséctions 3, 4 and'S; remit
moutlly that amonnt to eqch local government, speciai district and
enterptise distrie,

3. I, after making the allocation 10 each emzrpnse district Jor lhe

" thotilt, the execulive direcior detérmines there is not sufficient inoney

aviilable. in the connfy's account. T the find o llocale -to each Jocal
govemment and special dlstrict [he base monihly allécdtion determined
puitsiiant to subsection 2, he shall proraié the Hiofey in the accoiiit and
allocate to each local goveriment and special disirict an aisount equal to the
percentage of-the amount ihat the local government or speclal disirict
recelved Jroni tie tatal amownt which was distributed to all local
govérumeiils and special dmrlm within the éonnty jbr e’ ﬁscal year
Iniinedidtély. precéding flie- year it which the. allocation 1§ mide. The staré
treasurer.shall reinlt that amouiit to the local governnient or special district:

4. Excep: as otherwise provided in subsection 5, If the executive direcror
determilnies thal there js money remaining in ihe counfy 's.account In the fund
afier the. base montlily allocaiion determined privsuant to subsection 2 has
been. glioeated 16 each local goveriiment, special district apd ewerprie
disirict, lie shiall immcdmuly deferiiiine aid allocate edch:

(a) Local goverinnent’s slidre of the.remiining money by:

{1) Muldplying one:twelfih of the amount allocated pursuant 1o section

10 of this act by ane plus:the sun of the:

{1}, Pefcentage clmnge in the pnpnlnnon af the.local govermen! for
ihe fiscal yedr immedidiely preczdlng the yedr in which the allocaifon is
made,. as certifiéd by the governor pursudnt 10 NRS 360285 excepl ds
otherwise provided Inf subsecifon 6; and

{ll) Average percentage change in ihe assessed valuatlon of laxabie
property i the logdi governinen, except any agsessed valuation oliriputable
10 the net proceeds of ininerals, over the 5 fiscal yeais mmediately
preceding tite year I whieh the.allozation Is made; aid

(2} Using the figure calculared piirsuant 1o subparigraph (1) 1o
caleslate and allocdte 10 each local govérnment an amomy equal to the
proportion that the fi igitre calculated parsuant to subparagraph (1) bears 1o

IR
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the foral amiunt of the fighres calcilated pursuait to subparagraph (1} of
this paragraph and subparagraph (1) of pavagraph (b}, respectively, for the
ore ] and spécial districts located It the $ainé coiinty ninltiplied
by the (otdl amoithi available in the account; and
(b) Special disit¥ict’s share 6f the:remaining money by: L

(1) Muliiplying one-twelfth of the amownt allocated pursnant fo section
10 of his ait by cne plus the average change in the assessed valudtlon of
taxable properiy in the speclal dlsirict; except any assessed valiation
ativibmtable 1o the nyt proceeds of minerals, aver the 5 fiscal yeats
imniediately preceding the year in which the allocatlon is niade; and

(2) Uslng the figuie cilcalited pursuant fo subpaiagraph (1) to

calculate aiid allocate (6 each spétlal district an amouny equal o the
proporiion that-the figure.calculated pursuaryt to subparagraph (1) bears lo.
the rotal ‘ainonnt of the figures calculated pursiani to subparagraph (I) of
ihis paragraph and subparagraph (1) of paragraph (a), respeciively, Jor the
Tocil governments and speclal districis locdied in tlie same cotnfy nuiltiplied
by the toal-amount dvailable in thé account, )
The siate Iregsurér shall remit the amount allocated to each lgcal
govémniient or special district pursiant to this subsection,

S, The executlve idirector shall not allocate any amonnt 1o a local
government or-speclal district pursuant 10 Subsectioi 4, wnless the amaimt
distributed and ‘allocaled to each of ‘the local” goveniinents aiid. speclal
disiricts-in the coipity in eqchi préceding moith of the fiscal year In which the
allocation 1s jo be fnnde was.at Teast equnl to the base monilily allocation
determiied pursuant 1o subsection 2. If-the amounts distributed to the local

governinents and Special districts In the couniy for.the preéeding monihts of

thefiscal year in which ihe allocation is o be made were Téss than ;ixg. bast
wmonihly allocatlon determined pursiiit to Subsettion 2 and ihe exéciive
director defermines there Is money remdlning i the otinty's accotnt in the

i find after the disiributlon for the morith has been made, he shall:

Ya) Determinne the amotmt by which the base wmophly dllocailois

. deterniiined purswant lo subsection 2 for each local governuient arid special

disiriet in the county for ihe preceding months of tfie fiscal yedi ifi-which the
allocation s 10 he nade exceeds the amounts daciually Fecelved by the local
governmeiis and special districis in the counsy for-the same perlod; and

(b} Compare the diwonin determined pursuant to paragraph {a) Iogl’l!g
amotiit 6f money veimuining ivi the connty’s account In the fiind lo delermine
which onjount is greater, ~ ) o
if the executive. director determines that.the atiount deternilned pursiant fo
paragruph (a) -Is greoier, he hall allocaie ‘the mioney remaining in the
county’s accoun in the fitnid pursian 16 dhe pravisions of subsection 3, If the
executive dlregtor defetniines -thiar the amonit of nioney remainivg in the
county’s-acconnt In ihe funid is greater, he shall first nllocate, the money
necessary for eqch local government aid speclat districs fo receive the base

IR
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mowkly wlocarion: determined pursuant to subsection 2 and .the siate
treasurer shall. rewlt that inoney. so allocaied, Thig éxecitive director .s){d_ll
allgcate any addilional viodey in ihe caty's account in the fund purshant io
the provisionis of subsection 4, L .

6. If the Burean of the Censis of the United Siates Depariment of
Cammerce tisues popilation torals that conflicr with Ihe totals terfified by
the governir pyrsuant to NRS 360,285, the perceniage change calonlated
pursitan! 10 paragraph (a) of subsection 3 niust be an estimate of the chaige
in population for the calendar.year, bosed upon the population-totals issned
by the Burean.of the Census.

7. On or Yefore February 15 of éack year, the exéciitive directar shall
provide io each locil governmenit, special district tnd énerprise district a
preilminary estitiate of the revenite It will receive from the find for-that
Siseal year. .

8. On-or before.March 15.of each year, the executive director.shall:

{a) Make an estimmare of the receipis from each wa inciuded in the find on
an accrual basls for the next fiscal year in accoidatice with genérally

~5—

. accepiéd deconnting principles, incliding an estimate for each coity of the

récelpis from éach 1% inicluded. in thé fiitid; and ) ]
{b) Pravide 10 each local goverument, special district and emerprise
district-an estimale of the amount that local goverunent, speclal district or
enterprise-disirict wonld recéive based upon the estiniale made pursiant to
paragraph (a) wid caleidated pursiiant to the provisions of thls section:

9. A loeal governisedt, special district or enterprise districl may vse the.
éstimate pravided by the executive direcior pursnaiy to subsection 8 In ihe
preparation of its budgei, i

Sec, 12, The executive-direcior shall ensure that each loegl govermmnent,
special districi or erlerprise district that;

1. Received; before July 1, 1998, any portion of ihe praceeds of a 1ax
which is lncluded in the fiinid; dnd )

2. Pledged a poriion of the rioney. described In subsection 1 1o secute
the payment of bonds or other types of obligations,
receives an aouni at least equal to: that awtout whith the Jocal
govermenr, ipecial disirict or emerprise district would have-received before
July 1, 1998, that Is pledged to Secure ihie pdyment of. those bonds or otlier

" fypes of obligations,

"Set. 13, 1. An emerprise district shall ot pledge: aity porilon of the
revenites.from any of the taxes included in the fund 1o secure the paynient of

- bonds or other obllgations,

2. The executive director shall ensure that a gevermnerital entity creaied
between July X, 1996; and July I, 1998, does not receive moiisy from ihe
faxes ificluded in ihe fiind unless ihat governmental entity provides police
Proteciion aid ai least two of ilie following services:

(a) Fire-protection;- . )

g
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) Construciion, mdinrenatice and Tepdir of roads; or
(¢} Parks qnd recreafion,
3. As used in ihis séction: . . .
(i) “Fire proteition” has the meaning ascribed 1o, it-in seciion 15 of this
act, ) i L
{6} "Parks and recreation® has ihe meaning dscribed 1o0.1t in Seciion 15 of
this act, ! .
(¢} “Police protection” Jias the meaning aséribéd to i1 in Section 15 of this
dél, . _
(), “Consiruction, ‘tainténance aud repair of roads® has the meaning
ascribed 1o it In secijon 15 of this acl. o )
See. 14, 1, Thegoveming bodies of two ormore local governments or
special disiricts, or any combingfion thereof, may, pursuant 1o the-provisions
of NRS ‘277.045, -einer iiito a cooperalive dgreemeil Nt sets forth .an
altepiiative formula for the distribution of the taxes included In ihe find 10
the Tocgl governments or Special disiricis which are partles to the agreeinent,
Tlie governing bidies of each lochl -governmént or special district that is a
pany fo the agreemiéil mist approve (he allemative formula by majoriiy
vore, ) ’ . ) ]
2. The connty clerk of a county in which a lgcal KBavernient or .;peciql
district that Is a party lo & cooperative agreement pursuant 10 subsecilon { is
Iocated shall transmil'a copy of he coopetative agreenient to the. executive
diréctor: )

governing bodies of the local governments or special districts that are pariies
to the agreement; and ,

(b) Not later than December 31 of the year lmmediaiely préceding the
initial year of distribufiori that will ‘be govérned by the cooperatlve
agreerient. .

3. The governing body of a lpcal government or special disirict shall noj
eriter into more han olie copperative agresment pursiiant 10 subseciion 1,

4. If at leasi two cooperalive agregmens exist aong thé docal
governimenis and special disiricis. fat are located in the some conty, the.
executive direcror 3hall éhsiire thai the terms. of whbie cobperaiive
agreemenis do ndt-conflict. .

5. -Any locdl goveriment or special district that is nol a parly to a
coopérative agregment pursuail 1o subsection | mnst continge to receive
woney from the fiid pursvant 1o e provisions of sectiaris 10 and 11 of this
.act,
6. e governing bodies of the local govérmeiits and special ‘distriess.
that have #ntered into a Cooperarive agreement pursiant io. subsection 1
may, by nigjority vote, amertd the terms of the agreement. The goveniing
boiles skall not ansend (he rerms of a cogperative agreement ynore than once
diiring the first 2 yeats after the cooperalive agreement is effeciive aud once

TR

(a) Within 10 days after ihe agreement is opproved by each of the w

T OE O Don ~T v tn & 03 1

14

every year Mereafier, unless the qqmmz‘llge .on local government fingnce
.approves the- amendnmien!, The provisions of this subseciion do ot apply 1o

~T-

any iperlocal -agreémems Jor flte conseliddlion ¢f .governntental services
enitered into by I goveriméiils or special districis pursuant 10 ihe
provisions of NRS 277.080 to 277,180, ‘incliisive, that do not relate to the
disiribution of taxes ducluded in the find.

7. A cooperative agreement execiifed pursuant (o this section may not be
terminated unless the governing body of €ach local govermment or special
district that isa parfy o a cooperdtlvé agreenénr pursuani to sibsectioi 1
dgregs by linanimous couseqt 1o terminate the dgreeineny,

"8, For each fiscal Year the cooperative agreement is in effect; the
execlitive direcior shall contiiite to calculate -the amomt each locol
governmient or specidl district fhat Is @ party 1o @ cooperative agreement
pursuant fo subsection 1 wonld receive. pursuant to the provisions of sectiayts
10 and 11 of his acl, )

9. If the goveriiing bodies of the lacal govermiueétits or special disiricts
thai are pariles o a -cooperative agreemenl (ermiidte the. ggreement
pursuait to subsection 7, ihe executivé-direcior must disiribute to those local
governments or speclal. disiricls an amoint éghal 16 the amomit .the local
govermmeni or-special district wonld have received prirsuanr (o the provisions
of secrlons 10 and 11 of ihis act according to the calculatlons performed
pursuant lo shbsection 8.

See, 15, I, The goveming body of a local governinent or Spetial
disirict that is creaied qfter July 1, 1998, and whicl provides police
proiéciion and at'least two.qf the following services:

{a) Fire prowection; )

(b) Costrucilon, malntenance and repaiy of roads: or

{c) Parks-and recreation, ”
may, by wdjorily vote, requeit the Nevada tax conmmission 1o direct the
execittlve director 16 dllocate maney from ihe find 1o e local governient or
spécial dlsiricl pursnanf 1o the provisians of sections 10 aid 11 of this aés,
2. Onor before Deceinber 31 of ihe year iiiiediately precéding the fitst
Jiscal year that the local goverument or-spécial district Would receive money
Jrom the filnd, a goverting body that submiis .a ‘reques! pursiemt fo
Subseciion 1 niwst:

{a) Subnill the reguest to the executive director; and

(b} Provide éoples of the reguest and any hiformation it subiuils to the
execiitive director In Suppan of the. request 16 eadlt local ‘government dnd
special district thar; . :

(1) Receives money front the fund; and
(2) s located within the apie coinyy,

3. The execuiive direcior shall review each request sibiniited pitrsuant 10
stibsection I and subiiy his findinigs 1o the copinittée ‘on local government
Jinance. It reviewliig ilie request, thé exécuiive director shall:

A

A
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1 {a) For the initial.year of disiribution, establish an amount to be allocated
2 -to fhe new lacal government or special disirict pursuant.to thé provisions of
3 sechions 10 and 11 of this acy. If the new local governmént or special disiriet
4wl provide a servicé that was provided by anolher local goveinmeiit or
5 spevial disirici before the cregtion of the new local goverrmient or specldl
6 dishict, the aviount allacited 1o ilie Tocal government or special distriet
7 which previously provided the service musi be decreased by the amonnt
B dllocaied to the néw local government or special district; ond

5 () Consider: B )

10 {1} The effect of the disiribution of maney In the fund, pursnant 1o the
11 provisions of secrions 10 and 13 of this acl, to ihe hew local government or
12 special district on the ‘aiiowis that the other focal gaverinénts and special
13 districis that dre located in the saifié county will récelve from the fiind; and

4 (2) The comparisan of the amonn established 1o be allocated pursiant
1S to the provisions of seciions 10 and I1 of this act for the new local
16 govermnent or special disirict 1o the amovnis afiocated 16 the iflier lotol
17 govérnmenis and specldl districis thaj dre localed iii e same comnty.

18 4 The coiaminée on Jocal goveriénl findticé shall reviéw fhe findings
19 subriitted by the executlvé director pursiani 1o subsectlon 3. If the committee
20 determines that the disiribution of money in the fimd 10 the new local
2} .government or special district s approprigte, it sholl submit a
recopnendation (o the Nevada 1ax conmission, If the committeé déiermines

by.the Névada tax conmission. )

25 5. The Nevaia idx tommission shall schedule & public hearing withln 30
days dfier the compittee on local governmem finonce submits iis
27 recommendation: Tie Nevada tax commisslon shall provide public notice of
28 the hearing af least 10 days Defore the date o which ihe hearing will be
held. The execiitive director shiall provide coples-of afl documetils relevarit Jo
30 -the ré¢commnendatlon of the ¢omniiltee an local governmeni jinancé to the
31 governing boidy.of eoch iocal govérment and speclal district that is located
32 in the sanie county as the new local gavernment or special disirict.

33 8, If after the pribilc hearing, ihe Nevada:tax commission deigrnines
34 that the recommendailon of the corimiitée. on local government finaiice is
35 appropriate, it sholl order thé execeiivé director o distribute moriey i the
Jurid 10" the new, local goverwient or 3peclal districs purswant ta the
37 provisions of Sections 10and 11 of this act. )
38 7. For the purposes of s section, the local government or speclal
39 district inay ‘enter injo on interlogal agreemem with aother goverjuuensail
40 entity for the:provisian of the services set forth in sibsection 11f that local
41 govenyment or speclal dlstiicl conperisates the. governinental éntisy that
42 provides fhie services in ai amonii equal fo the value of those services,
A3 8 AS used I this Sectlon:

44 (a) “Five proteciion” inéludes ihe provision of services reiated io:

» MY

.

23 that the disiniblitlon is not approprinte, ihdy detisioni is not subject to review:

W

-9

(1) “The preveiition and suppression of fire; and

(2} -Resciie, - L
and the acquisition and mainienance of the eguipmént necessary o provide
those services, )

{b) “Parks "and regreation” inchidés the émployment by the local
goverimeni of spééial districh o a permanent and full-tiie basis, af
persons who ddrilnister and imaintaln recreational Jacliltlés aid parks,
“Parks and recreation” does not tuclude the construciion or malntenante of
roadside paiks or Fést areas-fhat are consinucted or niain jalned by fhe local
governnient or.special district as part of (he consimctiah, malnienance aid
repuir of roagls. L o

{¢) “Police protecilon™ includés the enpldyment by the local gavernmen!
or special disiricl, on @ periiiarient dnd fill-ime. basis; of i least three
persotis whose priniary functions specifically Inclyde:

() Rouiine patioly -

{2) Criminal invesigations;

(3) Enforcement of traffié. liws; and

{4) Invesiigotion of motor véhicie accidents. .

{d) “Construetlon, maintenance and repair of roads” includes the
acquisition, operatlon or nse of ary material, equipment or Jacillty thay is
wsed exclusively for the constritceion, malntenance or repair of g road and
that s necessary for the safe and efficieni usé of the road except alleys and
pathways’ for bicycles ‘that are separale jfon the roadway aid, including,
withont limiration:

(1) Gradés.or regrades;
(2) Gravei;

(3) Oiling:

) Sifacing

{5) Macadamlzing:

{6) Paving:,

{7) Cléaning;

{8) Sanding or snaw renoval;
19) Crosswaiks;

(10) Sidewalks;

(1) Culveris;

(12) Catch basins;
(13) Drains;

(14) Sewers;

(15) Manholes;

(16) ntéts;

(17) Quilets; )
{18) Retaining walls;
{19) Bridges;

(20} Overpasses;

AR
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(25) Anificial lighis and lighting equipmient;

(26) Parkways;

{27) Feiices or barriers that control decess 16 the road;

{28) Conirol of vegetation; '

{297 Rights- of way:

{30) Grade separatgrs;

(31) Traffic separaiors;

(32) Devices and sigus for cantrol of traffic;
" (33) Eucilities for personniel who construct, maintain or répair roads;
an

39) Facililes Jor the storage of equipiént or materiais - nsed 1o
constrict, inaintain or repuir roads, o

Sec.. 16, NRS 360.283 I5 hereby amended to read as follows:

_-300:283 1. The depariment shall adopt regulations lo establish a
micttiod of deferining-annually the population of edch folvn, township, elly
and counity in. thils State and estlmate thié population of each tgva, township,
city and courity pirsiant to (hose regilations,

2, The department shall issue an annual report of the estimated
population of ech. fown, township, city and county In this state;

3. Any town, ity or courity in this state may petliion the department to
revisé the estirhated population of that rown, city or.county; No such petitlon
may be filed on Léhalf of a fownship, The depatiment shall by regitation
f:te;bhsh a procedure to réview each petifion and 1o appeal the decizion on

view, -

4 _ The depariment shall, upon the completion of any review and appeai
théreon pursuant 1o subseciion 3, détcrmine thie popilation df each fown
towniship, ‘city and couniy in this state, aud submit its deiérdination to the
goverrior.

3. The department shall employ. 8 demograplier to assist in the
determination of population pursuant 1o this section and to copperate with the
gleider‘:a{ Government in the conduel of exch decennial censns as it relates to

s state,

See, 17 'NRS 369,173 Is hereby amiended to réad as foflows:

369073 The deparinient shall apportion , [and the state contraller shall
distribute,] on a monthly basis; froif1 the 1ax ‘on liquor containing miré than
22 percent of aleohol by volutig, (ke portion of the tax collected durtng the

preceding .month which. is equivalent-1o 50 ceuls per wines gellon, amopg.

Carspn City and the cointies of this sidte- in proportion to their respective

popilaiiofis, [Thie depariment shall Apportion that moriey within (ke counties

ML
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1. If tiere are 10 iftorporaled cities within the county, the entire
amount mus{ go into the couniy trédsury.

2. TF (iefe i$ one incosporated cily within the:county the.money must be
apportioited between the city and the county on the basis of the popufatidn of
the gity avid the population of the county excluding the population of the €ity.

3. I there are two or more incorporated cified within 1hé county, the
entire amount must be apporiioned among the’ citiés In proportion to thelr
respeclive popitlations. C ’ )

4, Iu Carson Clty thé eniire amount must go into the city treasury.] The
state cohtroller shall deposit the anoinls gppmioned to Carson City and

each county in the lacal goverinnent tx disiribution find crealed by sectlon
8 af this, act-for credit 1o the respeciive gecounts of Carson City and each
county. ) o

Seg, 8. NRS 370.260 is hereby amgnded 10 read as follows:

370,260 1. Al taxes and license fees Imposed by the proyisions of
NRS 370,001 to 370,430, liclusive, less"aiy refunds pranted as provided by
faw, must bé patd t6 the departiment in the form of remitiances payable 10
the department. .

2. The depaniment shall:

(a) As compensation to:the state for the costs of colledting the taxés and
Heens fees, {ransmit egch morith the sum the legislatire specifies from the
remittances made to I pursuan} to subisection | during the preceding monih
tg tie state iréasurer for deposit (o the ecredit of the depariment, The
deposhed mbaey musl béexpended by the depariment in accordance with its
work prograni. )

() Erom, the. remillances: made to it pursuani ic subseéction 1 during the
preceding month, less the dmount trafismitted. puesuant to' paragraph (a),
transmit eqch monith the-portion 6f the fax Which is equivalent fo 12,5 mills
pér cigarefie to the state,Ireasurer for deposit to the credil of the account for
\he tax oncigareites in the-state general fund.

(&) Transinit the balace.of the payments each manth to the stale tréaturer
for deposit [to the crediy of the Tgareite iax account'in the Intefgovernmental
fund.] in ihe. local govermmenit ¢ distribiition fimd created by section 8 of
this atl, .

{d) Rejiort fo the state controllér monthly the amount of collections.

3. The moigy [ih the cigarelle tax account] deposited pursuail fo

* paragraph (c) of subsection 2 in the local governmen! tax distribinion find is

hereby appropriaied to Carson City and to each of (he.counties in proportion
{0 thele respective populations: {, ‘The amount in (he account which was
‘colleciéd during tHe préceding nionih must be gpportloned by the depariment
-and disiributed by the state controller as follows:” :
(a) In n.county whose popilation Is 6,000 or more:
(1) If there are no incorporaled citics ‘within. the county, the entire.

‘amount imust go inte the counly treasury,
AR
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, & If there is one incorpotated-city within'the county the money, rist
pgvapgqupgxegl_bc;ween the city and the county on the basis of ilie population
éirtyme ¢ity and the popwlation of, the county excluding the population of e

. (3) If there are.two or fiibte incorporated cities within the county, the
entite amount must be :apporiioned among the cities In praportion fo their

—12-

respective populations,

(b) In & county whose population s less than 6,000:

(1) If there-are no inoyporated cities or unincorpgrated towns within
the ounty, the entire amount must go-jnte the county iressury,

(2) 1f ttieve s ane jicorposated ity or one uiincorpdraled fown wiihin
the county thé nmoney must be apporiioned between the city or town and the
county on tlie basls;of the population of the élty or towniand the popiilation
of the county excluding the population of the clly or town; i

_ (3) 1 there are lwo or more incorporaled cifles or, unincorporated
toivns oF aninicofporated clty and ‘an ynincorporated iown within the county;
the -énthré amount must bs ‘apportioned smong the éilies or towns In
proportion lo their respective popilations,

(e} 1iv Carsoni City the &ntiré amount must go into the ity tréasury.

4. For thie purposes of this section, “uninerporaled town” méans only
those towns gaverned by town boards organized putsusnt to NRS 269.016 to
269.019, inclusiye.] and must be credited lo the respective accaunts of
Carson City and each conty. '

See. 19, NRS 375.070 is Hereby amended to réad és follows:

375070 [1.] The county recoidler shall transilt the procesds of the
enl property transfer 1ax at the.end of each duarter in'thé followlig manner:

[(a)] 4. An amount equal to that portion of ile -proceeds which s
equivalent 1o 10 cents for gach $500 of value or fraction thereof must be
transmltled fo ihe stale treasorer who shall deposit (hat Amgunt 10 the
acedunt for Jow-income housiig createdl pursiantto NRS 519.500.

[(b)) 2. The remliing proceeds must be transmited 0 the [cousity
treasurer, wlho shall in-Carson City, and in any county where there are np
incorporated cliips, deposit them all in-the general fund, and in other
couiilies deposit 25 percent of them jn the general fund and apportion the
remaindef. as follows: ‘ ' ' -

(1M thers ix0ne incorporated ¢ty in the county, beétween thiat Eity and
the courity gentfal fund in propoition to the. respeciive populations of the
city anil the Hnincarporated area of the county, '

(2) If there are two or mote cities in the courily, smong the &ities in
proportion 1o thefr respective populations. . )

2. 1 _lh,e,r,«_:_i.s;any incorporatéd ity in a county, the county recordsr shall
charge each city a fee equal jo 2 percent of the real properly transfer tax
which is transferred to that clty.j siale treasurer for deposil in the local

RN
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govermment jax distribution fund created by secilon 8 of this act for credit i
the respeciive accoutiis of Carson City and eath calinty. )

Sec. 20, NRS 377.055 1§ hieteby amended 10 read-as foliows:

377.055 1, The depadsient [,] shall monthly determine for cach
county 4n zmiourit of meney equal to the sum of; ) )

(a) Any fees and any taxes, Interest and penaliles which derive from the
basic city-county relief tax collected im thit etuniy pursudnt to this chapler
during the preceding month, less the corresponding -anoun| transferred to
the:state general fund pursuant fo sibsection 3 of NRS 377,050; and

{b) "That.propoition of the tolal amount of taxes which derive from that
poriion of the tax levied at the rale of pue-half of 1 percent collecied
purspant to his ‘chapter during the preceding month f{rom out-ofistate
businesses nol maintalning a fixed piace of business within this state, lgss the
corresponding, amount transferred 10, the state genexal (fund pursuant to
subiseetion 3 of NRS 377.050, which the population of that counly beass to
the total popilation of all conties which have i effect & cily-counly rellef
1ax oidinance {. } )

2. The department shall apporiion and.the state conttoller shall -teml thie
amount defermined for each counly in the follgWwing manner: |

ta) f there is: one Incorporated-oily i’ the tourty, apportion the money.
bepween Lhe city and {hé caunty general fund in proportion to the respeciive
populations of the city and the-unincorporated area of the county.

(b) I there are two or more chies. in the county, apportion all such moiiéy.
amohg (he cities in proportion o thelr respective populations;

(c) If there sre no Incorporated citles In {le county, femil the emire
amount {o the county fréasurer for deposit In thié founty general fund.

3, ‘The provistoiis 6f subsection 2 do. fiot apply to Carson Chy, where
the tichsurer shall deposit the entire amount defermiiped for the cliy and
recéived frora the state controller in the gengral fund.

4], )
and deposit the money in the local government i distribistion fund created
by section 8 of this aci for credit to lie respective acconnts. of each county.

3. For. the putpose of the distributlon required by (his spotion, e
otcasional sale of & vehicle shall be ‘deemed fo take place in the counly lo
which the piivilége. tax payable by the buyer upon that vehicle Is distributed,

Seéc. 21, NRS 377,057 is hereby amended (o read as follows:

377,057 1, ‘The siate eontroller, acting upon ihe rélevant nformatlon
furnished by the depariment, shall monthly from Mie-fes; faxes, intorest-and
penalties which derive from the suppleméntal ¢ity-equnty rellef tax collected
injafl copnifes.and from out-of:staté businesses durlwg the preceding month,
excepl a3 otherwise provided in subseetion 2: ] )

(a) For ‘Doviglas, Esmeralda, Ewrekn, Lander, Lincoln, Lyon, Mingral,
Nye, Pershing, Storey and Wiite Pine countjes, distributé to each county an

A
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amount equal (o one-twelfth of the amount distributed in the immediately

-4

preceding fiscal year multiplied.by one plus:

(1) The perceniage change in the lotal receipts from the supplemental
city-courity relief tax for all counties aid from out-of-siate businesses, from
the fiscal year 2 years preceding the immiediately preceding fiscal year to the
fiscal year precedlng the immediately preteding fiseal yesr; or

(2) Excepl as otherwise provided in this paragraph, he percentage
change in the population of the county, as certlfied by e governor pursuant
to NRS 360.285, added to the percentage change in the Consumer Price
Index for the year ending on December 31 next preceding the year of
distribution, '
whichever 13 less, éxepi thit the amduni dislribited to the county niust Hiot
be 1éss than the amount specificd in subsection [10,3 6, If ihe {United Staies)
Burean of the Census of the Unitzd States Deparimeint of Comitercé issues
popilation totals that conflict with the tofals certified by the governor
pursuant to NRS 360,285, e percentage change calculated pursuant o
subparagraph (2) for the ensuing fiscal year must be an estimate of the

-changein popilation for the calendar year, based upon the popilation totals

{ssued by the Bureau of the Census, i

(b) For all othér counties, distribute iz aniount temaining afier making'
the: distrlbuiions required by paragraph (#) lo each county {n the proportlon
that the amount of supplemental elty-counly relief 1ax collected in the county
for the mionth béars 10 thie total amount of supplenierital city-counly relief 1ax
coliected for that month fn the counties whose distribution will be
detetinined pufsuant 1o this pacagraph.

2. If the amaiint of supplemental city-counly relief 1ax collecizd in 2
county iisted in parapraph (a) of subsection § for the 12 most recent months
for. which Information concerning the actual amount collepted is available an
Febmary 15 :of sny year exceeds by more than 10 percent the amount
distribisted piifsuant to paragraph (a) 1o thal county for {lic same period, the
state: cointroller shalt distribute that coutny’s portion of the proceeds. froim the
supplemental city-county relief tax pursuant .o paragraph (b) in al
subsequent fiscal years, unless-a waiver js granted pursuan 1o subsection 3,

3. A county which, pursuant to subseciion 2, is requived to have It

- portion -of the proceeds from the “supplemenial cliy-county relici fax

distribited pufsuant to paragraph (b) of s0bsection 1, inay file a reguest with
the Nevada tax eommission for a walvér of the régiilrements of subsectlon 2,
The request must be filed on or before February 20 neat préceding the fiseal
year for which the counly will first receive its porfion of the proceeds from
the supplemental -city-gounty relief faX purspant -io paragraph (b) of
sibseetion {, anfl ymust be accompanled by évidénce which supports the

* granting of the. walvé, The comimlssion shall grant or deny & request-for.a

waiver on of before Marcli 10. next following the timely filing of the
réquést, 1f the. commission :detérmiines that the intrease in the amount of
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suppleniental city-gounty rélief tax collecteéd in the county was primarily

caused by:

(4) Nonrecurring taxable sales, it shall geant the request.

(b) Normal 'or sustainable growth in laxable sales, it shall deny the
request,
ch_oumy which is grentcd a walver pursuant to tliis subsécfion i5 not
téquired fo obtaln a wdiver in any subsequent fistal year (o confinue fo
veeeive its portion of the proceeds from the supplemental city-county relief
tax pigsuant to paragraph {(g) of subscction 1 ualess the amount of
supplemental cityzcounty reliel tax collected In the county in a fiseal year
again exceéds the theeshold established in subseetion 2. .

"4. The 'amount apportioned to each county miust [then be appoftioned.
amang the several locdl goveriiments therein, includifig. the county and
excluding the sehool distict, any district created to provide a telephone
tamber for emergencics, any distriét criated undér chapter 318 of NRS to
furnish emergency ieileal Serviges, any redecyelopmenl agency, any 1ax
incremelit drea and any ‘other local government excluded by specific.statuté,
in the proportion which each loeal .governmen(’s basic -ad valorém revenue
bears to'the total basic ad valorem revénue of all these’local governments,

5, .As used jn this section, the “basicad valotem revenuc” of each local
government, excepi as otherwise provided in subsection 6 of NRS 354.5987,
is 115 agéessed valvation, Including assessed valuation altributable to a
tedevelopment agency. of lax increment arca but excluding the sportion
attribiutable lo the nel proceeds of minerals; for the year of distributlon,

- multiplied Gy the 7ate levied on.its behalf for fhe fiscal year ending June 30,
_ 'I98Y, for purposés other thah paying tie irilerést on and principal of its

geiieral obligations, For the purposes of this:subsection; , .

" (4) A county whose actual tax Tate, for purppses other tham debl setvice,
for the fiscal year-endlng on June 30, 1981, was less than 50 cenls per $100
of assessed yaluation is enlitled 1o the Usé of 4 rate not grealer than 80 céms
per 3100 of assésked valuatlon, ’ ]

(b) -A Tiré district in such a county whose tax rate was more than 50 cents
‘per $100 of assessed valuation is entitled to the use of a rate not greater Jiian
$1,10°pEE.$100 of assessed valuation, )

6. For the purpdses of delermining basic ad valorem revenue, the
assessed valvation of a fire proteciion -district includés property which was
teansferred from Privale ownership 16 public ownership after. July 1, 1986,

ursiait o; ) . .

P (8) The Santini-Burton Act, Publlc Law 96-586;0r »

(b) Chapter 585, Statues of Nevada 1985, at page 1866; approved by thie
voters on November 4, 1986, o

7. On or before Febniary 15 of each yedr, the éxecutive diréctor shall
provide to each lgcal goveriment & preliminary estimate of the revenue
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will receive from the supplemental city-county relief tax i the next fiscal
year,
8. On or before March 15 of each year, Ihe sxeculive director shill:

(8) Make an estimte of the receipls from the supplememal cily-tounty
relief tax on an acorisl basjs for the next fiscal yéar ‘i ‘accordence ‘whth
generally atcepted accounting principles; and

.(b) Provide t¢ each local governnient an. estimate of the lax that local
government would receive based upon the estimale made pursuant to
paragraph.(a) and calculated pursuant.to the provisions of this section,

9. A local government may usc ihc estimate provided by ifie executlve
director puirsuant tg subsection B in (e preparalion f its budget,

10. 1 be deppsited in ‘the local gavemmem tax distribution fund eFéited by
seclion 8 of this atl for credit 10 the respeciive acconnls of each-cotiniy,

5. 'The minimum amount which may be distributed. 1o the following
countfes fn & morith pursudnt to pacagraph (a) of subsection } isag: follows;

- 16~

DOUBIAS .cversirinessaereeiturinrresrsanysrsivascnmssssssssansssrsanges $I80,293
Esmera]da T R ORTRTeN e 53,093
LANAEL. .o vvtivsecinsirinsreesinsennisosneisacscr i 155,106
Lincnln S SO N APPT POV PINURUON 72,973
Lyon e e s s agasesssan e napaasnne 390,898
Mineral ......... e s 118.299
NY8utcirreararsesnerintserisessnessaresarsers vrreserisnssisuyieen 296,609
Persllmg..... st s eaae 96,731
SIOTRY 1o vuvimnuenrvussssissisesesssrasosiansinaes reerenge 69,914
Whneru. S verensienseraarnearas e 158,863

[1L] 6 As used in thig section, unless the context ollierwise requires:

(@) ["Local government” includes a fire protection dlslﬁct organlzed
pursuant to chapter 473 of NRS.] “Enterprise disiricr™ has e ieaniig
wicribed to'l1 in.sectioh 4 of this act,

(b) "Local government” [does not Inchide the Nevadd rural housipg
autliorily.] has ifie meaning ascribed 1o it In secrion § of this act.

(c) “Special district” has the meaning ascribed 1o It I Seciion 7 .of this

See. 22, Chapler 354 of NRS is léreby amended by adding thereto
séctions 23 and 24 of this act,

Sec, 23, Except as.otherwise provided it sectloy 24-of this act, if one or
more local governments assume’ the funcilgns previously pz;]'ormed by a
{ocal government shat no longer #xists, the Nevada iax commisslon shall add
10 [he allgwed reveuue froi laxes ad valorem ofliérwise allowadble 10 the
local governinent or locil goverpmenis puritiant 1o NES 35459811 én
amoint eqitdl 1o the abiowed revénye from laxes ad valorem for the Jast fischl
yéar of existeice of the local government whose Junctions were assuied. If

N
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mare’ than one local governmen! assumes the JSimetions, the additional
revenite. must be divided among the local governments on the basis of ihe
proporiignate cosis of the ﬁmcnons assumed. The Nevada tax corunilssion
shall not aIIoW fny incredse i the allowed revenie, ﬁam faxes qd-valoren if
the fiicredse would resull in & decrease in revenue of any local governmeit
i the coifity thiat does net assume those functions.

-Sec. 24, 1, For the purpise of calculdring the amownt to be distributed
pursuant o the provisions of sectiops 10 aud 11 of this act from a cagniy’s
aceount in the focal governinent iax distribution fund fo a local govérnineni,
special. district or enterprise distrigt afier it assumes the z funciions of arioiher
local goversiniens, special districl o enlezpnse district:

{a) Excepl as oiherivise provided iri this subsecilon and subséction 2 the
execnilve direcior af-the department of taxation shall:

(1) Add the amounts caleujared prirsiant to subsection 1 or 2 of section
10 of this act for each lacal government, spegial district ar enterprise districi
and allotale the combined amount.jo the locil goverminent, special disirici
or enferprise disirict that gssunes the functions; and
{2) If applicalile, add the populasion and dvérage change in the
assessed valitation of taxable. propery that would atherwise be allowed to the
focal governient gr-special district whose fimetions are assnmed, excepl any
assessed valyation atiributable to fhie net proceeds of niinerals, pursuont 1o
subsectlon 3 of section 11.0f this.acl to the population and average change it
assessed valuaiian for she lical government, special district or enterprise
distrier that assunies the finiciions,

o) If ‘two or amore -local govemmenss, ‘speclal distiicts or emerprise-
districis assume i functions of another locil governmeit, speciat dlstrict or
eliteiprise district, the aflditiorial révene must be divided among the local
goverments, spéclal distriels ‘or enterprise. districts thar assume the
Junctions on the basis of the proportionate cosis of tige, ﬁmcuons assimed.
The Nevada tax commission shall uot allow any increase in -ihe. altowed
ravémie ffom flie takes comained in the county's account i the local
government tax distribition fund if ilie increase would result in a decrease in
revenne of any local government, special district or emerprise disyrict in the
county thal does not assume fhose ﬁmcuons. If inoré thau ‘one locdi
goverment, special district or enterprise district assuines.the funciions, thé
Nevidda tax commission shall détemilrie tlie appropiiaté amotnts calcildred
Pursiant 1o ,mbparagraph.r {1y and (2). of paragrapi. (a).

2, Ifaciy dimmo:;uarales, the board of connty copunissiotters of the
county In which the city Is located must determine the amiounl the
unlncwporated 1own crealed by the disincorporation will receive pirsunt to
ihe pravisions uf sections 210 15, inclusive, of ihis ach,

3, Asused in this section:

(a) “Enterprise district” has the iweaning ascribed to It i section 4 of this
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1 (@) "Loca] governmen™ has (he medning dscribed to It in séction 6 of fhis i levy before it expires and may not {hereafter feimpose it in wholé or in part
2 acl o 2 without following the procedure vedjuired for its ofiginal impdsition.
3 (o} “Spécial district™ las the imeaning ascribéd to it in section 7 of this 3 2, A special eleGtion niay be held Ghly f the governing body of the local
4 acl, . _ ) , 4 governinent delerrines, by & uranious Vote, 1hal an emergency exists. The
5 See, 25, NRS:354,470 is hiereby amended 10 read as follows: w 5 “detérmination made by the governing body is conclusive unless it i3 shown
6 354470 NRS 354.470 to 354,626, inclusive, and secilons 23 and 24 of 6 that the governfng body acted with fraud or a gross abusé of dlscréllon. Ar
7 1his act may be cited as the Local Government Budget Agt, 7 aclion tg challenge the deternilnation made by e governinig. body fausi be
8 Sec, 26, NRS'354,59813 js Hioreliy anmiendéd to read as foliows: 8 commenced wilhin 15 days aftéf the goveriing botly's determination is final,
9 35450813 1. Inaddiion 1o the aliowed evenié from taxes ad vaforem 9 As uised in tiis subsection, “eniergency” means any tinexpécled oceurrence
10 determined pursuast to NRS 35459811, [when] 4f the estimate of lhe 10 or combinalion of occurrcices whith requires immediale aciion by e
1} revemie avallible from the supplemental city-county relief tax fo the connty It goveriting body of the focal govetnment to prevent -or, mitigate a subsiantial
12 -as determined by the: execilive director of the depariment of taxation 12 financial Joss Lo Ihe local government or (o enable the governing bidy 16
13 pursuant io the provisions of [NRS 377.057) subseciion 8 df seciion 11" of 13 provide an essential service to the residents of thé local government.
14 his act is Jess -than {he amounl .of monéy that would be generated by 14 3. To ihe pllowed réveriie from idxes ad valorém deiermined pursvant
15 applylng g lax rate of $1.15 per $100 of assessed valuaflon to {he assessed 15 1o NRS 354.59811 for a local goveriiment, the executivé director of the
16 valuation of the [siafe;] founiy, the governing body of each Jocal government 16 department of taxation shall add any amount dpproved by the leglslature for
17 may levy an addltional 1ax d valdrem for opsrating purposes, The tolal tax 17 ihe cost 16 thay local governsiient of any substasitial program or expense
18 lévied by the governing biody of a Tocal government pursuant to this gection I8 required by legislativé enactment.
19 must riot excéed a rate-caleulafed to produce tevenue equal to the difference 19 [4.. Exceptas otherwise provided in this-subsection, if one or more lotal
20 between the [amound ¢ 20 governments take over the functions previously performed by a local
21 (a) Amount of fevémie from supplemental clty-couniy ‘relief 1ax estimated 21 government which nolonjér exisls, the Nevidd tax commission shall add 1o
22 1o be reeslved by fthaf local government andl the conidy pursuant (o } 22 the allowed fevenue from tixes ad valorem and the basle ad valorem
23 subyeciion 8 of séétien 11 .of this act; and “ 23 ‘révenue, reipsctively, otherwise. aligwable to the jocal gavernment or local
24 (b} The 1ax that [i1] the county would have been estimated lo receive if the 24 poveriments pursuant to NRS 354.59811 -and 377.057, an amount equal (o
25 estimaie for the total revenue availdble from \he tax was equal 10 the amount 25 fthe aflowed revenue from taxes ad vaforem and the basic ad valorem
26 of money Ihat'would tie genevated by applyiiig a tax rale of $1.15 per $100 26 revenue, respectively, for the last fiscal year of existence of the local
27 of asfessed valuation to.the aséésied vajualion of the [state.] cotnty, 27 goveinment whosé [uriétlons’ were assimed. If rore than one local
28 multiplied by the proportion determined Jor-the local governnient pursuani to 28 goveriment assumes thie fuictions, the additional revenue must be divided
29 subparagraph (2) of paragrapli {a) of snbsection 3 of sechion I of his act. 29 amoiig the local governments on the basis of the proportionate cosls of the
30 .2, Any addltional taxes ad valorem levied 23 a result of ihe -application 30 functions assumed. The Nevada tax commission shall not alloW any incréase
31 of this sectlon myst ol be incioded in e base from which the allowed 31 In the allowed revenue from taxes ad valorem or basic'ad valorem réverine if
32 revenue from taxes ad valorem for the next:subsequent year is compuited, 32 the Increase would result in a décreasé in revénue Of any local government
33 3 Asused bt IS section, “lotal government” has the meaning ascribed 33 in the county whiGhi doEs ndt assume thosé functions.]
34 i it in section 6 of this dct, i ) 34 Séc, 28, NRS 354.5987 i§ hersby amended o read as follows:
35 See. 27. NRS 354,5982:1s hereby amended to read as follows: 35 3545987 1, For the jiirposes of NRS 354,59811 , [and 377.057,] the
36 3545982 1. ‘The Jogal government jmay ¢xceed the lisnit impased by 3¢ allowed revenue from taxes ad valorem {apd the basic ad valorein reverivel
37 NRS 354.59811 upon {lie caleyilated réceipts from iaxes ad valorem only If ‘37 ofany local government:
38 lis governing body proposes lo its reglsicred volers ai additional Jevy ad 3§ (a) Which comes Into being un of after July 1, 1989, whether riewly
39 valorem, specifying the hiriouint of money to be derived, the purpose for 35 created, consollddted, or bath; . .
40 which It is to be expénded and the duralion of the. levy, and the proposal Is 40 Kb} Whicti was In existénce before July 1, 1989, but for which the baste
41 approved:by a minjority of the voters voting on the question at & primary of '“ A1 ad valorem revenue wiis not established for the fiscal year ending June 30,
42 general election or a speclal election called for that parpose. The duration of 42 1989; or
43 thie tevy riust not-exceed 30 years, The governing body may discontinue ile 43 (@) or
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(5) Which was in existence before July I, 1989, but did not receive
fevéiilie from (dkes 7d valorem, except any levied for debt serviee, for the
fiseal'year ending June 30, 1989,
mus! be initially established by the Nevada tax commistion.

2. Baxgepl ss otherwise provided insubsestions 3 and {8;] 6, if'the locdl
government for whichi the allowed revenue’ from taxes ngd valorem [and the
basic ad valorem revenus are] js to be cslabhshed peiforms 4 function
previously. performed by andther local government, the tolal revenue
allowed 10 all lodal governments for performiance of Substantially the same
function in substantially the same gevgraphical area must nol e Incroased.
To achfeve this result, the Nevadd tax commission shall request the
commiltez op local government {inance to prepare a statement of the prior
cost of pcrfomﬂng the function fof ¢dch pmdecessor local govemmcnl.
Withine 60 days affer recéipt of such 8 fequest, the conimitiee on 1ol
govemmenl finance shall prepire a Sldtemsnt picsuant 16 the fequest and
transniit it fo the Nevada 1ax commlasiin. The Nevdda tax commission may
accept, reject or-amend the. statement, of 1he commitéee on Jogal government
finance, The declsion of the Nevada tax comuilssion is final. ‘Upon making a
finat delcnmnmion &f the prior cost of performmg tie func(mn “for each
predecessor local goveinment, the Nevada tax commnsslon shally

(2) Deélermiine. the percentage that the prior cost of performing tle
function for each predecessor local government is of [the basle ad valorem
revenue and of) the allowed revemue from laxes ad valorcm of that loéal
government; and

(b) Apgly the Ipsrcentages] perceniage deléninined pursuant t6. paragraph

() 1o the {batie ad valorem revémie and to-the] alloived revemit from taxes
ad valorem [, respéctively,] and siibtidet [those amounts respectively from
e basic 48 valorem ¥evenue and] ot amount fiom the allowed revenue
from faxes ad valorem of the predecessor local government,
The [basic ad valorem revenue andj allowed revenue from iaxes 44 valorém
L rcgpccﬁvely,] s(lnbu!ablc to.the new local government for the vost of
perforriting. the; “fanction must’ cqual the fonal of the amounts sublracted for
the prior.cosf of performing the Tunction from the [basic ad valorem yevenue
and] allowed revepud from laxes-ad valorem [, respectively,] of all of the
predecessor local govemments,

3. [I€ the local government for whish the basic ad valgréin revefiue is to
b;]: clslabhshcd pursiaiin to subséetion 13 a city, the Nevada tax Sonimission
shall;

{a) Using the basic ad valorem revenuc of the town replqced by the city,
if any, as a basls, 3¢t the basic ad valorem revenye of the city at an amount
sufficient to allo.. the clty, with other availible revenus, to provide (he ‘basic
services for which il was createds

(b) Reduce the basic ad valorem reveniis of llie county by the amoum set
for thig city pursuant 10 paragraph (4);
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{¢) Add to the basic ad valorem revenue of the €¢gunty thé bisic ad
valorem revémie of any lown which fié eity hifs réplaced; dnd

{d) Add to thé allowed revenue-fror taxes ad valorem of the county the
aftweil réveaue from taxcs ad valorem for any town which the city
teplaced.

4.} If the local governmen! for which ilie allowed revenie from faxes ad
valorem [or the basic ad valorem tevcnue] is to be established Is an
unincorporated town which provides a service not prcvmusly pmvu]cd by
another logal governmen, dnd ihe bodrd Gf county dormlssioners has
jrichided the -unincorporled Town ini a resolution .adopted pursnant lo the
provisions of NRS 269:5735, Lhe Nevada tax-comunission shall Tt

() Es[abhsh the basie ad valorém revenue of the fown al an amgaunt
which % in the same ratio to the assessed valualion of the town as the
combined basic ad valorem revenues are (0 the combmed dssessed valuationis
of all other unincorporaled fowsis iricluded 3 the Tommon fevy. authorized
puisuant fo NRS:269.5755; aid

(B) 11, If he vnincorporated fown [also] does. ot receive revenye from
taxés ad valorem,. establish lhc vallowcd revenue of the town from taxes ad
valorem at an amount which is In the same ratio to the-assessed valuallon af
the:town as the cnmbmcd allowed fevenues from taxes ad valorei are to the.
combined assessed valuations of Ihié oier uniticorporated towns included in
th Eoimrion levy.

[S. The basls ad valorem revenue and}

4, The alfowed reyenite from taxes ad valorem of an unincorpordled
town which provides a service not-previously provided by anoflier Jocal
government must be:

{a) Reduced by 75 percent for itie first fiscal year. following, the i scal
year ‘in which flie [basm ad vélorem révenvé &nd] allowed févenue from
laxes ad valorem Jare] is estabiished purspant to subsection [4;13

(b) Reduged by 50° ‘percent for the second fiscal year following the fiscal
year in which the [wasic ad valorem venue and) allowed revenue from
taxes ad valorem [arc] Is-establishied pursudnl to subsec(ion [4:] 3; and

(c) Reduced by 25 percent’ for the third fiscdl year folfowirig the fiscal
yéat in which the [basic ad valoreni revenie arid] aliowed revenue from
laxgs ad valorerm [ate] fs established pursuantio subsection {4,

EA

5. Inany other case, except as otherwise provided in sibsectibn [8,] 5,
the atlowed sevenue froni taxes ad valorem of all lo¢al governments in tllc
couinty, détérmined pursuam 16 NRS354,59811, must not be increased, but
the {otal [basic ad valorem revénue gind) allowcd reveue from taxes ad
valoreni must be réallogaied dmong the Toed! governments consistent with
subsettioni 2 to accomitodate thie-amounl established for the new local
government pursiuant to subsection 1.
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[7, Any amoum of basic -ad valorem révenue allowible which is
established or chariged pursuant to this section rust Ve used 10 determiné a
ax raie for the fiscal year endmg June 30, 1981, for each affected local
government, This newy lnx rate must b used 1o maXe fhe dismbuuom amoing
the local governments i the cunty regilred by NRS 377.087 for each year
following the, year in which the amount was established or changed,

8] 6, In cslabllshmg the allowed reveriue from taxes ad valorem of a
county,- chy or lown jursuant 1o fhis sécilon, the Nevada taX comimission
shall ailow a tax rate for-operating expenses of at least 15 cenis per $100 of
assessed valuation in adldlition to the 1ax rate-allowed for any identified and
restricted purposes and for debt service,

19.1 77 As used in this secilon;

() "Predecessor local government” means a local government whith
previously perl‘oxmed all or part of a function 1o be performed by the focal
governifient for which ihe allowed revente froms laxes ad valorem [and the
bagic ad valorem ravénue! are] is being established pursiiant to. subsecijon 1,

(1), “Prior cost of performing the functiof” eans the amount expenided
by-a Jocal goveinmenl to perform a function which is now (o be performed
By-another local government. The-amount must be determined on the basls
of the most reent fiscal year for which retlable information is available.

Sec. 20. NRS 354, 59874 is hereby ameiided 16 read as follows:

354.59874 Excepl as otherwlse provided in [subsection 4 of NRS
354,5982]) séctions-23 anid 24 of this.act and subsection 2 of NRS 354. 5987.
if one local goveinmen! fakes over a function or provides a service
previgusly performed by : anolher]ocal governmen! pursuant {0 an agiéement
between the 16cal governments, upon peiition Gy the pameipahng local
goVernmens, {hig execulive divacior of the department of taxation shall:

I, Reduce the allowed revenus from taxes ad valorem cafculated
pursuant fo NRS 35459811 of the local government which prevmusly
pcrtormed the funclion or prowded the. seerce, for the first year the service
is provided or the funciion fs perfoxmed by an amou.nl equal to the gost of
pérforming lhe funclion or praviding fhe. service;.and

2, Increase the allowed revenue from Jaxes ad valorem calculaled
pursiiant to NRS 354.59811 of the local ‘government which assumed the
performance of the function or the provisiun of the service, for the first year
the serylee §s provided-or the function fs pcrrormed by an amount egial lo
the amount by which the reduction was made pursuant 10 subséction 1.

Sec. 30 NRS 408,235 15 hereby amended 1o read as follows;

408:235 1, Thert is hereby created the state highway fund.

2. Excepl a§ oiligrwise pmvxdod In subsection {6) 7 of NRS 482,180, the
proceeds from the imposition of any license or registeation fee and other

...2'2_‘.

charges with respect to the nparﬂlion of any motor vehicle upon any publie

highway, ‘city, town or county. road, sirest, achy or highway in 1his state did
the proceeds from the imposition of any excise lax on gasoling or olfier

I
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molor vehicle fuel must be deposiied in the sfale highway (und and must,
except for Costs of Administéiing the collection thereof, be used exclusively
for  admifisiralion, cofistrubtion, réSonstrugiion,  imiptovement  and
mainteriance of highways a§ provided for in this chap!er.

3, ‘The interest and income earned op the moriey, in ihe stale highway
fungd, afer deducung any applicable chargcs misst B credited 1o the fond,

4 ‘Costs of adminisirationy for the collection of the proceeds for any
license o régiSiration feés dind othier charges with respect to the opération of
any fnofor vehicle musi be lirited to o sum not o exceéd 22 percent of the
total procéeds:so collected.

5. Cosis of administration for the collection of any éxcise lax on
gasoline or otliey motor vehicle firel must be limifed to 2 sum not to éxceed 1
percent of the fotal procceds so collected,.

6. Al bjlis and chnrgts agalnsl the siate highway fund for
sdittistration, constniétion, xéconsirution, improvement and maintenance
of highways uikler the provisions of this.chapier must be certified by the
diretior and musy be presented to and examined by the stale board of
‘examiners, When allowed by the state-board of examiners and upon being
andlied by the state comm]ler. the s1ale confrollér shall draw his warrant
therefor vpoit flie siate Ireasurer,

See. 31,  NRS482.180'is kiereby amenifed 1d read as foltows:

482,180 1. ‘The motor velicle fund is hereby created as an agency
funil, Excepl as otherwise provided jn subsection 4 or by a specxr c statute,
41l money fecelved or collegied by the department must be deposited in the
slate ireasury for credit 1o the inotor vehicle fiind,

2. “The interest afid incomie on (e money it the motor vehicle fuid,
afier dcducnng any applicable cliarges, must be credited to the state highway

3 Any check accepied by the department in payiment of vehicle
privilege tax or any ofher fee fequifed to be collected under this chaptér
must, if it §s dishoriored upon_ pigsentation for payment, ba charged back
apguinsi the motor:vehicle funil or the county 1o wlnch the payment was®
credlled, in the proper proportion.

4, Al money received or collecred by the depanmem Jor the baiic
vehicle privilege tax nmusi be deposited in ihe dgcal -governnient fax
dislnbu/wn Jund; crealed by section 8 of i act, for cradit 10 the

appropriate cointy pummm 10 subsectioii 6.

3. Moriey fortle administration of the provisions of this chapler must be
provided By direet legislative appropriation from the g highway fund,
upen the. presemallun of budgets in the manner required by law. Oul of the
appropriation the deparimen{ shall pay every item of expense.

[5]8 The prlvnlegc 1ax colléciédl on vehicles subject to the provnions
of chapter 706 of NRS sand enigaged in ifefstate O intercounty operation
mst -be- distribuléd dAmoig The countiés in thie foliowing pereenlages:

i
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Carson Cily ,....... 107 percent Lincoln...cvene, 3,12 percent
Churchill ......55... 521 percent Lyon......c.ees 2,50 pereent
Clark. .. ivuuiennns 22.54 percent Minéral ,........ 2.40 percenl
Douglas vvveerevennns 2,52 pereent NYe . ciiversinnes 4,09 percent
Elka,....... . 13.31 percent Pershing .,...... 7.00 percent
Esmeralda.......... 2.32 percent SIOTEY veerprnnn 219 percent
Eureka...oivenee, 3,10 percent Washos..,...... 12:24 percent

Humiboldt.coivevni 8,25 portent White Ping ..., 5,66 percent

Lander........voines 3,88 percent

The disiributions imust be allocated among locdl governments witlin the
rspective counties pursuant 1o thie provisions of NRS 482,181,

[6.] 7 As commission o the deépartment for colleciing the privilege tax:

on vehicles siibject to tiie provisions of this chapter and chapter 706 of NRS,
the depariment shall deduct and withlold 1 percent of the privilege tax
cuilected by a county asscssor and 6 peréent of the othef privilége tax
collected, ’ '

[7.1 8 When the réquireinents of this section and NRS 482.181 have
been mel, and when directed by the depariment, the state controller shall
lf:‘_]a;:]sfgr monthly o the state highway fund any balance in tlie motor vehicle

nd,

[B.] 2. If & statute requires that any mongy. in the motor vehicle fund be
transferred to another fund “or account, the department shall direct tie
caritroller to transfer the maney in accordance with the statule,

Sec. 32, NRS 482,181 js hereby amended fo read as follows:

482.181 1. Except as otherwise provided in subseclion 4, the
department shall certify monthly to the siate’ board of examiners the amount
of the basic and supplemenia] privilege 1a%E4 collected for each county by
tig' depattmeit and its agents during the preeeding:maonth, aid thel monsy
must be distribiited monthly as provided in this seciion,

2. Anpy supplemenia) privilege tox collected for a counly must. be
g?ls]lraqlted only lo the county, 10 be used as provided in NRS 371.045 and

3, The distribuiion of e basie privilege tax within a counly imust be
made 1o JocAl governments, fas defindd in NRS 354.474, excepl
redevelopment agenies and lax Increment arees, 1 special districts and
enterprise districts pursuant to 1 provistons of sections 10 and 11 of ihis
acl, The distribuiion of the hasic privifége lax-nst bé inade to the county
schogl district within the county before the distiibuiion of the basic privilege
tak piirsudnl 16 the provisions of sections 10 and 11 of this act and in the
same ratio as all propeny taxes Were Jevled i thé counly fin the previous
fiscal year, but the Siaie of Nevada is riot gntitled to share jn.thal disiribution
. Jand at least 5 percent of (he basic privilege 1ax disbittséd to a county must
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be déposiied for Gredit to the county’s general fand.] For the purposé of [ihis
subseclion,] calcnlating the amonnt of basic privilege tax to be distribied fo
the connty school dlsiriet, the taxes Jevied by each local government ,
special district and "entérprise: ‘districi are \he produgt of its certified
yaliation, déicrmiined pursuant o Subsection 2 of NRS 361,405, and_ils lax
rate, established pursuant to NRS 361,455 for the fiscal year beginning’ on
July 1, 1980, except that the tax-rate for schoo) disiricts, includiog the rate
altributable to a district's debt service, is the rate established pursuant o
NRS 361,455 for the fiscal year beginning on July 1, 1978, bt if the rate
altributable. o & district's debi service in any fiscal year is greatér than lis
rate for the fiscal year beginning on July 1, 1978, the highet rate: mast be
used to delenmine the dmount atiributable to debt sexvice,

4, An amount ¢qual fo any Dbasic privilege tax distributed to a
redevelopinent ageney of tax increment avea ini the: fiscal year 1987-1988
must continue to be distributed [o that agency or area s long as it exisls but
must not be increased.

5. TLocal governmenis, other than incorporated cities, are emtitled 10
receive no distribution of baste piivilege tax if thy distribution to the local
government is less Wan $100. Any ufidsiilbiied money sccrues lo the
county general fuid of the county in which the local goyermment is localed,

6] The deparimenl shall make distributions. of basic privilege fax
directly 10 {counties,] county sehooi disiricts . Jand Incoiporated cities.
Distrlbutions for other Jocal governmenis williln a county must be-paid 10 the
counties for distribution to the otfter local governments.]

6, As ysed int this séction: )

{a) “Enieprise districe™ has the meaning ascribed to It in section 4 of this
acl.
) “Local governinemt ™ haas themeaning ascribéd to it in secion 6.of this
acl.
{c) "Special disirict” has ihe meaning dscribed 1o It ifi seciton 7 of this

acl;

Sec. 33, Section 10 of chapter 590, Statutes .of Nevada 1995, -at page
2187, Is hereby amended to read as follows:

Sec. 10, [1,] This section and secijons 1 to 7, iriclusive, and 9
of 1his act bucoine effective on July 1, 1995, .
[2. Section 8 of ihis act becomes effective on July 1, 200.]

Sec. 34, NRS 354.489 iind section 8 of chapler- 590, Statutes of Nevada
1995, at page 2183, are hereby repealed. )

Sec. 35, 1. Notwithsianding the provisions of ‘subseciion 1 of seetion
10 of ihis act, the-execulive direstor of the-department of lixation shall, Tor
the initial year of distribution of the mongy conidined in the lotal
government tax distribuiion fund, allicate io each enterprise district an
amount in 1lew of.the amoiini alldeated pursbani to subsection 1 of section 10
of this met that is equil 1o the averige snnual amount tlial the enterprise.
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district received from the proceeds ffom each tax included in the fund for
the fiscal years ending on June 30, 1996, and Jurié 30, 1997,

2. Notwithstanding the- provisions of subseclion 2 of section 10 of this
act, (he excculive dirécior of (he departmeiil 6f taxation shall, for the initial
year of distribitlon 6f the mongy conlained in the local government ftax
distribution fund, allocate 1o each local govemment and special distriet that
receives, before Suly 1, 1998, any of the proceeds from a tax which i§
included in the local government tex distribution fund an amount in liey of
{hie amewnt-allocated pursiiant 1o the provisions of sectioiis 10 #id 11 of this
adl that i equal 0 an dmouiit ealculated by: i

(2) Muolifplying the average of the arovint of each tax included in the fund
that wais distribuled (o the logal government or specinl district for the fiscal
years ending on June 30, 1996, and June 30, 1997, by one plus the average
percentage change bétween the:

(1) Total amoinis received by the local governments and special
distriels Tocated in the same cowily for the fiscal year ending en June 30,
1997; and

(2)- Avérage of the total amounts received by the Jocal governments and
special districts Jocated In the same county for the fiscal_years ¢nding on
June 30, 1996, and June 30, 1997; and

(b) Mullipiying the amount calcilated in paragraph (a) by one plus’ the
average percentage change in (he Consunier Price-Index (Ail Ttems) fof the
period from July 1, 1997, to Decemiber 31, 1997, N

3. For the-purposes.of this-section, ‘the fiscal year ending on June 30,
1999, s the initial year-of distribulion.

4, Asused in thig seétlon:

() “Enterprise disirlct® hay the méaning aecibied to il in séetion 4 of this
acl,

{b) “Loeal government” hag il meaning ascribed to it In seciion 6 of this

HGL By . . PN
(e) “Special district” has the meaning ascribed to it in section 7 of this
act,

. See.-36. 1. Tie. governing body 6f a local govemmient or special
district that Yecgives, before July 1, 1998, any poriion of the proceéds from
a tax. which is included in the local governmeiu tax distribution fund may
submit a request to tie execulive dircetor of the department of taxstion for
an adjustment-to tie amount calculated pursuant to section 35 of thils act.

2. A govérning body thal sibmils a reqicst fursuant lo -subséction
must: .

" (8) Submit the request lo the exetutive dirgdtor of the department of

taxation; and

(by Provide copies of the request and any information it sabmiis o tte -

exceutive dirgetor. in support of the request to .each of the other Jogal
governments and :special distriets that recélve any porilon .of the procecds
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from 4 tax which is includédl in thie local government tax distribution fund
and which 15 Jocated witkiin the samie county,
on or béfore Décember 34, 1997. . .

3, The execitivé direétor of the department of laxation shall review a
reqiiest submitted pursuant to subsection 1 and :submit his findiigs.to the
commitice on local government finince. In réviewing the request, the
executive direclor shall: )

{8) Analyzo the revenues available (o the local government or ;gecla}
distriét in the fiscal year ending on Jume 30, 1981, including, withouy
Himildiion: ) o o
(1) The-rate-of property taxes levied for tho fis¢al year ending on June
30, 1981; o

(2) The change in {he rdle of property 1axes for the 5 years.
immedialely preceding the fiscal year ending on June 30, 1981; and

(3) The cliange In the assessed vatuation of the iaxable property withln
the local government or special district over the 5 yeurs _imr_n;d:aiely
préciding. the fiscal year ending on June 30, 1981, but éxcluding any
sissexsed valuation atiribugable to the et proceeds of minerals; and

(b} Consider: ‘ .

{1y ‘The cffeet of an'intreide in the amount calcilated pursuant lo the
provisions of sections 10 and 11 of this 2e} for the local governmen) or
speeial district on-thé amounls that the otlier local govemninents wiid special
districts that are located within the same county will recdive from the iocal
government tax distribution fund; .

" {2) Any other fagtors that mdy have caused Ahe Ipqal ‘government er
special dislrict (o esperierice prowth or olher effecs which are not eflscied
in thé fofmula for disivibution‘for the supplemental city-counly mllcf tax set
forth 1i-NRS:377.057 as that formula exists befors July 1, 1998; and

(3) The comparison of the amount calculdled pursuinl Io the proviswns
of sectlons 10 and 11 of thls at for the local governmient or speeial district
w0 the amounts cateulated pursuant lo provisicns of sections 40 and {1 of this
act for the otfier lotal governmenits snd special districts that are located in
thié same ‘county. ) : o ‘
The executive dlvector shall not base his findings sclely on ihe facl that a
local government :or speciai disirict §id not levy a fate of properly tax cqual
in rate o, those levied by other similar focal goverimenls or ‘seeial districts
or the fiseal year ending-on June 30, 1981, L “

4, ‘The commiltée on local government finance shall revicw ihe findings
submitied by the executive ditécior of Ui departmenit of tatation pursuant to
subsection 3. If the committee determines thai the adjusfmient (o the amount

27—

‘calclated pursuant to subsection 2 of section 10 of this act is aﬂprqprlﬂle; it
shall submit a recommendation to the Névada tax commission that sels forih
the amount of the recommended adjustment. If the commitice determines
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that the sdjustment is*not approprinte, iliat decislon.is nol subjéct fo review
by the Nevada tax commission,

5. The Nevada tax commission shalf schedule a public hearing within 30°
days after the commitiée on local povemmient financé submils its
recomiitendation, The Névada tax commiission shall provide public notice of
the Hearing at 1éast 10°days before the daté on which the ‘hearing will be
hetd, The executive divgotor of the depariment of: taxation shall provide
coples of all dovuments refevant lo the adjustment récommended by the
commiltee on focal government finarce 1o the: governing body of each local
goverament ard special distrit that is located in the same county as the local
government or special district that requésts the ‘adjustinent.

6. If, aner the public hearing, 1li¢ Nevada tax ¢commissipn détérmines
that the recommended adjustment is appropﬁate i1.stidll order the exéptitive
dirselor of the depanmcm of taxstion to adjust the amourd calculated
puzsuant to the provisigns of sections 10 and 11 of iliis det,

7. The cxecutlve dircttor of the depariment of taxation, the commitiee
on local government finance and the Nevada tax commission shall ol
consider any reques] foran adjustment to the amoun! calculated pursuant (o
the prowsmns of seclions 10 and 11 of ihis act for & logal governnient or
apecial district that is submitied dfidr Décomber 31, 1997,

8, Asused in this secrion:

(a) *Local governmem” has lhe mieaning ascribed {e 1t in section 6 of tils
ael,

{b) “Special district” has the meamng aseribed to it in section 7 of !hls
aci,

Sec. 37, 1. On or beforé Seprembér 15, 1997, the exécuiive diréctor
of the depariment of taxatlon ahall calculate the amount each enterprise
diatrict will reeeive pursuani 1o subsection 1 of section 10 of this aet,

2. As used in this secllon, “enterprise disteicl™ hes the meaning ascribed
to it in section 4-of this act.

See, 38. 1, This section and sec(xons 1 16 7, inclisive, 12, )3 and 37
oF this act become effedlive upon pnssugc and spproval.

2. Sections 8 tp 11, inclusive, and 14 to 36, inclusive, of this zet
become efféctive on July 1, 1998,

—28 -~

TEXT OF REPEALED SECTIONS

354.489 “Baslc ad valorem revenus” defiied, “Basic ad valorent

revenue” has ihie mieariing ascribed 1o it in NRS 377.057,

A
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Section § of chapter 590, Statutes of Nevada 1995:

Seo, 8. NRS 482,181 s hereby amended o read as follows:

482,181 1. “Except as otherwise provided ini subsection [4,] 5,
the depaﬂmem shall cerlify monthly 16 thie State board of examiners
‘the amdnt of the basie arid supplemental priviiege taxes collegted
for each county by the depariment and its agerils during !he
preceding momh, and that money must be distribuled monthly &5
provided in this section,

2, Any supplemental privilege 185 colléeted for & couiity must be
disteibited only to the courity, to bé ‘used as provided in NRS
371.045,

3. The distribution of the basic privilege. tax within a county
must be made o lodal governmients, as defingd in, NRS' 354. 474
except Tedevelopment agencles and tax increment areas, in the same
ratip a5 a1l properly taxes were levied in the county in the prcvmus
fiscal year, bul the Stale of Nevada is pot entitled to share in (hal
distribiition and at least 5 percent of f the basic prlvﬁege 1ax dishursed
(o a county must Be deposlled for gredlit fo thie county’s general fund,
For the purpose -of this subsection, the tixes levied by each fgcal
goveriiinent aré the piroduct of- its centified -valuatlon, determined
pursuant to subsection 2 of NRS 361,405, and lis tax rate,
cstablished ‘pursuant to NRS 361. 455 for the figcal year bcginnmg on
July 1, 1980, except that ihe tax rate for school disiriots, including
the rafe aliribuiable 16 a district's debt sérvice, Js the rate established
pursuant to NRS 361.455 for the fiscal year beginning on July 1,
1978, but if (he Fate anributable to a district’s debt service in any
fiscal year js grealer than ils rate for the fiscal year beginsing on
July 1, 1978, the higher rale must be uged to determing-the smount
aunbutable to debit service.

4. The tax rate for the fiscal year begititiing on July 1, 1980, of
ait-iiiiticorporated 1wn crealed afier July 1, 1980, for which the
Nevida tax coniinisston establishes thie allowed reyenue. fron: taxes ad
valoien or bigsle ad yalorem revenue pursuant to subseciion 4 of NRS
354.5987 shall be deemed to be the average tax rafe levied for the
Jiscal year beginnliig on July 1,-1980, by-other unliicorporaled foivns
inchided in the same coniihois -levy. authorized by NRS 269.5755
sihich were in existence on-July 1, 1980,

5. An. amount equpl {o- any hasic privilege tax distributed 16 a
redevelopment agency or tax incremen! area In the f'scal year 1987-
1988 must contlnue-to be dnsmbuted to that agency oF ared as long as
{t existé but must nat be ineredsed.

1516 Local govarnments. other than incorporated cities, ‘are
entiléd to receive nig distibution of hasic privilege tax If the
disirlbution to the locat government is less thap $100. Any
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undistributed money accrues to the cointy general fund of the county
in which di¢ Jocal government s Jocated, )

161 7 The depariment shall make disiributions of basic
privilege tax direclly to countles, counly school districts and
incorporated cities. Distributions for' other Iocal governments within
a courity must be paid to the counties for distribution o the other
16cal governrients. '
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8,8, 154

BDR 32.314 ADDITIONAL INFORMATION - FUNDING REQUEST

I Coneept

1. Request: Management Analyst If - grade 35
Acgountant Techniclan I~ grade 30
Equipment costs
Program costd

I, Distribwtion/Statistics Seotion Responsibilities; Consolidated Distribution
- Statistical Reporting
Reconciliftion
’ . Distribution Anxlysis
L. Corneept .

The nature of the consolidated fax distribution legislation will require the departmént to éxpand
ifie Distribution/Stattics Section within the Adminisirativé Services Divislon, In fiscsl year
1996, the Departmiit accourited for $2.17 billion dollars in revenue collected from the 20 types
of taxey, While a portion of this reveriue goés to the State of Neyads, 57.2% goes to Nevada
focal govemments. The consolidated tax distribution forrmula makes it absolutely necessary for
the Department to add resaurces on August 1, 1997 in ordler to provide the services this new
formuln witl deaand. We expect Nevadn loésl governments, public officials and the publle will
receive a higher lével of service issocisted with the consolidatéd tax distribition program via an
enhanced Distributon/Statistics Sectlon. A single center can be coissied for any and alf tax
distribution amounts arid statistics. The opposturiity fo provide statitical, enalytical discussion
and Interaction between staff and local governments relatlve to tax digtributions will ba greatly
enhanced. We helieve this communieation will lnsure informed aliernzte disttibution decisions
that riiay be mede by counties pursuant to section 14 of the pill. The Distribytfon/Statistics
Section will closely interact with the Local Govemment Fingrice Section mgarding

govermmental issues and with the:Reveriue Division regarding collection isues,

1L Requeat
The Department requests funding for the foflowing effective August 1, 1997:

1, Management Analyst Il - grade 35, This position will supsrvise the staff in the
Distribution/Statistles Section and will be reéponsible for the distribution, ithtistical
developmant, computer formulations, and related tasks associated with the-severa] tax
distributions to Nevada Jocal goveniments, including the new £400 million dollar consolidated

iax distribution-program.

2. Accountant Technicinn I - grade 30, “This position will be responsible for the processing of
the consolidation tax distribution program, Iicluding monthly balancing, jouma! vouchers and
voucher payables o local governments. ’

3, Al physical equipment costs associated vrith the sotup of the expanded centralized
disteibution center, This includes caleniators, telephones and compuers.

P 1
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4, lmplowientation cost nssociated with the design and operation of the pmgmm.‘ This ncludes
de'mographi: survey and operating expenses,

1L Dhstribution/Siatistics Section responsibilities

Establishing the positions on August 1, 1997 aliows lead tims to hire employses for tha
requested positions to enable familiarity and imdesstandiiig of the. complexity of thiz Iegisiation,
[¢ will b necesyary fur these neiv employees to understand this legislation in thine to aualyze and
Interpret the copetative agregiienty or bave sdjustinents that will be mbmitted by focal
governments dus to the Department by December 31, 1997, Difo to thé magnitude of the
distiibution, & parallel appieation would be. approprints for st least four mionths prior to the
effective date for the change in disiribution on July 1, 1998, 1t wauld ba the desire of the section
to make the distribution tranaition for focal governments as smooth ay pissible.

The section goals, applicable to il tax distributions.to focal goverments, will be:

1, Develop and opcmto a consolldated distributivm program that will:
2, Provide monthly distributions based on siatutory criteria,
b, Provide momhly distributions based on cooperative governmental ngrméments,
¢, Maintain prior year distribution database for monthily atlocstion comparisons,
d. Calealate and maintain ¥TD distributions baséd on statitory eriterla,

2. Develoy statistical pmmmtmns that will:
&, Proyide siatistics for each component of tax colfected,
b, Frovide statisfics for county leval distributions monthly and snnually.

¢. Provide siatistlcs for local government, specind district and enterprise district

distributions monthly and snnally.
d. Provide mhuu\ea 10 logal governments In comprehension of formula and individual

impact of changing economlo factors, os well as changing statiory factors,

3. Perform reconcilinfions of the new special reveriue fund on a monthly and fiscal year end basis
in accordance with generally anc:pted accounting pnnmplm This includes insuring transfers
from the department, courifles and other state agerivies is timely. Addliionatly, Insure first tier
distributions are properly alocated for non-depastmetal tax revenues such &3 Real Plﬂpmy
Tranéfer Tax and Motor Vehicle Privilage Tax, ‘

4. Statistical and Informational analysis which will include preparing and presenting studies and

repéris summarizing tax diswribution programs fo Nevada loeal governments:
.. Maintaining & working relationship with cntities regarding economis factors

triggering distribution changes,
b, Follow thirviugh on questlons relative to economic activity reported in ths monthly

sales and usé tox statistical repott,
¢, Work closely with the Local Government Finance Section to provide distribution

‘Hatistics necessary forstaff aunfysts 1o project budgetary reventtes from- sales and use

taxes,
d. Work cloxely with the Local Government Finance Sestion to provides effect on
distribiition programs when contemplationi of new or consolidated governments are

studied.
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MINUTES OF THE ‘
SENATE COMMITTEE ON GOVERNMENT AFFAIRS

Sixty-ninth Session
Match 31, 1997

The Senate Committeé on Government Affairs was called to order by Chairman
Ann O'Connell, at 2:05 p.m,, on Monday, March 31, 1997, m Room 2149 of
the Legislative Buﬂdlng, Carson City, Nevada. xhlb:t is the Agenda.

Exhibit B is the Attendance Roster. x

COMMITTEE MEMBERS PRESENT:

Senator Ann O'Connell, Chairman
Senator William J. Raggie, Vieé Chairman
Senator Jon C. Porter

Senator William R. O'Donnell

Senator Raymond C. Shaffér

Senator Michasl A. {Mike) Schneider

COMMITTEE MEMBERS ABSENT:

Senator Dina Titus
GUEST LEGISLATORS PRESENT:

Senator Ernest E. (Ernie) Adler, Capital Senatorfal District .
Assemblyman Mark Amodel, Carson City Assembly District No. 40

STAFF MEMBERS PRESENT:

Dana R. Bennett, Commities Policy Analyst
Kim Marsh Guinasso, Cominittee Legal Counsel
Deborah A. Riggs, Committee Secretary

OTHERS PRESENT:

Warren B, Hardy, Lobbyist, City of North Las Vegas

Robert Dudley Lowery; Lobbyist, Clty of Henderson

Thomas J. Grady, Lobbyist, Nevada League of Cities
John W, Riggs, Sr., Lobbyist, E Clampus Vitus

Craig Peters, Conoerned Citizen, Genoa
Marvin Leavitt, Director, Intergovernmental/Community Relations and Policy

Research, City Manager's Offige, City of Las Vegas
Guy 8. Hobbs, Lobbyist, Nevada Assaciation of Countles
Mary C. Walker, Lobbyist, City of Carson City 4 = 21
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Sehate Committee on Government Affairs
March 31, 1997
Page 4

Senator Ragigio asked what was meant in reference to 1 percent: Mr. Grady
explained when land was tied up, without purchase, in the past, advertising and
other costs had been incurred. He expressed the 1 percent of the assessed
property value was the riormal recovery allowance.

Senator Raggio clarified the bill would allow landowners to retain some of the
deposit from a potential sale, an amount not to exceed 5 percent. Mr. Grady
responded affirmatively.

The chalr closed the hearmg on A.B., 127, and commenced the hearing on
A.J.R.) 4

ASSEMBLY JOINT RESOLUTION 4 Urges United States Postal Service

to consider the historic nature of
Genoa when determining size and
location of new post office in that
area, (BDR R-1163)

John W, Riggs, Sr., Lobbyist, E Clampus Vitus, testified in support of A.J.R. 4.
Heé stated he was completely in favor of the bill and contended the
establishment of a full-service post office in Genea would be invaluable to the

city.

Senator O’'Connell asked if there was a problem concerriing the placement of an
oversized building on the Genoa propérty. Mr. Riggs conceded the assertion of
several citizehs was the building was too large for Genoa proper. He advocated
a sialler, historical-type building would fit in with the history of the community
and pointed out a larger distribution center would fit better in the valley

Craig Peters, Concerned Citizen, Genoa, spoke in favor of the legislation, He
maintained the resolution was an important indication of acceptable guidelines in
relation to the establishment of a new post office in Genoa. Mr. Peters
advocated the importance of building a structure that fits into the town,
allowing a hand-in-hand growth into the future. Additionally, the witness
emphasized the need for post office hoxes in this growing area,

The chairman closed the hearing on A.J.R. 4, and opened discussion oh a_bill_
draft request from the interim committee on Sehate Concurrent Resolution

22
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Senate Committes on Government Affairs
March 31, 1997
Page b

. which dealt with the distribution of

{8.C.R.) 40 of the Sixty-eighth Session

SENATE CONCURRENT RESQLUTION 40
OF THE SIXTY-EIGHTH SESSION: Directs Legislative Commission 1o

conduet interim study of laws relating
to distribution among local
governments of revenue from state
and local taxes,

Senator O’ Connell requested Marvin Leavitt, Director,
Intergovernment/Community Relations and Policy Reseéarch, City Manager’s
Office, City of Las Vegas; Guy Hobbs, Lobbyist, Nevada Association of Counties
(NACO); Mary C. Walker, Lobbyist, City of Carson City; Michael A. Pitlock,
Executive Director, Department of Taxation; and Mary E. Henderson, Lobbyist,
Washoe County, to step fofwaid to testify, Flow tharts outlining existing and
proposed revenus-distribtition information were distributed to committee

members (Exhibit C).
Senator O'Connell explained:

For the sake of the committes, if you look at the top of the picture
that is before you; this will give you an jdea of how the current
disttibution of taxes are being distiibuted, What the committee has
done, you will find on the lower portion of the page, so you can
see there is quite a bit of work that has been done. |f you look at
the second page, this clearly identifies how those transactions take
place, and if you look at the third page, this shows you on a
monthly basis how those taxes are going to be distributed should
the Lepislature decide to endorse the bill that is going t6 be
proposed to you, We have two BDRs [bill draft requests] that &re
éxactly the same with the exception of section 35, and the
téshnical comimittee, most of whoim are represented by the folks in
front of you, have.., Did you actually take a vote on which one...

Okay, so | am going to pass out, to the committée, the BDR that
has been Adopted by the teéchnical committee. The difference
between the two BDRs would be the base of the distribution
formula, So, the BDR the committee is going to be looking at is
BDR 32-314, (library note - BDR 32-314 introduced as S.B, 254.)

23
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Senate Committee on Government Affairs
March 31, 1897

Page 6

BILL DRAFT REQUEST (BDR) 32-314: Makes various changes to
(58 254) formulas for distribution of
o ' cértaln taxes.

Senator O'Connell continued:

Kevin [Welsh, Deputy Fiscal Anélyst Fiscal Analysis Division,
l.egislative Counsel Bureau], well, actually, both Kevin and Ted
[Zuend, Deputy Fisoal Analyst, Fiscal Analysis Division, Legislative

Counsel Bureau], were our adyvisors on this commiitee, as well as -

Kim [Marsh Guinasso, Committee Legal Counsel, Legal Divigion,
Legislative Counsel Bureaif], and s | think that bstween all of us
here that we should be ablé to kesp you on track. So, let's see,
who is going to start.

Mr. Leavitt commented;

| think Guy {Hobbs] is going to start. If | could make one comment
before he begins. All of the distributions we are talking about héfe
have no effect on the distribution between and among counties.
All of this distribution was i jridividual countiés, so there is no
effect, whatsoever, between dne county and another. [t is all
within the county, where any change is concerned.

Mr. Hobbs expressed:

Madam Chair, [l appreciate the opportunity to be here today with
various members of the technical committes. | aivi sofry that,
perhaps, some of the others could not be with us today. | would
liké 1o talk, just briefly. | also have some opening comments, about
what somé of the objectives were underlying the efforts that wé as
a technical committee, in conjunction with the legislative
subeommitted, look toward to base the recommended changes fo
the distribution formulas upon. These were objectives that were
set by the legislative subcommitiee early on in the process, and
again, helped to guide us toward what you haveé before you for
introduction today. One of the underlying objectives was that any
new tax distribution system be revenue-neutral for the affected
entities for the first year. This would be assuming constant or

current service levels for each entity. In other wesds;—the
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Case b&Z@SSl
| B 3




Senate Committes on Government Affairs
Marich 31, 1997
Page 7

legislative subtommittee and the technical committee both felt that
to do ahything other than hold all of the entities harmless in the
base year would be too disruptive to thelr existing service leveéls;
and so it was a set abjective we would bégin in the base year with
the amounts of revenue that they otherwise would have realized

under the former series of distripution formulas that we were

dealing with. 'Also, the committee felt It was very impartant that
future revenue be charingled, as much as possible, toward where
growth i§ occuriing within each dounty. | believe Mary Walker will
speak to this point a little bit later on. Under the several systems
that we had previously, some of them dealt with population solely,
some of them dealt with assessed valuationis, some of them
in¢luded counties, some of them excluded counties, and various
coinbinations In between. And, so, we were looking to try to
create a system that would be a litfle hit more responsive to where
growth is occurring within each one of the counties, Another
objective is that any new tax-distribution system help reduce
compefition among logal governments. We have seen and heard
cases in the past that involve the creation of a new ¢ity, in some
cases, solely based on the fact that they might share in some
revenues becausé of the way the statutes have been written in the
past: bésic cigarette and liquor come to mind, real-property
transfer tax would be another example. In this particular exampleé,
it would create competition, potentially, among thé various entities,
in the creation of néw entities down the road. We, also, taking
that point and flipping it around a little bit, as an objective, wanted
to ensure that any new tax-distribution system helped 10 encourage

more regional cooperation among local governments within a -
county. This is a point we spent a cohsiderable amount of time on,
in terms of trying to identify ways that existing units of °

government could potentially merge, in the future, without sorne of
the penalties that exist under current law. [h other wards, if one
entity was to dissolve and be absorbed by another, there are sets
of formulas or sets of statutes that deal with that right now, but in
some cases, the allowed revenues that they had fiom various taxes
would otherwise go away, and wé ¢ertainly wanted to rémove that
disincentive to rational mergers and . consolidation,  Also, the
committee set criteria for, and perimeters for, the creation of new
units of local government and for the treatment of any new Iocal
governments and special districts in the distributlon—feimuias

¥
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Senate Committee on Government Affairs

March 31, 19897
Page 8

Clearly, this was a case that arose last session, and | know over
the years has come up a number of times; if a new entity is
created, how will they participate in the distribution of various
fevenues. That was something that probably acted as much of a
catalyst in the beginning of this process as anything, and also was
*something that we paid very close attention to throughout: As Mr.
Leavitt said, &nd 'l think it is a very important. point, there are
specific things that the bill proposes ta do, but there are also some
that it definitely does not do, and he has already underscored ong
that | wanted to mention as well, and that is the fact that it deals
with the second tier of revenus distribution, not the first tier; nof
the inter-county-tier of revenue distribution, enly the disttibution
within a county among the various local governments. It also does
not include any proposals that would eliminate existing special
districts or -general improvement districts. There has been a

! trémendous amount of focus, by the technical committee, on

. special districts, and in particular, a group of special districts that
we called the enterprise districts: thogse that provide solely
enterprise-type activities...

Chairman 0"Connell interjected:

Guy [Hobbs], let me. just stop you there, and for the committes’s
information, this is a point that was not unanimously agreed to,
Most all of the other issues that are brought to you in this BDR
form were agreed to unanimously, but this particular point was not.
It gertainly was not agreed to by the techhical committes, either,
and that is because inn your special districts, they do not have any
of the responsibility to share in any of the social parts of
government, as far as they do not contribute to that. However,
they are taking money away from that purpose, and that is
something that those of us that were in disagreement with this felt
was not fair to the county governments. | just [wanted to] bring
that to your attention. We did agree to have it in here, but we
thought that things such as TV districts and swimming pools did
not belong recelving sorie of that Supplemental City-County Relief
Tax {SCCRT). So, just, again, for your information.
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Senate Committes on Government Affairs
March 31, 1997
Page 9

Mr. Hobbs stated:

Just one final point on things the proposal does not do. It does not
Gause a Joss of existirig révenue for local governments, Rather, the
gffect of the divisions in the formula would be to cause an
adjustment in future revenues ‘that mlght be received, Certainly, if
you were to compare that to the old ‘seriés of formulas that we had
in place, sormé local governmeiits may have, in fact, gained more
revaenue under the old formulas than they will under the new, and
conversely, some would have had less under the old formulas than
the new. Again, what we have tried to do is [to] consolidate a
series of six different distribution formulas into ohe that, we hope,
is also more responsive to drowth and, also, holds the local
governments harmless in the initial years, and in the long run,
proves to be a more simplified and effective way of distributing the
six revenues that were under discussion. At this point, | know that
Mary [Walker] had done a considerable amount of analysis
comparing the old system, and some of its features, to some of the
attributes of the new system we have been propoesing.

Ms, Walker expourided:

For the record, [| aml Mary C. Walker, [Lobbyist, City of Carson
City] Carson City Finance and Redevelopment Director, As the
[Nevada Association of Counties] NACO representative for the rural
[oourities], oneg of the things | wanted to make sure of was that
whatever tax programs that we come up with Were going to work
for the rurals. | went back over a 3-yéar period and said, okay, if
this tax charige was in effect over the last 3 years, how would that
vary from ‘what they [the rural counties] actually did receive. What
| found out is that | don't think you will ever geét to a perfoct tax
system, but this is 100 timés better than the current system we
currently have for ohe major reason; and that is because the
current system really does not follow growth. You can see that.
l.et me give you one example. There is an entity that has four
different local governments in it, and this is a rural county. In one
of the areas the town actually had a 24-percent [loss] in combined
population and assessed valuation, but yet it received a 30 percent
increase in its taxes, in these combined taxes. The entity that
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grew the most, in that one particular county, giew by 12 percent in

population and agsessed valuation, but received the lowest Increase

in taxes. $o, what is happening, and | think the rurals are a real

good example of how you can look at the system, because you can

loak at it in kind of a microscope. What actually was happening is

‘as one entity within the county, again 4s Marv stated, we are

talking inter-county. What is happening is as one entity grows,

they are actually getting less revenue growth than the other

entities, o it is not following your shift in your taxpayers. What is
happening; then, is because the money does riot follow the’

taxpayers, then the service levels don’t follow the taxpayers, What

this formula does is it bases its revenue distribution, as Guy stated,

everybody receives a base amount and then anything above and

beyond that is divided up by the smourit of growth that they have

in assessed Valuation and population. So, therefore, what happens

. is your service levels, the money will follow your service level
. needs. That's the basic premise of this. Thefe aré several eritities
that we saw that in, and that, to me, was the checks and balance

that this type of a system would work. As Madam Chairman had

stated, the other problems that we saw were some of the taxpayer

inequities in regard to some of the special districts. The thing that

we saw in the entefprise districts where you have sewer, water, or

TV districts, and these are real-life examples that we were looking

at, and it was quite interesting, -although | do not think the

taxpayers would like to hear this. Let's take, for example, in one

county where you have sewer and water districts that are actually

receiving either [Suppiemental City-County Fslief Tax] SGCRT or

some kind of general taxes, or another example is TV digiricts.

What's happening is right across the street from one another, a

taxpayeér could be paying its sewer and water bill, it. could be

paying its ad valorem taxes and its salés taxeés, but right across the

street, unkrown to peodple because it is all kind of within these tax

structures that are complicated, nobody really understoad that

taxpayer was also paying and subsidizing the seweér and water bil

for the person across the street, when they are paying their own

bill. Same thing with TV districts. There are a couple of TV

; districts in the state where you have the rest of the county
6 residents who are paying theif cable TV bills, they are paying their
ad valorem, thelr sales taxes and all their other taxes, but

unbéknownst to them, they are also paying for the free—Tv—timat
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they get in certain areas within that county. S¢, what we saw in
there was that there Was a taxpayer-equiity problem and we tried to
rectify that, and as Senator O'Connell has stated, | think the
technical committee and ‘what the discussion was with the
legislativé commiittee, is that we had to somehow resolve that
' taxpayer-inequity issue. That was one of the major items of
discussion that we had.
Mr. Leavitt summarized:

”

Madam Chairman, Marvin Leavitt. If | might, | would like to-
discuss with you some of the aspects of the hasic formula that
we are talking about. | think you can recognize it in a hearing such
as this, We are not going to go into the detail we will later on
when we agtually have a hearing on the bill, but just so you can
have a general idea ag to how this works, As Guy [Hobbs]
méntioned, we have essentially taken six taxes: the supplemental
city-county relief tax, the basic city/county relief tax (both those
two are sales tax, of course, equaling 2.25 cents of the sales tax
between them), the motor vehicle privilege tax, the real-property
transfer tax, the cigarette tax, and the liquor tax; which each are
right how distributed by a separate formula and received by
different levels of gavernment. We have essentlally taken that and
put all of those into one pot and said we are going 16 distribute
those according to one formula and we are going to redognize that
we are going to start off with a base that Is the amount that each
one of the governments are receiving from those particular taxes,
the group of them. Even though all of them do not receive all
taxes; if you take the amount that they are receiving from the total
of these in the pot, each one starts out essentially where they are
now. | think that is an Important part of the formula. We can
discuss how weé dompute the base in a few minutes, but
essentially, they start out where we are riow, and then we have a
formula that says essentially we are.going to consider that we haveé
three types of entities, We have one enterprise district, which aré
the type that Mary [Walker] had previously discussed, which are
TV districts that normally, in most cases, levy a charge for service
directly to the people that receive it, or, an example would be a
sewer fund where you levy a charge to the users. We call those
enterprise districts, The other one, we have a special district, which
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essentially is -everything other than an enterprise dlstnct city,
county, or town, So, that is sort of a “catchall.” Then, we have a
third category which is a county, a city, or a town. Using thosé
three: [definitions], we have kind of designated thosé three as the
general purposé governments. They are the ones that provide a
'wide variety of services., You know, hormally they have police,
fire, parks, planning, and all the services we normally associate
with general-purpose government. Because of that, thére has been
a feeling that general-purpose government is the desirable of all the
little forms of govemmeént that we have because they can make a
conscious decision, on an annual basis, about service levels. If you
have a special-purpose government that provides only one service,
and they have, get money from taxes to do It, that amount will
continue indefinitely down the road whether there is, whatever
happens to that district. Maybe even the need has mostly gone
away after 20, 30 years, but as long as we have this special-
. purpose government, they continue to receive these moneys.
Because of that, each one of these is tréated dlfferently I'll go
through, briefly, how they are tréated. First of all, enterprise
districts would receive from the pot, so to speak, on an annual
basis, the amount they received in the base year. That would fot
grow. So, the amount they recéived in the biase year, and as the
chairman indicated, there has been considerable discussion among
various. people about whether they should receive anything frem
the pot, but take responsibility; through service charges, for the
entire operation, but accordlng to the formula we have in the bill
fight now, they would redsive, indefinitely; the same amount. So
that any growth in the future would have to come from service

charges.

Senator O'Connell interjected:

Marvin, let ime just add to that. The discussion was mainly based
around any bonding indebtedness that they had, and of course the
committee felt that théir funds should not be taken away until that
bond indebtedness was satisfied, but at that time, then they should
no foriger be included as part of the formula.
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Mr. Leavitt asserted:

They would also be prohibited from issuing debt in the future,
under this bill, for debt that is to be repaid by this source of
‘revenue. In ather words, if they had some already that could be
repaid, but ary debt in the future, they cannet issue subject to
payment from this source, Now, the other types of governments,
the. losal governments; countiés, citles, and towns, and the special
districts, would receive, if there is money sufficient in the pot, on
an annpual basis, an amount equal to the growth in the consumer
price index, That would be off the top, so to speak. Then, if there
is money remaining after that, the general-purpose governments
(the cities, counties, and towns), would receive an amount
éaléulated by détermining their growth in population and their
growth In assessed value, In combination. Special districts would
include only their growth In assessed valuation. $o you ses, they
are treated [in a] slightly different [wayl than the other local
governments. And, so, as a result, the revenue from this pot, we
would expect over time; that the general-purpose governments, on
the amount available after we determine the amount to be
distributed, because the consumer price index (CPl} will grow
faster, in revenue, than the special-purpose government, the special
districts, So, in that case, we have a special reward, so to speak,
for the general purpose [fund], which, it has been the hopé of the
committee that over time, would encourage consolidation of the
special districts into the more general districts; When we looked at
the special districts around the state, we determined thiat in many
cases, If you combined all of the special districts into ohe- logality,
you essentially have a city or town. Yet, each one of these are
operating independently, trying to spend money independently.

Senator O’Connell added;

Arid, just for the committee’s bengfit, also, | think that is what you
are going to be laoking at when and if we do receive a BDR or a bill
that would talk about breaking Douglas County up into another
county, That specifically hits on this particular issue.
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Mr. Leavitt responded:

We recognize the fact that maybe in a few instancés, back at the
time we had the initial tax switch in 1981, using 1981 for the
‘particular base year because of unusual gitations, in that entity,
we perhaps have tredted a few entities unfairly. . Because of that,
there will be & onetime opportunity for entities who feel that has
happened to them to appeal their basa. $o, in other words, if they
have some unusual situation that affects them. For some reason, -
they had leviéd an unusudlly low property tax rate in the hase year
before we get into the 1987 and 1982 fiscal year, then maybe
that, plus other circumstances, would allow them, would make
them [realize] they [distributions] are unfair and they [counties]
could have a onetime opportunity (to appeall.

Senator Q'Connell pointed out:

And, we do havé two such circumstances in North Las Vegas and
also in Henderson, that this would definitely have an impact on.

Mr. Leavitt replied:

Yes, we have received indication that they would likely appeal, and
| have heard indications that perhaps the City of Reno has similar
feelings. | don't know if they would choose to appeal, because
each government would have to choose afterwards. Another
important thing in the bill we have provided...

Senator Raggio queried, “Who is the appeal to?”

Mr. Leavitt responded:

The appeal is to the Nevada Tax Commission. [The commission]
eventually makes the decision after analysis by the departmenit
[Department of Taxation] and the review by the committee on Jocal
government finance: We have also provided a procedure that if the
individual local govermnments, within a county, decide that they
would like to use a formula that is different from the general
formula...In other words, if théy say the general formuladoes nor
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work for us and we would like to come up with something
different, they can indeed come up with something different as
long #s all the participants agree. There is greater flexibility built
into the system. 8o, that if, even in the future, if sometime one
government decides to take on a sérvice that has previously been
‘provided by semedne else, there is.an.ability to ehange revenues to
accomplish this.  The second thing we provided for the
combination of governments, Guy [Hobbs] had mentioned this,
without loss in tax revenue. Under the circumstances now, we
almost discourage the combination because if you do that, you-
have an effect on your revenus. Undst this new system, you
would not have an effect on revenues. In fact, it might well
improve your sitiation if you become a consolidated government in
either a city or a town. 8o, there is that provided. Ws provide for
the creation in this bill of new entities and, since we are really

, combining all revenues in the pot, the éffect on any one individual

. govarnment would most likely be less than it is under the current
distribution scheme. In each case, there are definite procedures
that have been indicated in the bill, by which this is done, and most
of it goes through the department. That is essentially the way the
system would work. | think Miké [ Michael A, Pitlock, Executive
Director, Department of Taxation] had some gomments about the
department’s involvement in this, and their involvement in the
process leading up to this,

Mr. Pitlock summarized:

Madarmn Chairman, members of the committes, for the record [ am]
Michael A, Pitlock, Executive Director fof the Department of
Taxation. On the surface, It may appear that this is a completely
local issue and that there really is not a significant role for the
_state, but that Is not so. The state has a significant role to play in
this process through the Department of Taxation. The department
currently collects and distributes most of the local-government
revenue. As a matter of fact, over 70 percent of the collections
that ‘the department makes is for local government. This particular
bill sets the department up as a facilitator or administrator of the

‘ revenue pool. Wé handle the oollection and distribution, the
implemeéntation of the formula, as outlined in the [bill draft request] .
BDR. We also act as the administrator, in terms wiiearimg -
- 33
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disputes over the base. If a local governmental entity wants to
challenge the base that is set, he files an appeal with the
department, the department will Investigate it, make
recommendations to the commiitee on local goverriment finahce,
and ultimately to the Nevada Tax Comimission. Also, as Marvin
! [Leavitt] indicated, it alfows for flexibility for counties, and local
governments within the county, to gome up with their-own hybrid
formula, Those formulas are also reviewed by the department, and
it does not necessarily have 1o be all the local governments.
However, many local governments in a county agree they are able-
to redistribute their own portion of that county pool. The
department plays a significant role in the finance of local
government and this bill will continue that.  Through the
administration of the lLocal Government Budget Act, we are
involved oh a daily basis with the budgets of all local governments.
We view ourselves as a resource for thosé local governments to
. provide budgetary expertise and figcal expertise to the entitles that
maybe ¢annot afford to have it on their own., Through the exercise
of that authority, we have found that one of the needs, one of the
greatest needs for most local governments, is cash management.
We hope 10 be able, through the administration of this pool of
revenues, to be @hle to provide additional cash management
services to the local governments, to help them in their day-to-day

fiscal management.

Senator Shaffer questioned:

Michael [Pitlack], some of the inequitiss that may exist for Reno
and North Las Vegas, what ¢an the commission address that this
committee could not address now? Why wouldn’t it be addressed
right now, not reguiring these entities to go before the tax

sommission for a remedy?

Mr, Pitlock clarified;

| think you are loaking at, actually, the policy Issue that this

p committee is looking at, is whether or not you want to go through
6 that detailed of an analysis 16 try to determine the cause for any
' parceived inequities in the formula, and actually through what |
view to be an evidentiary proceeding, hear testimony, arci-imake=a
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decision that would reallocate those bases. | bélieve that it is
better public policy for the Legislature to set the general direction
and policy and then allow the department and the local
governivierits to establish the adminigtrative procedure {o then carry
out that policy, as opposed to actually hearing the detailed
"evidence on what may or may not bé a problem with a glven base.

Chairman O'Connell addressed Senator Shaffer:-

Ray [Shaffer], to add to what Mike [Pitlock] hag shared with you,

the problem with North Las Vegas and Henderson, specifically, and
| am not sure about Reno, was that they had such a low operating
rate to begin with. In that formula in 1981, you know they did not
have the honded indebtedness, and so now, all of their
indebtedness falls irito that category. They have had to stretch to
really have the part of formula that they should have. You cannot
change that, you cannot change that again Without going back,
because every card that you turn over turns over 20 more. So, you
would have to go through this very same process we have heen
through In urder to achieve any correction in it.

Senator Shaffer commented;

| guess they are actually being chastised for being more flscally
responsible now:

Mr. Leavitt asserted:

We have a varlety of circumstances around the state. Say, for
instange in North Las Vegas, they had a lot of debt associated with
warehouse district. Because they had to pay so much for debt,
they had a relatively low opérating rate hecause they had a high
debt at that time, and so they are saylng, and | think the argument
‘will be, sihce we had a low operating rate at that time, much lower
than everyone else, and the operating rate was what was used to
determine existing fermula, why couldn’t we bring this up. The
advantage of a bill like this, lis] it includes a lot of due-process
proceedings whereby their petition is made, there is opporiunity
given for the local governments to protést or state their posmon,
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and then a firial determination, 1 think everyone in the end will be
satisfied that at least a process has been followed.

Senator Shaffer stated:

-} guess my concern on behalf of North Las Vegas, and ingidentally,
| represent anly about oneé-third of North Las Vegas, and mostly the
county, so | am not just taking a position on behalf of North Las
Vegas solaly, But, the fact that if you are going to take something
away from any other entity, it is very hard for them to agree to-
give it up just because one entity may feel different about it. So, it
is very hard, after we get out of the legislative environment, to win
a case and the position they would be in.

Mr, Leavitt answered:

. The good thing, | think, is the Nevada Tax Commission are the final
arbitrators, and they essentially do not represent any of the local
governments. They are probably diveise as the Legislature itself,

80,..
Mr. Hobbs intefjected:

Senator, just an added point. I the recerit weeks, representatives
of the City of North Las Vegas and Clark County, I'm less sure
ahout Henderson, and the City of Las Vegas;, have all had dialog
regarding this particular feature of the proposal. In reference to
what i& being termed the tax-fairness issue down in Southerr
Nevada; and how this might be used to reriedy part of the tax-rate
differentials that curréntly exist. There have even been some
informal agreements, at the staff level, struck in terms of how they
would use this particular mechanism to help mitigate part of that
existing problem. So, it does offer an avenue that previously was
uhavaildable to the local governments to use.

Ms. Henderson remarked:
| wanted to talk briefly about the continuation of the committee’s

‘ work and the advisory committee’s work, | think one key point
that | would like to make before | jump into that is that one issue
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that was very critical to Washoe County, and | think northern
Nevada governments in particular, was that what we wanted to try
to avoid in the formula, was competition for revenues. Putting
local governments into making land-use, planning, and annexation
decisions based on a need for additional revenues. We fesl that
‘with this formula, and especially with the alternative distribution
method, bécatise when you do have a statewide formula, it does
play out differently based on what the drivers are iri that formula,
But, this would allow some regional needs to be addressed and
would start pulling us out of that [situation]. If it is not just growth-
100 percent for us, it is that competition for the revenues, as well.
And, that was a real critical factor to us in northern Nevada.
Basically, we feel that, the committes, at least, is recommending...
Your technical committee i$ recommending that we continue our
work. We have two major areas that are still under study right
A now,; one is the special districts and enterprise funds. We may

. have some limited legislation coming on that, we. have a survey out
on special districts and enterprise funds right now. My guess Is,
though, that probably we will not complete that work, at léast by
the end of this session, considering the laténsss, by the time this
bill came out. The other area is the fuel-tax aréa and Mary Walker
has been chairing that committes, working on how we do
distribution of fuel tax. It is a very complex formula, Going back
to 1955, baslcally, it impacts, in particular, rural counties to a very
significant degree and we feel that thére are a lot of underlying
policy issues that we still need to address, and some fairness and
equ:ty issues to the other local governments S0, that component
of it is critical, and it has been & massive job just to get to the point
where we are right new with fuel tax. In talking with other
metnbers of the committes, particularly Marvin [Leavitt] and Guy
[Hobbs] ‘this mornirig, [there are] a couple of areas, oo, that we
think we still nead to look at. There are some archaic areas of
statute and some rather unclear, conflicting statutes that depl with
the distribution of tax revenues in the state. We feel that this
would be a good opportunity to continue those reviews. One that
came to mind was urban renewal, for example. There are various

; areas that actually deal with the distribution of revenues to local

‘ governments, that some of us, most of us, are not even using,
have not used. Maybe we want to consolidate and bring those into
better facus, as well and hopefully, clear up some gray—arsés—fei
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people. So, we are hoping that the committee’'s work can
continue, that the téchnical committée can continue.

Senator O’Connell stressed:

71 wanted you -all 1o have this éxposure fo the bill, even prior to the
hearing, becatise as you can seg, it is not a simple housekeeping
bill at all. This changes the way that the counties do business and
it is very, very important to the counties. We have so many taxes

that have not been looked at all for 16 years and more, and-

needless to say, we are not the same state that we were 16 years
ago. The technical committes, | just won't gver be able to tell
them how much we appreciate all the work that they have done
over the last 18 months. They ran hundreds and hundreds of
numbers and formulas. Everybody that is seated before you was
very much Involved in that and gave up an awful lot of their time to
do [itl. Because of the work of the technical committee,
specifically, the commission allowed them to continue ofi, even
after our report was turned in, which is something that had never
been done before, Because of the recognition of their expertise and
how well everybody worked together, they have been allowed to
do that. So, the second bill that you are going to be seeing for a
bill introduction is to allow a continuation of this dommittee, as it
was formed last time, and of course, with the technical-committees
involvement, as well, So let me pass out to you now that bill draft.
It would not be heard in this committee, it would go to [the Senate
Committee onl Legislative Affairs and Functions [Opérations].
Does the cominittee have any comrment or duestion that you would
like to ask these folks? Is there anyone glse in the room that would
like to make any comment on the introdustion?

Mr. Leavitt mentloned on the wonderful performance of Ms. Guinasso. He
discussed the huge task Kim had completed and thanked her for her efforts.

SENATOR SCHNEIDER MOVED FOR COMMITTEE INTRODUCTION ON

BILL DRAFT REQUEST (BDR) 32-314.

SENATOR PORTER SECONDED THE MOTION,

38
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THE MOTION CARRIED. {SENATORS O'DONNELL AND TITUS WERE
ABSENT FOR THE VOTE.) .

LR X R 2

The chalrman then requested a motion on BDR 17-193,

BILL DRAFT REQUEST 17-193; Crea;es, legislative commitise to study
distribution among local governments of
réven'ue from state and local téxes.

SENATOR PORTER MQVED FOR COMMITTEE INTRODUCTION OF BILL

DRAFT REQUEST (BDR) 17-193,
SENATOR SCHNEIDER SECONDED THE MOTION.

THE MOTION CARRIED, (SENATORS Q'DONNELL AND TITUS WERE
ABSENT FOR THE VOTE.) .

L XS E

Chairman Q'Connell opened the hearing on Assembly Bill (AB) 237.

ASSEMBLY BILL. 237: Amends charter of Carson City to authorize
’ imposition of local sales and use tax for open
spaces, parks, trails, and recreational facilities.

(BDR 5-807)

Assemblyman Mark Amodel, Carson City Assembly District No. 40, explained
the purpose of A.B. 237. He expressed the bill was enabling legislation which
allowed the Carson City Board of Supervisors to carry out the dictates of
Question 18 on the November General Election Ballot, known locally as the

“quiality-of-life” initiative.

The assemblyman stated in the measure, the voters of Carson City, by a 56-44
percent vote, approved a Y%-cent sales-tax increase, which would be used for
mainténanté and opén-land acquisition. He stressed the Assembly approved
the bill unanimously.

Ray Masayko, Mayor, City of Carson City, was asked to tastlfy next Mr,

Masayko assured the committee the Carson City Board of
39
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MINUTES OF THE _
SENATE COMVITTEE ON GOVERNMENT AFFAIRS

Sixty-ninth Session
April 14, 1997

The Senate Committee on Government Affairs was ocalled to order by Chairman
Ann O'Connell, at 2:05 p.m., on Monday, April 14, 1997, in Reom 2749 of the
Legislative Building, Carson City, Nevada. Exhibit A is the Agenda. Exhibit B is

the Attendance Roster.
COMMITTEE MEMBERS PRESENT:

Senator Ann 0'Connell, Chairman
Senator William J. Raggio, Vice Chairman
Senator Jon C. Porter

Senator William R. O’Donnell

Senator Raymond C. Shaffer

Senator Dina Titus

Senator Michael A. (Mike) Schnsider

STAFF MEMBERS PRESENT:

Dana R. Bennett, Committee Policy Analyst
Kim Marsh Guinasso, Committee Counsel
Deborah A. Riggs, Commitiee Secretary

OTHERS PRESENT:

Guy 8, Hobbs, Lobbyist, Nevada Association of Counties

Mary C. Walker, Lobbyist, Director, Finanice/ Redevelopment, Carson City

Mary E, Henderson, Lobbyist, Washoe County

Marvin Leavitt, Lobbyist, Director, Intergovernment/Community Relations and
Policy Research; City of Las Vegas

Candi Rohr, General Manager, Kingsbury General Improvement District

Tom Fraisway, Chairiman, Board of Coriimissiohers, Humboldt County

Mike L. Baughman, Lobbyist, Lander County

Theresa L. Glazner, Staff Budget Analyst, Department of Taxation

Carole A. Vilardo, Lobbyist, Nevada Taxpayers Association

Patrick Finhigan, General Manager, Intline Village General lmprovement District

Chairrman O'Conneli commenced discussion on Sepate Bill (S.B,)-2E84.
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SENATE BILL 254 Malkes various changes to forinulas for distribution of
¢ertain taxes. (BDR 32-314)

The chairman discussed a flowchart which outlined the current tax distribution
in the'state and proposed tax distribution amendmeénts (Exhibit C).

Guy S. Hobbs, Lobbyist, Nevada Asscciation of Counties, invited Mary C.
Walker, Lobbyist, Director, Finance/Redsvelopment, Carson City, and Mary E.
Henderson, Lobbyist, Washoé County, to explain the objectivés of the technical

advisory commlttee {a subcommittee estabhshed in accordance with Senate
Session) which devised

ENATE CONCURRENT RESOLUTIO

XTY-EIGHTH SESSION: . Dirents Legislative Commission 1o
conduct interim study of laws
relating to distribution among local
governments of revenue from state
and local taxes.

Mr. Hobbs commentéd hé would présent a section-by-section analysis once the
objectives of the technical advisory commitiée were explained to comimittee

members.

Ms, Walker indicated when thé teéchnical advisbry c¢ommittee cormmenced
various and different types of révenues were examined, She mentioned there
was more input from the different levels of government than any typg of
statewide legislation previously, Some mestings were attended by 76 people or
mare who expressed their thoughts and Viewpoints with regard to the different
revenue and distribution formulas under review, WMs, Walker rémarked.
Additionally, she commended Senator O’Connell for her fair and “even-
handednéss” when dealing with this issue and stated It was a very democratic-

type of a process.
Ms: Walker outlined when the technical advisory committee began the study,

there were several very key things the committee was mterested in, as far as

goals and objectives of the S.C.R. 40 of th committee.
She stated a main concerh was the ability to maintaii révenue neutrallty so
there was not a big revenue increase and decrease betwssn ona local
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goverhment and another, which could very well trigger additional tax increases.
Secondly; Ms: Walker noted, the committee wanted to ensure any distribution
formula established followed growth, reduced competition amongst local
governments, encouraged reglon cooperation, recognized tax effort, and

’

Ms. Walker contended the Senate Committee on Gevernment Affairs’ members
would ses, in the bill before. the committee, revenues-neutrality for the first year.
In addition, she recognized, future revenue distribution was based upon growth
and could meet the demands for service. In reviewlng ‘the method for
establishing the current formula, Ms. Walker outlined, in some counties the
actual population and asseésed valuation decreased, and the entity saw a 30
peicent revenue increase. Other communities withih the same cdunties Wwith the
highest growth of population and assessed valuation saw the lowest growth in
revenues. Ms. Walker stressed it was important to recognize the distribution
formulas contained in 8.B. 254 were not revenues distributed from one county
or andther county, but revenues distributed within a county, améngst the cities,
counties and general improvement digtricts (GID) within one entity. She
emphasized the technical advisory committee wanted fo ensure the revenue
distribution was based upon growth, which, in turn, ensured diffefent entities
had revenues available to pay for growth and increased service demands.

Ms, Walker asserted a secondary concern was reducing the competition
amongst local governments. One of the items the Department of Taxation
pointed out was wheii & potential GID or local govarnment was interestéd in
becoming new entities, the GID or local government called the Department of
Taxation and asked the amount of revenue which could be gained if the entity
incorporatéd into a city or GID. She maintained the technical -advisary
committee wanted to ensure if entities were ldoking at proliferation or
incorporation, the need had to be measured based upon service-level
considerations and not In competition for tax dollars.

Ms. Walker expounded S.B. 254 also simplifiad the tax distribution by utilizing
one formula, as dpposed to six different formulas, which entailed the-elimination
of the 1981 distribution factor. Some more recent formulas had been based
upon the tax rate of the entity in 1981, which had no relatioriship to the service-
level needs within theé community. The technical advisory committee opted to
eliminate factors which were not relevant today, Ms. Walker opined. She noted
the bill encouraged local government regional cooperation and explained if two
or more local governments agreed to a different distribution within a county, the
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local governments could implement the alternate distribution through the
Department of Taxation and the Nevada Tax Commission. Ms. Walker
expressed there was another key point contained withln the legislation. There
were some local governments in Nevada which had beén complaining for 15
years that their 1981 basé revenues did not meet the demands for service at
that time and then wete frozen at that base. Ms. Walker pointed out this was
the first time in 15 years that a local government could appeal the base-revenue
rate. She recited the bill set up a mechanism where new towns would be
treated equally and would not have to appeal to the Legislature.

Ms. Walker expressed there was much discussion on the differentiation between
enterprise and governmental activities. Enterprise activities were those types of
activities which were proprietary in nature, a user fee pald for the services, and
were generally services found in the private Sector; sewer and water, and
television services, Ms. Walker defined, She maintained it was. discovered
during the examination of different revenues that there were taxpayer inequitias,
Ms. Walker drew attention to the Verdi Television District, $he recited there
were curréntly a few television districts in Nevada which were subsidized by
sales tax dollars. Within that county, most of the taxpayers were remitting their
cable fees through the cable company. Unbeknowist to the same taxpayers,
they weré also paying for Verdi's Television District, which provides free
television cable in Verdi, Ms: Walker declared. She acknowledged this and
many other oversights were due to the revenue-distribution formula currently in
statute. Due to these oversights, the technical advisory committee chosé to
freeze subsidies provided to enterprise districts, Ms, Walker conciuded.

Ms. Henderson echoed the sentiments expressed by Ms, Walker concerning the
process of the technical advisory committee over the last 18 months, She
reemphasized the process was ané of the most vpen and inclusive processes to
occur n an interim study coimmittes. Ms. Henderson pointed out the
accomplishments of the technical committee were astronomical considering the
limited time frame involved, the number of archaic laws dating back to the
19508, the attempt to determine the origination of the policy issues which were
the cause of the problems, and the necessity to create a formula which would
fit into the Nevada of the 1990s, the year 2000, and heyond. She remarked it
was a challenge for the technical advisory committee members, the Legislative
Commission and the people from 3pecial districts and cities and counties
throughout the state. Ms, Henderson drew atténtion to a companion bill to S.B.
254 (Senate Bill (S.B.) 253) which would allow the work of the techmcal
advisory committee and the Legislative Commission to continus.— rélavad

46
803

Case No. 66§

LIL®J

51
5

JA




IN THE SUPREME COURT OF THE STATE OF NEVADA

CITY OF FERNLEY, NEVADA, a
Nevada municipal corporation,

Appellant,
VS.

THE STATE OF NEVADA ex rel.
DEPARTMENT OF TAXATION;
THE HONORABLE DAN
SCHWARTZ, in his official capacity
as TREASURER OF THE STATE OF
NEVADA; and THE LEGISLATURE
OF THE STATE OF NEVADA,

Respondents.

Supreme Court No.: 66851
District Court Case No.: 12 OC 00168 1B

JOINT APPENDIX

VYOLUME 1 PART 2

Filed By:

Joshua J. Hicks, Esq.

Nevada Bar No. 6678
BROWNSTEIN HYATT
FARBER SCHRECK, LLP

50 West Liberty Street, Suite 1030
Reno, Nevada 89501

Telephone: (775) 622-9450
Email: jhicks@bhfs.com

Attorneys for Appellant City of Fernley, -

Nevada

Docket 66851 Document 2015-15471




Index to Joint Appendix
City of Fernley v. State of Nevada et al., Case No. 66851

Volume Document Filed By Date Bates
Number Stamp
Number
1 Affidavit of Service Taxation City of Fernley 07/02/12 17
1 Affidavit of Service Treasurer City of Fernley 06/20/12 13-16
23 |Amended Memorandum of Costs and State of Nevada/Dept 10/09/15 | 4058-4177
Disbursements Taxation
7 Answer State of Nevada/Dept Tax/| 02/01/13 | 1384-1389
Treasurer
7 Answer to Plaintiff's Complaint Nevada Legislature 01/29/13 | 1378-1383
23 |Case Appeal Statement City of Fernley 11/07/14 | 4208-4212
1 Complaint City of Fernley 06/06/12 1-12
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Support of its Motion for Summary Judgment
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and Reply to Opposition to Motion for Costs Taxation
(Cont.)
1 Exhibits to Joinder in Motion to Dismiss Nevada Legislature 08/16/12 104-220
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Taxation
12 |Motion for Partial Reconsideration and City of Fernley 06/18/14 | 2005-2045
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7 Motion for Summary Judgment City of Fernley 06/13/14 [ 1458-1512
8 Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 | 1513-1732
9 Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 | 1733-1916
10 |Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 | 1917-1948
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Plaintiff's Motion for Summary Judgment Taxation
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Plaintiff's Motion for Summary Judgment (Cont.) Taxation
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20 |Opposition to Plaintiff's Motion for Partial Nevada Legislature 07/11/14 | 3586-3582
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June 6, 2014 Order
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23  |Plaintiff's Motion to Strike, or Alternatively, City of Fernley 10/14/14 | 4178-4189
Motion to Retax Costs
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7 Pretrial Order First Judicial District Court | 10/10/13 | 1393-1399

7 Reply Concerning Joinder in Nevada Department Nevada Legislature 05/27/14 | 1438-1450
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Motion to Dismiss
Reply in Support of Joinder in Motion to Dismiss Nevada Legislature 10/08/12 | 1317-1340
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21 Reply in Support of Plaintiff's Motion for Partial City of Fernley 07/25/14 | 3709-3746
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Summary Judgment Against Defendants Nevada
Department of Taxation and Nevada Treasurer
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Reconsideration and Rehearing of the Court's
June 6, 2014 Order as to Defendant's Nevada
Department of Taxation and Nevada Treasurer;
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Dismissing Nevada Department of Taxation
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3 Stipulation and Order Regarding Joinder to Parties/First Judicial 09/18/12 658-661
Motion to Dismiss District Court
23 |Transcript of Hearing Court Reporter 01/07/15 | 4213-4267
7 Writ of Mandamus Nevada Supreme Court 01/25/13 | 1371-1372




Fiscal Year 2011

CITIES

Fallon

Boulder Cily
Héndetson

Las Vegas
Masquite

Noith Las Vegas
Carlin

Elko

Wells

West Wendover
Winhiemugca
Caliente

Fernlay
Yerington
Lovelock

Reno

Sparks

Ely

(1)

CTX Distributions for Névada Cities
Public Safety Costs for Nevada Cities

TOTAL GONSOLIDATED
TAX DISTRIBUTION FY11 (1)

1,409,663,87
7,935,322.94
73,965,376.00
207,962,166.62
7,046,689.38
36,538,628.71
1,531,324.79
11,015,988.74
994,753.78
2,275,011.27
3,652,393.45
143,741.47
143,143.34
371,466.83
376,139.07
39,231,754.06
18,725,697.33
1,142,528,58

GENERAL FUND

PUBLIC SAFETY COSTS
PER FY11 AUDITS

4,740,982.00
8,511,558.00
114,039,062.00
310,409,067.00
8,210,763.00
96,588;477.00
676,895.00
'8,204,481.00
406,090.00
2,635,718.00
2,766,684,00
73,171.00

788,522.00
627,771.00
108,124,303.00
34,986,439,00
1,034,209.00

Armounts taken from Taxation website, Publications/Annual Téxable Sales Statistics/Consolidated

Tax Distribution 201 1/Exce] Workbook.
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CATHERINE CORTEZ MASTO
Attorney General

GINA C. SESSION

Chief Deputy Attorney General
Nevada Bar No, 5493

100 N. Carson Street .
Carson City, Nevada 89701-4717
(775) 684-1207

Email: gsession@ag.nv.gov
ANDREA NICHOLS A
Senior Deputy Attorney General

{| Nevada Bar No. 6436

5420 Kietzke Lane, Suite 202
Reno, NV 89511
(775)688-1818
anichols@ag.nv.gov

Attornays for Defendants Nevada Department of Taxation
and Kate Marshall, State Treasurer

IN THE FIRST JUDICIAL DISTRICT COURT
OF THE STATE OF NEVADA IN AND FOR CARSON CITY
CITY OF FERNLEY, NEVADA, a Nevada Case No:: 12 OC 00168 1B
municipal corparation, v
Dept. No.: |
Plaintiff,

V.

STATE OF NEVADA, ex rel. THE NEVADA
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
official capacity 4s TREASURER OF THE
STATE OF NEVADA,; and DOES 1-20,
Inclusive,

)
|
)
)
)
)
)
)
)
)
)
)

.Defendants. )

| AFFIRMATION N
Pursuant to NRS 239B.030/603A.040
(Initial Appearance)

The undersigned does hereby affirm that upon the filing of additiorial documents in the
above matter, an Affirmation will be provided ONLY if the document contains a social

security number (NRS 239B.030) or “personal information” (NRS 603A,040),

which meéans a

natural person's first name or first iriitial and last name in combination with anv one or more

of the following data elements:
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5420 Kietzke Lane, Suite 202

Reno, NV 89511
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1. Social Security number,

2. Driver's license fiumiber or identification card number,

3. Account number, credit card number or debit card number, in combination with any
requited security code, access code or password that would permit access to the person’s

fihnarcial agcount,.

The terim does not include publicly available information that is lawfully made available to the

general public. o _
O %ﬂ @//M (Date) 2488, o 3, R0/

4
(Your signature) W/ :
The purpose of this initial affirmation is to ensure that each person who nitiates a case, or
upon first appearing in a case, acknowledges their understanding that no further affirmations
are necessary unless a pléading which is filed contains personal information.
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5420 Kietzke Lane, Suite 202

Reno, NV 89511

CATHERINE CORTEZ MASTO
Attorney General

GINA C. SESSION

Chief Deputy Attorney General
Nevada Bar No. 5493

100 N. Carson Street

Carson City, Nevada 89701-4717
(775) 684-1207

Email: gséssion@ag.nv.gov
ANDREA NICHOLS

Senior Deputy Attorney General
Nevada Bar No. 6436 ,
5420 Kietzke Lane, Suite 202
Reno, NV 89511

(775) 688-1818
anichols@ag.nv.gov

Attorneys for Defendants Nevada Department of Taxation
and Kate Marshall, State Treasurer

IN THE FIRST JUDICIAL DISTRICT COURT
OF THE STATE OF NEVADA IN AND FOR CARSON CITY

CITY OF FERNLEY, NEVADA, a Nevada Case No.: 12 0C 00168 1B

municipal corporation,

Plaintiff,

Dept. No.: |

V.

)

)

)

)

)

;
STATE OF NEVADA, ex rel. THE NEVADA ) -

) NOTICE OF NON-OPPOSITION

) TO LEGISLATURE’S MOTION

; TO INTERVENE

)

)

)

DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
official capacity as TREASURER OF THE
STATE OF NEVADA,; and DOES 1-20,
Inclusive,

Defendants.

Deferidants, State of Nevada, ex rel. its Department of Taxation and Kate Marshall, in
her official capacity as Treasurer of the State of Nevada, by and through counsel, Catherine
Coftez Masto, Attorney General of the State of Nevada, Gina Session, Chief Deputy

Attorney General, and Andrea Nichols, Senior Deputy Attorney General, hereby notify this
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Office of the Attorney General
5420 Kietzke Lane, Suite 202

Reno, NV 88511
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10
11
12
13
14

15

16

17
18

19
20
21
22
23
24
25
26
27
28

Court that they do not oppose Legislature's Motion to Intervene filed herein on August 3,

2012.
e

DATED this (&  day of August, 2012.

CATHERINE CORTEZ MASTO
Attorney General

I ] doac. 8
. ) 7
oy shidain "/ dead ST
“ANDREA NICHOLS !

Senigr Deputy Attorney General

Nevada Bar No. 6436

5420 Kietzke Lane, Suite 202

Reno, NV 89511 '

(775) 688-1818

Attorneys for Defendants.

Case No. 66851
JA




.

O ©® o N O g~ W N

-3 PN -3 -3 —_— —_—
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Office of the Attorney General
5420 Kietzke Lane, Suite 202
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CERTIFICATE OF SERVICE
| hereby certify that | am an er?@byée of the Office of the Attorney General of the

State of Nevada and that on this Z@ ’ day of August, 2012, | served a copy of the
foregoing NOTICE OF NON-OPPOSITION TO LEGISLATURE’S MOTION TO INTERVENE

by mailing a true copy, postage prepaid, to:

Joshua Hicks, Esq.

Clark Vellis, Esq.

Sean Lyttle, Esqg. )
Brownstein Hyatt Farber Schreck, LLP
9210 Prototype Drive, Suite 250
Reno, NV 89521

Brandi Jensen, Fernley City Attorney
Office of the City Attorney

595 Silver Lace Blvd.

Fernley, NV 89408

Kevin Powers, Esq.
Legislative Counsel Bureau
401 S. Carson Street
Carson City, NV 89701

An Employee of the Office
of thé Attorney General
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BRENDA J. ERDOES, Legislative Counsel
Nevada Bar No. 3644

KEVIN C. POWERS, Chief Litigation Counsel
Nevada Bar No. 6781

J. DANIEL YU, Principal Deputy Legislative Counsel ‘

Nevada Bar No. 10806

LEGISLATIVE COUNSEL BUREAU, LLEGAL DIVISION

401 S. Carson Street

Carson City, NV 89701

Tel: (775) 684-6830; Fax: (775) 684-6761
kpowers @lIcb.state.nv.us

Dan. Yu@]Icb.state.nv.us

Attorneys for the Legislature of the State of Nevada

IN THE FIRST JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA
IN AND FOR CARSON CITY

CITY OF FERNLEY, NEVADA, a
Nevada municipal corporation,

Plaintiff,
vs.

STATE OF NEVADA ex rel. THE NEVADA
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
official capacity as TREASURER OF THE
STATE OF NEVADA,; and DOES 1-20,
inclusive,

Defendants.

Case No, 12 OC 00168 1B
Dept. No. 1

NEVADA LEGISLATURE’S
JOINDER IN MOTION TO DISMISS
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JOINDER IN MOTION TO DISMISS

Proposed Intervenor-Defendant, the Legislature of the State of Nevada (Legislature), by and
through its counsel, the Legal Division of the Legislative Counsel Bureau (LCB) under NRS 218F.720,
hereby files this Joinder in the Motion to Dismiss filed by the Attorney General’s Office on August 3,
2012, on behalf of the Defeﬁdants, the State of Nevada, the Department of Taxation, and the State
Treasurer acting in her official capacity. The Legislature is filing this J oinder as a proposed Intervenor-

Defendant or, alternatively, as an amicus curiae. See PEST Comm. v. Miller, 648 F. Supp. 2d 1202,

1214 (D. Nev. 2009) (treating responsive documents filed by proposed intetvenor-defendant “as the
equivalent of an amicus brief.”). In joining the Motion to Dismiss, the Legislature is asking the Court
for an order dismissing, with prejudice under NRCP 12(b)(5), all causes of action and claims alleged in
the Complaint filed by the Plaintiff on June 6, 2012, This Joinder is made and based upon the following
Memotandum of Points and Authorities, all pleadings, documents and exhibits on file in this case and

any oral arguments that the Court may allow.

MEMORANDUM OF POINTS AND AUTHORITIES

I. Statement of the facts and case.

A. Parties and claims.

On June 6, 2012, Plaintiff City of Fernley (Fernley), which is located in Lyon County, Nevada,
filed a Complaint seeking money damages and declaratory and injunctive 1'eiief against the State of
Nevada, the Department of Taxation, and the State Treasurer acting in her official capacity (collectively
the State Defendants). Fernley challenges the constitutionality of Nevada’s system of allocating certain
statewide tax revenues which are deposited and consolidated in the Local Government Tax Distribution
Account and distributed to Nevada’s local governmental entities under NRS 360.600-360,740. The

system is administered by the Department of Taxation and the State Treasurer, and it is commonly

refetred to as the consolidated tax system or the C-Tax system.
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In its Complaint, Fernley pleads federal constitutional claims and state constitutional claims. In its
federal constitutional claims, Fernley alleges that the C-Tax system violates the Equal Protection Clause
of the Fourteenth Amendment because the system results in Fernley receiving distributions that are
substantially less than the amounts received by other comparably populated and similarly situated local
governmental entities. (Compl. 9 20-27.) Fernley also alleges that the C-Tax system violates the Due
Process Clause of the Fourteenth Amendment because the system tesults in Fernley teceiving
distributions that are substantially less than the amounts received by other local governmental entities
and the system provides no process by which Fernley can obtain a meaningful and effective adjustment
of the tax distributions it receives undet the system. (Compl. Iq 50-57.)

In its state constitutional claims, Fernley alleges that the C-Tax system violates the Separation-of-
Powers Clause of Atticle 3, §1 of the Nevada Constitution because the system is set up so that the
Legislature’s authority over the system is abdicated to and exercised by the executive branch of state
government which administets the system. (Compl. Y 28-36.) Fernley also alleges that the C-Tax
system violates Article 4, §20 of the Nevada Constituﬁon because the system operates as an
impermissible local or special law for the assessment and collection of taxes for state, county, and
township purposes, (Compl. I 37-43.) In particular, Fernley alleges that the C-Tax system operates as
an impermissible local or special law with respect to Fernley because it treats Fernley significantly
differently for tax collection and distribution putposes from other local governmental entities. Id.
Finally, Fernley alleges that the C-Tax system violates Article 4, §21 of the Nevada Constitution
because the system operates in a non-general and non-uniform fashion by treating Fernley significantly
differently from other local governmental entities, (Compl. I 44-49.)

Based on its constitutional claims, Fernley asks for a declaration that the C-Tax system is

unconstitutional and the issuance of an injunction enjoining the State from making distributions under

the system. (Compl. at 10-11.) Fernley also asks for money damages in an amount to be proven at trial.
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Id. Because Fernley’s claims are directed at the validity of the C-Tax system, it is necessary to provide

an overview of that system.

B. Overview of the C-Tax system.

In 1995, the Legislature created an interim committee to study Nevada’s laws governing the
distribution of certain statewide tax revenues to local governmental entities. Senate Concurrent
Resolution No. 40, 1995 Nev. Stat, at 3034-36. The Legislature authorized the interim study because it
found that the existing laws relating to the distribution of tax revenue were inadequate to meet the
demands for new and expanded services placed on local governmental entities by Nevada’s rapid
population and economic growth. Id. Based on its study, the interim committee recommended

consolidating six statewide tax revenue soutces into a single account and establishing base amounts that

would be distributed from the account to local governmental entities. LCB Bulletin No. 97-5 (Nev.

L.CB Research Library, Jan. 1997) (Leg. Ex. 1).} The interim committee also recommended establishing
approptiate adjustments to the base amounts when public services provided by local governmental
entities are taken over by other entities or are eliminated. Id. The interim committee also recommended
establishing the number and type of public services that a new entity must provide in order to participate
in the distribution of revenue from the account, Id.

In 1997, based on the results of the interim study, the Legislature enacted Senate Bill No. 254
(SB254), which created the C-Tax system codified in NRS 360.600-360.740. 1997 Nev. Stat., ch. 660,
at 3278-3304, The Legislature’s intent in enacting SB254 was to rectify problems with the prior
formula of revenue distribution to local governments which did not follow the growth of population and

the resulting greater demand for services. Legislative History of SB254, 69th Leg. (Nev. LCB Research

! Filed as Legislature’s Bxhibit 1 and also available at:
hitp://www leg.state.nv.us/Division/Research/Publications/InterimReports/1997/Bulletin97-05.pdf.

4- Case No. 6685

6!:

JA

=y

A




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

i

Library 1997) (Leg, Ex. 2).> The prior formula no longer worked because “with moneys not going to
the growth areas, it was very difficult for local governments to be able to provide the increased demands
of service.” Id, at 127. Indeed, the prior formula “had no relationship to the service-level needs within
the community.” Id, at 45.

Thus, the putpose of SB254 was to eliminate the prior formula of revenue distribution that did not
relate to providing services. The new formula in SB254 was based on the necessity of local
governments having “to provide a level of service for the population groups they support.” Id. at 96.
The new formula in SB254 was proposed because “[i]n order for a local government to provide adequate
service levels to its citizens, the funding levels must keep commensurate with the costs.” Id. at 126.
The new formula in SB254 was intended to ensure that “service levels can match the demands of
Nevada’s citizens.” Id. at 127.

In addition, the new formula in SB254 was intended to decrease the competition among local
governments for tax revenue. Under the prior formula, if a county had one city, the county and the city
shared the revenue, but if a county had two cities, the cities shared the revenue and the county received
none. Id. at 127, While the prior formula encouraged cities to be formed in order to receive greater
revenue for that locality, SB254 ensured that when a new city is formed, it is not “based upon how much
money the new entity will be receiving but upon the service level needs of its citizens.” Id. at 127.
Thus, SB254 was enacted based on “the idea of distributing governmental revenues to governments
performing governmental functions.” Id, at 50.

Through the enactment of SB254, the Executive Director of the Depattment of Taxation was given

the duty to administer the C-Tax system and the tax revenues deposited in the Local Government Tax

% Filed as Legislature’s Exhibit 2 and also available at:
[aV Mmoo Wl B WAV Yar SR | J.C O

http://www.leg.state.ny.us/Division/Research/Library/LegHistory/LHs/1997/5B 2571557 ptpat <
http://www.leg state.nv.us/Division/Research/Library/LegHistory/LHs/1997/SB254,1997pt2.pdf:
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Distribution Account (Account).> NRS 360,660, The proceeds from the following six statewide tax
tevenue sources are deposited in the Account: (1) the liquor tax—NRS 365‘173 ; (2) the cigarette tax—
NRS 370.260; (3) the real property transfer tax—NRS 375.070; (4) the basic city-county relief tax—
NRS 377.055; (5)the supplemental city-county relief tax—NRS377.057; and (6)the basic
governmental services tax—NRS 482.181.

The money in the Account is distributed to local governmental entities under a two-tier system.
Under the first-tier, a certain portion from each revenue source is allocated to each county according to
specific statutory formulas an& credited to the county’s subaccount. The first-tier revenues in the
county’s subaccount are then distributed to the county and the cities, towns, enterprise districts* and
special districts® in the county that are eligible for a second-tier distribution.

To be eligible for a second-tier distribution, the entity must be an enterprise district, or it must be a
county, city, town or special district that received “before July 1, 1998, any portion of the proceeds of a
tax which is included in the Account.” NRS 360.670. In addition, a county, city, town or special district
is also eligible for a second-tier distribution if it was created after July 1, 1998, and it provides police
protection and at least two of the following services: (1) fire protection; (2) construction, maintenance

and repair of roads; or (3) parks and recreation, NRS 360,740.

3 In 1997, the Account was enacted as the Local Government Tax Distribution Fund in the State
Treasury. 1997 Nev. Stat., ch. 660, § 8, at 3278, In 1999, it was changed to the Local Government
Tax Distribution Account in the Intergovernmental Fund (NRS 353.254) in the State Treasury. 1999

Nev. Stat., ch, 8, § 10, at 10.

* BEnterprise districts are local governmental entities which ate not counties, cities or towns and which
ate determined to be enterprise districts by the Executive Director based on the critetia in
NRS 360.620 and 360.710. Examples of enterprise districts include certain general improvement
districts (GIDs) and certain watet, sewer, sanitation and television districts,

5 Special districts are local governmental entities which are not counties; cities; towis—ot—etitetprise
districts. NRS 360.650. Bxamples of special districts include certain hospital, library, fire-protection
and mosquito-abatement districts.
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The second-tier distributions in each county have two components—base amounts calculated
under NRS 360.680 and excess amounts calculated under NRS 360.690. The base amounis for the
enterprise districts in the county are distributed before any base amounts are distributed to the county
and the cities, towns and special districts in the county. NRS 360.680. If there is sufficient money
remaining in the county’s subaccount after the enterprise districts receive their base amounts, the county
and the cities, towns and special districts in the county are entitled to receive their base amounts.
NRS 360.690. However, if there is not sufficient money remaining in the county’s subaccount to
distribute the full base amounts to the county and the cities, towns and special districts in the county,
their base amounts are prorated in proportionate percentages, Id.

After distribution of all base amounts, if there is any excess money remaining in the county’s
subaccount, the county and the cities, towns and special districts in the county are entitled to receive
distributions of excess amounts, but the enterprise districts are not entitled to receive such distributions,
NRS 360,690, If excess amounis are distributed, the particular amount receivéd by each entity is
calculated using statutory formulas that take into account changes in population or changes in the
assessed valuation of taxable property, or changes in both. Id. Because the statutory formulas used to
calculate excess amounts involve varying factors, the excess amounts ultimately distributed to the
county and the cities, towns and special districts in the county are significantly impacted by the specific
population and property tax conditions attributable to each such entity.

When the C-Tax system was enacted in 1997, Fernley was an unincorporated fown that was
eligible for a secoﬁd—tier distribution, To facilitate Nevada’s transition to the new C-Tax system, the
Legislature included transitory provisions in sections 35-36 of SB254 which initially took precedence
over NRS 360.600-360.740. 1997 Nev. Stat., ch, 660, §§35-36, at 3301-04, Under section 35 of SB254,

Fernley’s initial year of distribution was the fiscal year ending on June 30, 1999, and the base amount

for Fernley’s initial year of distribution was calculated using the formula in that section, Id. §35, at
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3301-02, After SB254’s transitory provisions expired, the base amount of Fernley’s distribution has
been calculated using the formula in NRS 360.680. Under that formula, Fernley’s base amount for each
fiscal year is equal to the amount allocated to Fernley for the preceding fiscal year, minus any excess
amount allocated to Fernley under NRS 360,690, multiplied by 1 plus the percentage change in the
Consumer Price Index (All Items) for the immediately preceding calendar year. NRS 360.680.

In 2001, Fernley incorporated as a city under NRS Chapter 266, Nevada’s general law for
municipal in001poration.6 Unlike many other Nevada cities, Fernley does not provide police or fite-
protection services. Instead, police services are provided by Lyon County, and fire-protection services
are provided by the North Lyon County Fire Protection District.

When Fernley incotporated in 2001, it knew that its C-Tax distribution could be increased because
of incorporation only if it provided police protection and at least two of the following services: (1) fire
protection; (2) construction, maintenance and repair of roads; or (3) parks and recreation. NRS 360.740,
Because Fernley did not provide the requisite services, it also knew that after incorporation in 2001, its
C-Tax distribution would continue to be calculated and adjusted using its original base amount under
section 35-36 of SB254 and the statutory formulas in NRS 360.680 and 360.690, unless it began to
provide the requisite services or assumed the functions of another local governmental entity.
NRS 360.740; NRS 354.,598747.

Fernley’s C-Tax distribution can also be increased through cooperative agreements with the
county or other cities, towns or special districts in the county. NRS 360.730. In such agreements, the
parties may establish “an alternative formula for the distribution of the taxes included in the Account to

the local governments or special districts which are parties to the agreement,” Id. Based on the

6 The Nevada Constitution allows the Legislature to provide for the organization of cities through
general laws for municipal incorporation. Nev. Const, art. 8, § 8; State ex rel. Williams v. Dist. Ct.,

30 Nev. 225, 227-28 (1908). It also allows the Legislature to create cities Thfough special acts. INev.
Const. art. 8, § 1; State ex rel. Rosenstock v. Swift, 11 Nev. 128, 142-45 (1876); W. Realty v. City of

Reno, 63 Nev. 330, 350-51 (1946).
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allegations in the Complaint, it does not appear that Fernley has entered into any such cooperative

agreements,
II.  Argument,

Part 1—Standards for granting motion to dismiss.

A challenge to the constitutionality of a statute presents a question of law which “can be resolved

through the vehicle of a motion to dismiss.” Nev. Power v. Haggerty, 115 Nev. 353, 358 (1999);

Nevadans for Nev, v. Beers, 122 Nev. 930, 939 (2006). When a party files a motion to dismiss, the

Court should grant the motion if, after viewing all factual allegations in the complaint as true and
drawing all inferences in the plaintiff’s favor, it appears beyond a doubt that the plaintiff could prove no

set of facts which would entitle it to relief, NRCP 12(b)(5); Buzz Stew v. N. Las Vegas, 124 Nev, 224,

228 (2008). Under that standard, the moving party is entitled to dismissal “where the allegations are

insufficient to establish the elements of a claim for relief,”” Hampe v, Foote, 118 Nev. 405, 408 (2002),

overruled in part on other grounds by Buzz Stew, 124 Nev, at 228 n.6.

The moving party is also entitled to dismissal when a claim against the party is barred by an

affirmative defense, Kellar v. Snowden, 87 Nev. 488, 491-92 (1971). An affirmative defense is a legal

argument or assertion of fact that, if true, prohibits prosecution of the claim against the party even if all

allegations in the complaint are true. Douglas Disposal v. Wee Haul, 123 Nev, 552, 557-58 (2007);

Clark County Sch. Dist, v. Richardson Constr., 123 Nev, 382, 392-93 (2007). Such affirmative defenses

include the statute of limitations, the equitable doctrine of laches and any type of immunity or privilege.

NRCP 8(c); Kellar, 87 Nev. at 491-92; Hampe, 118 Nev. at 408-09; Hagblom v. State Dir, Mir, Vehs.,
93 Nev, 599, 601-04 (1977). ‘Thus, if the moving party establishes that a claim is barred by an
affirmative defense, the party is entitled to dismissal of the claim as a matter of law, Id,

In deciding a motion to dismiss, the Court generally may not consider materials outside the

pleadings, Breliant v. Preferred Equities Corp., 109 Nev, 842, 847 (1993). Héwevei',' this rule is not
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absolute, and the Court has the authority to consider materials outside the pleadings that are properly

subject to judicial notice, such as matters of public record. Id.; Martinez v. Johnson, 61 Nev. 125, 129

(1941) (noting that courts are bound to take judicial notice of a statute, even if the statute is not pleaded

by the parties); Fierle v. Perez, 125 Nev. 728, 737-38 n.6 (2009) (noting that courts generally “take
judicial notice of legislative historiés, which are public records.”). Therefore, in deciding a motion to
dismiss, the Court may take judicial notice of public records without converting the motion to dismiss

into a motion for symmary judgment. Nevada v. Burford, 708 F. Supp. 289, 292 (D. Nev. 1989).

Part 2—Fernley’s claims for money damages are barred by sovereign immunity.

Fernley prays for money damages on its federal and state constitutional claims, (Compl. at 10-
11.) Fernley’s prayer for money damages must be dismissed as a matter of law because the State

Defendants are absolutely immune from liability for money damages under federal and state law.

A. Federal law,

To bring a cause of action for a federal constitutional violation, a plaintiff must plead a civil rights

claim under 42 U.S.C. §1983 (section 1983). Arpin v. Santa Clara Valley Transp. Agency, 261 F.3d

912, 925 (9th Cir, 2001) (“a litigant complaining of a violation of a constitutional right does not have a

direct cause of action under the United States Coonstitution but must utilize 42 U.S.C. §1983.”); Martinez

v. Los Angeles, 141 F.3d 1373, 1382 (9th Cir. 1998); Azul-Pacifico, Inc, v, Los Angeles, 973 F.2d 704,

705 (9th Cir. 1992). In this case, although Fernley alleges federal constitutional violations, Fernley does
not plead any civil rights claims under section 1983. As a general rule, when a plaintiff alleges federal
constitutional violations but fails to plead civil rights claims under section 1983, the court will

nevertheless “construe [the plaintiff’s] allegations under the umbrella of §1983.” Bank of Lake Tahoe v.

Bank of Am., 318 F.3d 914, 917 (9th Cir. 2003), Consequently, regardless of Fernley’s inadequate

pleading, its alleged federal constitutional violations must be construed as civil rights claims under

section 1983,
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Civil rights claims under section 1983 “must meet federal standards even if brought in state

court.” Madera v. SIIS, 114 Nev. 253, 259 (1998); Will v. Mich. Dep’t State Police, 491 U.S. 58, 66

(1989), Under section 1983, the state, its agencies, and its officials acting in their official capacities are
absolutely immune from liability for money damages because “neither states nor their officials acting in
their official capacities ate ‘persons’ under 42 U.S.C. §1983 and therefore neither may be sued in state

courts [for money damages] under the federal civil rights statutes.” N. Nev. Ass’n Injured Workers v,

SIIS, 107 Nev, 108, 114 (1991) (citing Will, 491 U.S. at 71); State v. Dist. Ct., 118 Nev. 140, 153

(2002); Cuzze v, Univ, Sys., 123 Nev. 598, 605 (2007). Therefore, when a plaintiff’s complaint alleges

federal constitutional violations and asks for money damages from the state, its agencies, and its

officials acting in their official capacities, “the complaint fails to state an actionable claim.” N. Nev.

Ass’n Injured Workers, 107 Nev. at 114.7

In this case, Fernley’s Complaint alleges federal constitutional violations and asks for money
damages from the State of Nevada, the Department of Taxation, and the State Treasurer acting in her
official capacity. Because the State Defendants are absolutely immune from liability for money

damages under section 1983, Fernley’s prayer for money damages on its federal constitutional claims

must be dismissed as a matter of law,

B. Statelaw.

A plaintiff may bring a state-law claim for money damages against the state, its agencies, and its
officials acting in their official capacities only to the extent authorized by Nevada’s conditional waiver

of its sovereign immunity, NRS 41.031 et seq., Hagblom v. State Dir, Mir. Vehs., 93 Nev. 599, 601-04

(1977). Nevada’s conditional waiver of its sovereign immunity is expressly limited by NRS 41.032,

which provides in relevant part:

7 Although section 1983 bars claims for money damages against the state, its agencies, and its officials

acting in their official capacities, it does not bar claims for declaratory or iffURCIIVE Teliel AgainSt Sae
officials acting in their official capacities. N. Nev. Ass’n Injured Workers, 107 Nev. at 115-16 (citing

Will, 491 U.S. at 71 n.10).
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[N]o action may be brought under NRS 41.031 or against an immune contractor or an
officer or employee of the State or any of its agencies or political subdivisions which is:

1. Based upon an act or omission of an officer, employee or immune contractor,
exercising due care, in the execution of a statute or regulation, whether or not such statute or
regulation is valid, if the statute or regulation has not been declared invalid by a court of

competent jurisdiction; or
2. Based upon the exercise or performance or the failure to exercise or perform a

discretionary function or duty on the part of the State or any of its agencies or political
subdivisions or of any officer, employee or immune contractor of any of these, whether or

- not the discretion involved is abused.

Under NRS 41.032(1), the state, its agencies, and its officials acting in their official capacities are
absolutely immune from liability for money damages based on any acts or omissions in their execution
and administration of statutory provisions which have not been declared invalid by a court of competent
jurisdiction. Hagblom, 93 Nev. at 603-04. Additionally, under NRS 41.032(2), the state, its agencies,
and its officials acting in their official capacities are absolutely immune ﬂom liability for money
damages based on the performance of official duties which involve an element of official discretion or
judgment and are grounded in the creation or execution of social, economic or political policy. Martinez
v, Maruszczak, 123 Nev. 433, 445-47 (2007); Scott v. Dep’t Commerce, 104 Nev. 580, 583-86 (1988).
The reason for providing absolute immunity under such circumstances is to protect the policy-making
functions of the political branches from “judicial ‘second guessing’ of legislative and administrative

decisions grounded in social, economic, and political policy through the medium of an action in tort.”

Martinez, 123 Nev. at 446 (quoting United States v. Varig Airlines, 467 U.S. 797, 814 (1984)).

In this case, Fernley alleges in its state constitutional claims that the State of Nevada, the
Department of Taxation, and the State Treasurer acting in her official capacity violated the Nevada
Constitution in their execution and administration of the C-Tax system under NRS 360.600-360.740.
Because those statutory provisions have not been declared invalid by a court of competent jurisdiction,

the State Defendants enjoy absolute immunity from liability for money damages under NRS 41.032(1)

based on any acts or omissions in their execution and administration of the C-Tax system. Furthermore,
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because their execution and administration of the C-Tax system also involves an element of official
discretion or judgment and is grounded in the creation or execution of social, economic or political
policy, the State Defendants also enjoy absolute immunity from liability for money damages under
NRS 41.032(2). Therefore, because the State Defendants are absolutely immune from liability for
money damages under NRS 41,032, Fernley’s prayer for money damages on its state constitutional

claims must be dismissed as a matter of law.

Part 3—Fernley’s claims are time-barred by the statute of limitations.

It is well established that the statute of limitations applies to constitutional claims and that “[a]

constitutional claim can become time-barred just as any other claim can.” Block v. North Dakota ex rel.

Bd. of Univ. & School Lands, 461 U.S. 273, 292 (1983); United States v, Clintwood Elkhorn Mining,

553 U.S. 1, 9 (2008). Because Fernley failed to bring its federal and state constitutional claims within
the applicable statute of limitations, its claims are time-barred as a matter of law.

A, TFederal law.

The statute of limitations for federal constitutional claims under section 1983 is calculated by
using the statute of limitations for personal injury actions in the state where the claims arose. Wilson v.

Garcia, 471 U.S. 261, 279-80 (1985); Owens v. Okure, 488 U.S. 235, 236 (1989). In Nevada, based on

the statute of limitations for personal injury actions in NRS 11.190(4)(e), the statute of limitations for
federal constitutional claims under section 1983 is two years, Day v. Zubel, 112 Nev. 972, 977 (1996);

Perez v. Seevers, 869 F.2d 425, 426 (9th Cir, 1989).

The statute of limitations for federal constitutional claims under section 1983 applies to both legal
claims for monetary damages and equitable claims for declaratory and injunctive relief because “where
legal and equitable claims coexist, equitable remedies will be withheld if an applicable statute of

limitations bars the concurrent legal remedy.” Levald, Inc. v. City of Palm Desert, 998 F.2d 680, 688

(9th Cir, 1993) (quoting Gilbert v. City of Cambridge, 932 F.2d 51, 57 (1st Cir. 1991)); see also Cope V.
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Anderson, 331 U.S, 461, 464 (1947) (“equity will withhold its relief in such a case where the applicable

statute of limitations would bar the concurrent legal remedy.”); Russell v. Todd, 309 U.S. 280, 289

(1940) (“equity will withhold its remedy if the legal right is barred by the local statute of limitations.”).
The statute of limitations for federal constitutional claims under section 1983 begins to run when

the plaintiff has a complete and present cause of action and can file suit to obtain relief. Wallace v,

Kato, 549 U.S. 384, 388 (2007). This occurs when the plaintiff knows or has reason to know of the

alleged events that form the basis of the cause of action. McCoy v. San Francisco, 14 F.3d 28, 29 (9th

Cir. 1994). Courts apply this rule of accroal strictly, even if the alleged constitutional violation creates
lasting effects that continue to adversely impact the plaintiff long after the violation has occurred. Id. at

30 (“statute of limitations period is triggered by the decision constituting the discriminatory act and not

by the consequences of that act.”); Davis v, La. State Univ., 876 F.2d 412, 413 (5th Cir. 1989), Thus,

continuing impact from past violations does not extend the statute of limitations. McDougal v, County
of Imperial, 942 F.2d 668, 674~75 (9th Cir, 1991),

In this case, Fernley alleges that “[nJo meaningful adjustments were made to Fernley’s C-Tax
distribution after its incorporation in 2001.” (Compl. §9.) When Fernley incorporated in 2001, it knew
that its C-Tax distribution could be increased because of incorporation only if it provided police
protection and at least two of the following services: (1) fire protection; (2) construction, maintenance
and repair of roads; or (3) parks and recreation, NRS 360.740. Because Fernley did not provide the
requisite services, it also knew that after incorporation in 2001, its C-Tax distribution would continue to
be calculated and adjusted using its original base amount under section 35-36 of SB254 and the statutory
formulas in NRS 360.680 and 360.690, unless it began to provide the requisite services or assumed the
functions of another local governmental entity. NRS 360.740; NRS 354.598747.

Thus, even if it is true that the C-Tax system results in Fernley receiving distributions that are

substantially less than what is received by other local governmerital entities and provides no process by
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which Fernley can obtain a meaningful and effective adjustment of its distributions, those circumstances
have existed since Fernley incorporated in 2001, Consequently, the events that form the basis of
Fernley’s equal protection and due process claims occurred when Fernley incorporated in 2001, and that
is when Fernley’s federal constitutional claims accrued. At that time, Fernley had a complete and
present cause of action and could have filed suit to obtain relief. Even though the events which
triggered the statute of limitations in 2001 have had lasting effects that continue to impact Fernley, such
a continying impact does not extend the statute of limitations. Therefore, because Fernley’s federal
constitutional claims accrued in 2001, the two-year statute of limitations expired in 2003, and Fernley’s

federal constitutional claims must be dismissed because they are time-barred as a matter of law,

B. State law.

In Nevada, the statute of limitations applies to all causes of action, legal and equitable. State v.

Yellow Jacket Mining, 14 Ney. 220, 230 (1879). The Nevada Supreme Court has not determined which

limitations petiod applies to state constitutional claims. If the Nevada Supreme Court were to follow the
lead of the United States Supreme Coutt, the two-year statute of limitations in NRS 11.190(4)(e) would
apply. But if that is not the applicable statute of limitations, then the general four-year statute of
limitations in NRS 11,220 would govern. NRS 11,220 (“An action for relief, not hereinbefore provided
for, must be commenced within 4 years after the cause of action shall have accrued.”); Yellow Jacket
Mining, 14 Nev. at 230 (“if the céuse of action is not particularly specified elsewhere in the statute, it is
embraced in section 1033 [presently codified in NRS 11.220], and the action must be commenced within
four years after the cause of action accrued.”). Under either limitations period, Fernley’s state
constitutional claims are time-barred as a matter of law.

In Nevada, the statute of limitations begins to run “from the day the cause of action accrued.”

State Dep’t Transp. v. PERS, 120 Nev. 19, 21-22 (2004) (quoting Clark v. Robison, 113 Nev. 949, 951

(1997)). In the typical case, “a cause of action does not accrue, and the statute does not begin to run
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until a litigant discovets, or teasonably should have discovered, facts giving rise to the action.” Beazer

Homes v. Dist. Ct., 120 Nev. 575, 585 (2004). Litigants are expected to exercise reasonable diligence in

discovering the facts giving rise to the cause of action and “may not close their eyes to means of
information reasonably accessible to them and must in good faith apply their attention to those

particulars within their reach,” Siragusa v. Brown, 114 Nev. 1384, 1394 (1998) (quoting Spitler v.

Dean, 436 N.W.2d 308, 311 (Wis. 1989)). If a litigant, through the exercise of reasonable diligence or
inquiry, could have discovered the facts giving rise to the cause of action earlier than the date on which

the litigant actually discovered those facts, the limitations period begins to run from the earlier date. Id.

at 1393-94; Sierra Pac, Power v. Nye, 80 Nev, 88, 94-95 (1964).

Furthermore, when the facts giving rise to the cause of action are a matter of public record, the
general rule is that the limitations period begins to run immediately because the courts will presume that

“[t]he public record gave notice sufficient to start the statute of limitations running,” Cumming v. San

Bernardino Redev. Agency, 125 Cal, Rptr, 2d 42, 46 (Cal. Ct. App. 2002). Under this rule, the public

record provides constructive or presumed notice or knowledge that is considered to be equivalent to
actual notice or knowledge. Id. Accordingly, “[wlhen a plaintiff has notice or information of
circumstances to put a reasonable person on inquiry, or has the opportunity to obtain knowledge from
sources open to his investigation (such as public records or corporation books), the statute applicable to

the cause of action commences to run.” Community Cause v. Boatwright, 177 Cal. Rptr. 657, 665 (Cal.

Ct. App. 1981).

In its separation-of-powers claims, Fernley alleges that the C-Tax system is set up so that the
Legislature’s authority over the system is abdicated to and exercised by the executive branch of state
government which administers the system. (Compl, J32.) Even if Fernley’s allegations are true, it must

be presumed that when Fernley incorporated in 2001, it knew the manner in which the C-Tax system is

set up and the extent of the Legislature’s delegation of authotity over the C-Tax systeni'to the executive
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branch because the C-Tax statutes are part of the law of Nevada and are a matter of public knowledge.
S_@ Sengel v. IGT, 116 Nev. 565, 572-73 (2000); Smith v. State, 38 Nev. 477, 481 (1915) (“When the
statute was passed . . . such statute became a part of the law of the state. Evety one is presumed to know
the law, and this presumption is not even rebuttable.”). Therefore, because Fernley knew of the
circumstances giving tise to its separation-of-powers claims from at least 2001 when it incorporated,
both the two-year and four-year statute of limitations have expired, and Fernley’s separation-of-powers
claims must be dismissed because they ate time-barred as a matter of law.

In its claims under Article 4, §§20-21 of the Nevada Constitution, Fernley alleges that the C-Tax
system operates as an impermissible local or special law and in a non-general and non-uniform fashion
by treating Fernley significantly differently from other local governmental entities for tax distribution
purposes, (Compl. 40, 46.) Even if Fernley’s allegations are true, the C-Tax system has been
operating in that manner from at least 2001 when Fernley incorporated. Because distribution of tax
revenues under the C-Tax system is a matter of public record, it must be presumed that when Fernley
incorporated in 2001, it knew the manner in which the C-Tax system operated and that it could be
treated differently from other local governmental entities for tax distribution purposes. Therefore,
because Fernley knew of the circumstances giving rise to its Article 4, §820-21 claims from at least
2001 when it incorporated, both the two-year and four-year statute of limitations have expired, and

Fernley’s Article 4, §§20-21 claims must be dismissed because they are time-barred as a matter of law,

Part 4—Fernley’s claims are time-barred by laches,

Under both federal and state law, constitutional claims may be time-barred by the equitable
doctrine of laches when there has been an unreasonable or inexcusable delay in bringing the claims and
such delay has worked to the disadvantage or prejudice of others or has resulted in a change of

circumstances which would make the granting of relief inequitable. Miller v. Burk, 124 Nev, 579, 598-

99 (2008); Southside Fair Hous. Comm, v. New York, 928 F.2d 1336, 1354 (2d Cir. 1991) (“Laches can
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bar constitutional claims.”); Soules v. Kauaians Campaign Comm., 849 F.2d 1176, 1180-82 (Sth Cir,

1988) (applying laches to bar equal protection claims); Envtl. Def, Fund v. Alexander, 614 F.2d 474,
480 (5th Cir, 1980) (“The defense [of laches] is not restricted to cases in which only private law claims
are asserted; it is also applicable to complaints based on constitutional claims and those based on alleged

violation of separation of powers.”); Partee v. Cook County Sheriff’s Dep’t, 863 F. Supp. 778, 783

(N.D. IIL. 1994) (“a §1983 complaint that is filed within the limitations period may still be subject to

dismissal for laches.”).

The doctrine of laches is based on the maxim that equity aids the vigilant, not those who sleep on

their rights. Am. Int’l Group v. Am. Int’l Bank, 926 F.2d 829, 835 (Sth Cir, 1991) (“The fundamental

premise of laches is that those who sleep on their rights surrender them; if you snooze, you lose,”). To
determine whether a constitutional challenge is barred by laches, courts consider: (1) whether the party
inexcusably delayed bringing the challenge and the length of the delay; (2) whether the delay constitutes
acquiescence by the party in the validity of the legislation; and (3) whether the delay was prejudicial to

others who relied on the validity of the legislation. Burk, 124 Nev. at 598-99; Southside Fair Hous.

Comm., 928 F.2d at 1354, The applicability of laches turns upon the particular facts and circumstances

of each case. Carson City v. Price, 113 Nev. 409, 412 (1997).

Since at least 2001 when it incorporated, Fernley knew the manner in which the C-Tax system
opetated and that it was being treated differently from other cities and towns for tax distribution
purposes because it did not provide the same type of public services, such as police and fire protection.
Nevertheless, Fernley unreasonably and inexcusably delayed bringing its constitutional challenge for
eleven years. Fernley’s failure to act diligently and timely within that eleven-year period amounts to
acquiescence in the validity of the C-Tax system. Moreover, during that eleven-year period, Nevada’s

other local governmental entities and their citizens have reasonably relied on the validity of the C-Tax

system, and they have a reasonable expectation in continuing to receive their allotted distributions under
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that system, If the C-Tax system is declared invalid now after such a long period of operation, such a
declaration would bring chaos to Nevada’s tax distribution system, and it would prejudice those local
governmental entities and their citizens who have reasonably relied on the validity of the C-Tax system,
Therefore, because consideration of Fernley’s federal and state constitutional claims after such an
unreasonable and inexcusable eleven-year delay would upset settled expectations, would work to the
disadvantage and prejudice of others, and would make the granting of relief inequitable, Fernley’s
federal and state constitutional claims must be dismissed because they are time-barred by laches.

Part 5—Standard of review for the merits of Fernley’s claims.

BEven assuming Fernley’s federal and state constitutional claims are not batred by sovereign
immunity, the statute of limitations and laches, the claims are nevertheless without merit., In reviewing
the constitutionality of a statute, the court must presume the statute is constitutional, and “[i]n case of
doubt, every possible presumption will be made in favor of the constitutionality of [the] statute, and
courts will interfere only when the Constitution is clearly violated.” List v. Whisler, 99 Nev. 133, 137

(1983). The presumption places a heavy burden on the challenger to make “a clear showing that the

statute is unconstitutional.” Id. at 138. As a result, the court must not invalidate a statute on

constitutional grounds unless the statute’s invalidity appears “beyond a reasonable doubt.” Cauble v,

Beemer, 64 Nev. 77, 101 (1947); State ex rel. Lewis v. Doron, 5 Nev. 399, 408 (1870) (“every statute is
to be upheld, unless plainly and without reasonable doubt in conflict with the Constitution.”).
Furthermore, it is a fundamental rule of constitutional review that “the judiciary will not declare an

act void because it disagrees with the wisdom of the Legislature.” Anthony v. State, 94 Nev. 337, 341

(1978). Thus, in reviewing the constitutionality of a statute, the court must not be concerned with the
wisdom or policy of the legislation because “matters of policy or convenience or right or justice or

hardship or questions of whether the legislation is good or bad are solely matters for consideration of the

legislature and not of the courts.” King v. Bd. of Regents, 65 Nev. 533, 542 (194'8).
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As will be explained next, because Fernley has not met its heavy burden to make a clear showing

that the C-Tax system is unconstitutional beyond a reasonable doubt, Fernley’s federal and state

constitutional claims must be dismissed as a matter of law.

Part 6—Fernley’s equal protection and due process claims must be dismissed,

In its first and fifth claims for relief, Fernley alleges that the C-Tax system violates the Equal
Protection and Due Process Clauses of the Fourteenth Amendment, Based on long-standing caselaw,
because Fernley is a political subdivision of the State of Nevada, it has no standing to bring federal
constitutional claims against the state, its creator, for alleged violations of the Equal Protection or Due
Process Clause of the Fourteenth Amendment. Furthermore, even if Fernley had standing to bring such
Fourteenth Amendment claims, those claims would have. no merit,

A. Fernley has no standing to bring Fourteenth Amendment claims against the state,

It is well established that “a municipal corporation, in this state, is but the creature of the

legislature, and derives all its powers, rights and franchises from legislative enactment or statufory

implication.” State ex rel. Rosenstock v. Swift, 11 Nev. 128, 140 (1876). As a result, Nevada’s cities
“are mere instrumentalities of the state, for the convenient administration of government.” City of Reno
v. Stoddard, 40 Nev. 537, 542 (1917).

In numerous cases, both the United States Supreme Court and the Nevada Supreme Court have
held that because cities and other political subdivisions are entities created by the state merely for the
convenient administration of government, such political subdivisions lack standing to bring Fourteenth

Amendment claims against the state, its creator, City of Trenton v. New Jersey, 262 U.S. 182 (1923);

City of Pawhuska v. Pawhuska Oil & Gas, 250 U.S. 394 (1919); Hunter v. City of Pittsburgh, 207 U.S.

161 (1907); State ex rel. List v. County of Douglas, 90 Nev. 272, 279-81 (1974); Reno v. County of

Washoe, 94 Nev. 327, 329-31 (1978); Boulder City v. State, 106 Nev. 390, 392 (1990). In explaining

this doctrine, the High Court has stated that:
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Municipal corporations are political subdivisions of the State, created as convenient
agencies for exercising such of the governmental powers of the State as may be entrusted to
them. ... The State, therefore, at its pleasure may modify or withdraw all [municipal]
powers, may take without compensation [municipal] property, hold it itself, or vest it in
other agencies, expand or contract the territorial area, unite the whole or a part of it with
another municipality, repeal the charter and destroy the corporation. . . . In all these respects
the State is supreme, and its legislative body, conforming its action to the state constitution,
may do as it will, unrestrained by any provision of the Constitution of the United
States. . . . and there is nothing in the Federal Constitution which protects them from these
injurious consequences. The power is in the State and those who legislate for the State are

alone responsible for any unjust or oppressive exercise of it.

Hunter, 207 U.S. at 178-79.

The doctrine that a political subdivision lacks standing to sue the state is also recognized by the
Nevada Supreme Court, which has held that “a political subdivision of the State of Nevada[] may not
invoke the proscriptions of the Fourteenth Amendment in opposition to the will of its creator.” ‘m, 90
Nev. at 280 (holding that a Nevada county had no standing to bring equal protection and due process

claims under the Fourteenth Amendment against the State of Nevada); see also Reno, 94 Neyv. at 329-31,

and Boulder City, 106 Nev. at 392 (applying the doctrine to Nevada’s cities), Thus, because Fernley, as
a political subdivision of the State of Nevada, has no standing to bring Fourteenth Amendment claims
against the state, Fernley’s equal protection and due process claims under the Fourteenth Amendment

must be dismissed as a matter of law.

B. Even if Fernley had standing to bring Fourteenth Amendment claims against the state,

those claims would have no merit.

Fernley alleges that it has been denied equal protection because it receives, as an incorporated city,
C-Tax distributions “that are substantially less than what is received by other, comparably populated and
similarly situated Nevada towns and cities.,” (Compl.  22.) Fernley also alleges that the C-Tax system
is “non-uniform and unequal in its effect upon Fernley as compared to other similarly situated Nevada

towns and cities,” (Compl, §23.) In support of its contention that it has been denied due process,

Fernley alleges that the C-Tax system “results in Fernley teceiving tax revenue distributions that are
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substantially less than what is received by other local governments and provides no process by which
Fernley can obtain.a meaningful and effective adjustment of such tax distributions.” (Compl. I 52.)

The Equal Protection Clause provides that a state shall not “deny to any person within its
jurisdiction the equal protection of the laws.,” U.S. Const. amend. XIV, §1, “When a party contends
that a statute violates its equal protection rights but does not allege the involvement of a suspect class or
fundamental right, the statute is constifutional if the classification scheme created by that statute is

rationally related to furthering a legitimate state interest.” Silver State Elec, v. State, 123 Nev. 80, 84

(2007). Furthermore, when a legislative classification is challenged under the rational basis test, a court
“is not limited, when analyzing a rational basis review, to the reasons enunciated for enacting a statute;
if any rational basis exists, then a statute does not violate equal protection.” Flamingo Paradise Gaming
v. Chanos, 125 Nev. 502, 520 (2009).

The Due Process Clause provides that a state shall not “deprive any person of life, liberty, or
property, without due process of law.” U.S. Const, amend. XIV, §1. Similar to the level of scrutiny
applied for equal protection claims, where a statute does not impinge upon any fundamental
constitutional right, the statute will be upheld under the Due Process Clause if the statute is rationally

related to a legitimate state interest. Bowers v. Hardwick, 478 U.S. 186, 196 (1986), overruled on other

grounds by Lawrence v. Texas, 539 U.S. 558, 578 (2003); State v. Dist. Ct., 101 Nev. 658, 661-62
(1985) (holding that where a fundamental right is not involved, “the constitutionality of the statute will
be upheld against a Fourteenth Amendment challenge if the law is reasonable, not arbitrary and bears
rational relationship to a legitimate state purpose.”).

Therefore, under both the Equal Protection and Due Process Clauses, the Legislature’s distribution
of tax revenues through the C-Tax system must be upheld so long as it is rationally related to a

legitimate state interest. The fundamental flaw in Fernley’s federal constitutional claims is the mistaken

belief that the Equal Protection and Due Process Clauses require uniformity in the distribution of the tax
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revenues deposited in the Account. However, based on a long line of cases, “[njo requirements of
uniformity or of equal protection of the law limit the power of a legislature in respect to allocation and

distribution of public funds.” Hess v. Mullaney, 213 F.2d 635, 640 (9th Cir. 1954) (citing Gen. Amer,

Tank Car Corp. v. Day, 270 U.S, 367, 372 (1926), and Carmichael v. S, Coal Co,, 301 U.S, 495, 521

(1937)). Thus, even when tax revenues are distributed unevenly to local governmental entities under a

statutory distribution scheme, that scheme must be upheld unless the challenger can prove there is no

rational basis for the method of distribution chosen by the legislative body. Ball v. Rapidgs Parish, 746
F.2d 1049, 1055-63 (5th Cir, 1984).

Consequently, even if it is true that the C-Tax system is “non-uniform and unequal in its effect
upon Fernley as compared to other similarly situated Nevada towns and cities,” the lack of uniformity in
the C-Tax system is insufficient as a matter of law to prove an equal protection or due process claim.
The only way for Fernley to prove an equal protection or due process claim is to establish that there is
no rational basis for the method of distribution chosen by the Legislature in the C-Tax system. Because

Fernley does not even make such an allegation in its equal protection and due process claims, those

claims fail as a matter of law,

The United States Supreme Court has considered equal protection and due process claims seeking
to prohibit Massachusetts from distributing taxes under a statutory distribution scheme. Dane v.
Jackson, 256 U.S. 589, 594-95 (1921). In that case, the claim was made that the state’s distribution
scheme resulted in the accrual of benefits to taxpayers in some districts but not to taxpayers in other
districts. Id. Before the enactment of the tax legislation in question, the various taxing subdivisions of
Massachusetts had taxed real estate and both tangible and intangible property within their respective
jurisdictions for state and local purposes, Id. at 595. After new legislation was enacted, intangible

property was virtually exempted from local taxation and instead subject to state taxation, Id. As a

means to reimburse the taxing subdivisions for the loss in revenue incurred by the exemption of
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intangible property from local taxation, a statutory distribution formula was implemented. Id. at 595-96.
The petitioner, however, asserted that this distribution scheme effectuated a result where certain cities
and towns would receive greater distributions than other cities and towns without regard to the amounts

taxed on intangible property. Id. at 596, In rejecting the petitioner’s claims of equal protection and due

procéss violations, the Court explained:

[Slince the system of taxation has not yet been devised which will return precisely the same
measute of benefit to each taxpayer or class of taxpayers in proportion to payment made, as
will be retumed to every other individual or class paying a given tax, it is not within either
the disposition or power of this coutt to revise the necessarily complicated taxing systems of
the States for the purpose of attempting to produce what might be thought to be a more just
distribution of the burdens of taxation than that artived at by the state legislatures . . . and
that where, as here, conflict with federal power is not involved, a state tax law will be held
to conflict with the Fourteenth Amendment only where it proposes, or clearly results in,
such flagrant and palpable inequality between the burden imposed and the benefit received,
as to amount to the arbitrary taking of property without compensation ... For other
inequalities of burden or other abuses of the state power of taxation, the only security of the
citizen must be found in the stroctore of our Government itself.

Id. at 598-99. These principles have since been applied by both lower federal and state courts alike.

In Ball v. Rapides Parish, the plaintiffs complained that although the Town of Ball was the fastest

growing incorporated government in Rapides Parish, Louisiana, the town received no share of revenues
generated from a parishwide sales tax even though every other incorporated government in the parish

teceived a share of such revenues. 746 F.2d at 1051-52, Under a state law allowing certain parishes to

levy and collect a retail sale and use tax, the governing body of Rapides Parish enacted such a tax and

specified the distribution of the tax revenues among the parish, the school board, and each of the nine
incorporated governments within the parish. Id. Because the Town of Ball did not incorporate until
several years after the parishwide tax and distribution system went into effect, the distribution plan did
not account for the newly-incorporated town, and the town did not receive a portion of the parish’s tax

revenues for over a decade. Id. at 1053. As described by the court, even though the “citizens of Ball

have forked over their share of fiscal fixings for 12 years . . . when the annual economic entree is ready
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to be served the Town has never had a place at the Parish table.” Id. at 1053-54. And the town’s
attempts to have the Louisiana Legislature grant relief from the tax plan was met with no success. Id. at
1054 n.15.

The plaintiffs brought suit against each of the governmental bodies receiving funds under the
distribution plan claiming that the plan violated the due process and equal protection rights of the town’s
residents. Id. at 1054. The complaint sought the “fair share” of all revenue produced from the
parishwide tax since the town’s incorporation, the “fair share” of all current and future revenue
generated by the tax, injunctive relief barring further collection of the tax until the distribution plan was
revised to be constitutional, and other general and equitable relief. Id. In analyzing the claims, the court
first determined that the Bqual Protection Clause did apply, but that only a rational basis level of
scrutiny was applicable because the distribution scheme “does not create a suspect classification nor
infringe rights or interests heretofore recognized as constitutionally fundamental.” Id. at 1055-60,
Turning to whether there was any rational basis for the distribution plan, the court first noted that the

judiciary must avoid acting as a “superlegislature to judge the wisdom or desirability of legislative

policy determinations made in. .. the local economic sphere.” Id. at 1060 (quoting New Orleans v.

Dukes, 427 U.S. 297, 303 (1976)). The court also noted the deference given to tax legislation,

explaining that:

The broad discretion as to classification possessed by a legislature in the field of taxation has
long been tecognized . . , The passage of time has only served to underscore the wisdom of
that recognition of the large area of discretion which is needed by a legislature in
formulating sound tax policies. Traditionally classification has been a device for fitting tax
programs to local needs and usages in order to achieve an equitable distribution of the tax
burden. It has, because of this, been pointed out that in taxation, even more than in other
fields, legislatures possess the greatest freedom in classification, Since the members of a
legislature necessarily enjoy familiarity with local conditions which this Court cannot have,
the presumption of constitutionality can be overcome by the most explicit demonstration
that a classification is a hostile and oppressive discrimination against particular persons and
classes. The burden is on the one attacking the legislative arrangement to negative every

conceivable basis which might support it,
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Id. at 1061 (quoting Regan v. Taxation with Representation, 461 U.S. 540, 547-48 (1983) (quoting

Madden v. Kentucky, 309 U.S. 83, 87-88 (1940))).

In examining the “conceivable” purposes behind the distribution plan, the court found that the
governing body could have determined that the Town of Ball did not require the tax proceeds as much as
the other municipalities, that the governing body could have intended to dissuade the incorporation of
another municipality, or that the governing body could have feared that participation of new
municipalities in the distribuﬁon plan would jeopardize the repayment of bonds. Id. at 1062, Because
any of these conceivable purposes was rationally related to a legitimate governmental interest, the court

concluded there was no Fourteenth Amendment violations. See also Allied Stores v. Bowers, 358 U.S.

522, 528-29 (1959) (holding that a state need not explicitly declare its purpose for adopting a particular
tax distribution scheme so long as any legitimate purpose “reasonably may be conceived.”); McInnis v.
Shapiro, 293 F. Supp. 327, 328-330 (N.D. IIl. 1968) (holding that a public school financing plan did not
violate students’ Fourteenth Amendment rights to equal protection and due process even though the
distribution formula permitted wide variations in vallocations from district to district where there
appeared to be legitimate policy reasons for the distribution formula).

Coutts have consistently recognized that because the state tax structures are complicated and total
equity in the distribution of tax revenues among a state’s citizens would be an exceedingly difficult task,
the Fourteenth Amendment “imposes 1o iron rule of equality, prohibiting the flexibility and variety that
are apptropriate to reasonable schemes of state taxation ... To hold otherwise would be to subject the
essential taxing power of the State to an intolerable supervision, hostile to the basic principles of our
Government and wholly beyond the protection which the general clause of the Fourteenth Amendmént

was intended to assure,” McLennan v, Aldredge, 159 S.E.2d 682, 687 (Ga. 1968) (holding that the state

legislature has a right to make revenue distributions in recognition of financial, taxable wealth and other

differences between city and school systems) (quoting Ohio Oil Co, v. Conway, 281 U.S. 146, 159
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(1930)).

Thus, courts have consistently rejected the premise that the Equal Protection and Due Process

Clauses require uniformity in the distribution of the tax revenues, See, e.g., Bd. of Comm’rs v. Coopet,

264 SE.2d 193, 198 (Ga. 1980) (finding no equal protection or due process violation on the basis that
some areas of a district or some taxpayers in a district may receive greater benefits under a disttibution

scheme); Leonardson v. Moon, 451 P.2d 542, 554-55 (Idaho 1969) (upholding distribution scheme

implementing a distribution formula on a graduated basis of a portion of the state sales tax fund to
counties and other taxing units despite unequal allocations to recipients); McBreairty v. Comm’r Admin,

& Fin, Setys., 663 A.2d 50, 54-55 (Me. 1995) (finding no requirement that the state legislature distribute

tax revenues equally); McKenney v. Byme, 412 A.2d 1041, 1045-49 (N.J. 1980) (holding that a
legislature’s decision to distribute funds created by a state-imposed tax, even if it was impetfect,

reflected “legislative judgment in the exercise of its inherent constitutional function. The judiciary

should not review the wisdom of such a legislative function.”); Beech Mtn. v. County of Watauga, 370

S.E.2d 453, 454-55 (N.C. Ct. App. 1988) (finding no equal protection violation for a county’s per capita

method of distributing sales and use tax revenue); Douglas Indep, Sch. Dist. v. Bell, 272 N, W.2d 825,
827 (S.D. 1978) (finding no equal protection violation in a revenue distribution plan that did not provide
for the distribution of revenue back to districts in an amount proportional to what was paid by those
districts).

In this case, Fernley alleges that it does not receive its fair share of C-Tax distributions. But as
coutts have held time and time again, there is simply no constitutional right under the Equal Protection
or Due Process Clauses to an equal receipt of tax revenues distributed by the state. In ordet to allege an
equal protection or due process claim, Fernley needed to plead in its Complaint that there is no rational

basis for the method of distribution chosen by the Legislature in the C-Tax system. Because Fernley’s

Complaint does not confain any allegations to that effect, its equal protection and due process claims
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must be dismissed as a matter of law for that reason alone. Furthermore, even if Fernley’s Complaint
had contained allegations to that effect, its equal protection and due process claims would still fail as a

matter of law because there is a rational basis for the method of distribution chosen by the Legislature in

the C-Tax system.

The Tegislature enacted the C-Tax system based on “the idea of distributing governmental

revenues to governments performing governmental functions.” Legislative History of SB254, supra, at

50. The state clearly has a legitimate interest in ensuring that more tax revenues are distributed to those
local governments which provide more public services, such as police and fire-protection services,
Thus, as a matter of economic and fiscal policy, the Legislature could have rationally concluded that
those local governments which provide more public services should receive more C-Tax distributions to
offset their increased expenditures, Because Fernley does not provide police and fire-protection
services, it is not similarly situated to other cities and towns which provide those services, so there is a
rational basis for treating Fernley differently under the C-Tax system, That rational basis is sufficient to
defeat Fernley’s equal protection and due process claims, See Flamingo Paradise, 125 Nev. at 520-22
(holding that businesses with nonrestricted gaming licenses were not similarly situated to businesses
with restricted gaming licenses and because these businesses have different impacts on the economy,
there was a rational basis for treating them differently).

Furthermore, even if the C-Tax system does not operate “with mathematical nicety or...in
practice it results in some inequality,” it still does not violate the Fourteenth Amendment because “[t]he
problems of government are practical ones and may justify, if they do not require, rough

accommodations—illogical, it may be, and unscientific.” U.S. R.R. Ret. Bd. v. Fritz, 449 U.S. 166, 175

(1980) (quoting Dandridge v. Williams, 397 U.S. 471, 485 (1970)). Consequently, “[iln the area of

economics and social welfare, a State does not violate the Equal Protection Clause merely becanse the

classifications made by its laws are imperfect. If the classification has some ‘reasonable basis,” it does
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not offend the Constitution,” Id.

All distributions under the C-Tax system are subject to the same statutory formulas that take into
account changes in a local government’s population and the assessed valuation of taxable property. In
adopting the statutory formulas, the Legislature could have reasonably concluded that changes in
population and the assessed valuation of taxable property have a direct impact on how much tax
revenues a local government needs as part of its operating budget. Even if the statutory formulas chosen
by the Legislature are imperfect and do not operate with mathematical nicety or result in some
inequality, the Legislature nevertheless had a reasonable basis for choosing the statutory formulas,
Therefore, the method of distribution chosen by the Legislature in the C-Tax system does not violate the
Fourteenth Amendment, and Fernley’s equal protection and due process claims must be dismissed as a
matter of law.

Finally, Fernley’s allegation that the C-Tax system “provides no process by which Fernley can
obtain a meaningful and effective adjustment of such tax distributions” also fails to state a claim for a
Fourteenth Amendment violation. (Compl. § 52.) By enacting the C-Tax system, the Legislature used
the legislative process to adjust the distribution of tax revenues to local governmental entities. When the

Legislature uses the legislative process to adjust legal rights through the passage of legislation, the

legislative process “provides all the process that is due:” Logan v. Zimmerman Brush Co., 455 U.S.

422, 433 (1982); Bi-Metallic Inv. Co. v. State Bd. of Equal., 239 U.S. 441, 445-46 (1915). Because the

inherent checks and balances of the legislative process provide their own procedural safeguards, “the
legislative process is sufficient to comport with minimal federal due process requirements.” Rea v.
Matteucci, 121 F.3d 483, 485 (9th Cir. 1997).

Thus, even assuming that Fernley is entitled to the protections of the Due Process Clause, the

legislative process provides all the process that is due. And even though Fetnley has been unsuccessful

in its efforts in the legislative process to change the C-Tax system, the Due Process Clause does not
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entitle Fernley to a favorable result. At most, it entitles Fernley to an opportunity to ask for statutory
changes through the legislative process, and Fernley has not been denied that opportunity, Therefore,
Fernley’s due process claims must be dismissed as a matter of law.

Part 7—Fernley’s separation-of-powers claims must be dismissed.

In its second claim for relief, Fernley alleges that the C-Tax system violates the Separation-of-
Powers Clause of Atticle 3, §1 of the Nevada Constitution because the system is set up so that the
Legislature’s authority over the system is abdicated to and exercised by the executive branch of state
government which administers the system. (Compl. ]9 28-36.) Because Fernley is a political
subdivision of the State of Nevada, it has no standing to bring separation-of-powers claims against the
state. Furthermore, even if Fernley had standing to bring separation-of-powers claims, those claims
would have no merit.

A. Fernley has no standing to bring separation-of-powers claims against the state.

It is well established that political subdivisions lack legal capacity and standing to bring claims
against the state alleging violations of state constitutional provisions, unless the provisions exist for the
protection of political subdivisions of the state, such as municipal home-rule provisions. City of New
York v, State, 655 N.E.2d 649, 651-52 (N.Y. 1995). For example, Nevada’s political subdivisions lack
standing to bring claims against the state for violations of the due process clause of Article 1, §8 of the
Nevada Constitution because that provision does not exist for the protection of political subdivisions of

the state. Reno v. County of Washoe, 94 Nev. 327, 330 (1978). However, Nevada’s political

subdivisions have standing to bring claims against the state for violations of Article 4, §§20-21 of the
Nevada Constitution because those provisions “exist for the protection of political subdivisions of the

State. Their effect is to limit the Legislature, in certain instances, to the enactment of general, rather

than special or local, laws.” Id, at 332,

The Separation-of-Powers Clause of the Nevada Constitution does not exist for the protection of
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political subdivisions of the state. It exists for the protection of state government by prohibiting one
branch of state government from impinging on the functions of another branch of state government.

Ney. Const, art. 3, §1(1); Comm’n on Ethics v, Hardy, 125 Nev. 285, 291-94 (2009); Heller v.

Legislature, 120 Nev. 456, 466-72 (2004); Sawyer v. Dooley, 21 Nev, 390, 396 (1893) (“As will be
noticed, it is the state government as created by the constitution which is divided into departments.”)
(emphasis added)., In interpreting the Separation-of-Powers Clause of the California Constitution of
1849, which was the model for Nevada’s Separation-of-Powers Clause, the California Supreme Coutt
has stated that “the Third Atticle of the Constitution means that the powers of the State Government, not

the local governments thereafter to be created by the Legislature, shall be divided into three

departments.” People v. Provines, 34 Cal. 520, 534 (1868). Thus, “it is settled that the separation of

powers provision of the constitution, ait, 3, § 1, does not apply to local governments as distingnished

from departments of the state government.” Mariposa County v. Merced Iirig, Dist., 196 P.2d 920, 926
(Cal. 1948).

Because the Separation-of-Powers Clause of the Nevada Constitution does not exist for the
protection of political subdivisions of the state, Fernley lacks standing to bring claims against the state
alleging violations of that constitutional provision, Therefore, Fernley’s separation-of-powers claims

must be dismissed as a matter of law.

B. Even if Fernley had standing to bring separation-of-powers claims against the state,
those claims would have no merit.

Fernley alleges that “[tJhe C-Tax system, which is administered by the executive branch of the

state government, is set up so that the legislative authority over the C-Tax system is abdicated to and

exercised by the executive branch of state government.” (Compl. {32.) Fernley’s allegations fail to

state a claim for relief as a matter of law because the Legislature has lawfully delegated administrative

and ministerial duties to the Department of Taxation and State Treasurer under the C-Tax system which
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they must perform in accordance with clearly defined statutory standards,

The Nevada Supreme Court has recognized that there is 10 impermissible delegation of legislative

authority to an executive branch agency when the agency must work within sufficiently defined

statutory standards in exercising its powet to give effect to a statute, State v. Shaughnessy, 47 Nev, 129,

135 (1923). As explained by the court:

[Tlhe completeness of a statute when it leaves the hands of the legislature is one of the
strongest proofs that it is not a delegation of legislative power. In the present act the
legislature has plainly declared the policy of the law, and clearly indicated the legal
principles which are to control the commissioners in the exercise of the power conferred.
All that is left for them to do is to carry out the purposes of the act in the manner prescribed

in its several sections,

In Sheriff v, Lugman, the court considered whether an amendment to the Uniform Controlled

Substances Act violated the Separation-of-Powers Clause of the Nevada Constitution, 101 Nev, 149,
151 (1985). Under the Act, the State Board of Pharmacy was given the authority to classify and
schedule which drugs constituted controlled substances for purposes of the criminal provisions of the
Act. Because the imposition of ctiminal penalties depended on the classification and schedule given a
particular drug by the Board, the ctiminal defendants argued that the Legislature’s grant of exclusive
authority to the Board to classify all controlled substances was an unconstitutional delegation of
legislative authority to define the elements of a crime, a power held exclusively by the Legislature. Id.
at 152-54. 1In deciding the case, the Nevada Supreme Court explained the standards for lawful

delegations of power by the Legislature:

Although the legislature may not delegate its power to legislate, it may delegate the power fo
determine the facts or state of things upon which the law makes its own operations depend.
Thus, the legislature can make the application or operation of a statute complete within itself
dependent upon the existence of certain facts or conditions, the ascertainment of which is
left to the administrative agency. In doing so the legislature vests the agency with mere fact
finding authority and not the authority to legislate. The agency is_onlv_authorized to

determine the facts which will make the statute effective. Such authority will be upheld as
constitutional so long as suitable standards are established by the legislature for the agency’s
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use of its power. These standards must be sufficient to guide the agency with respect to the

purpose of the law and the power authorized. Sufficient legislative standards are required in

order to assure that the agency will neither act capriciously nor arbitrarily.

Id. at 153-54 (1985) (citations omitted).

Applying these parameters, the court determined that the Board’s role was merely that of a
factfinder which had to comply with: (1) the Act’s guidelines listing the factors to be considered by the
Board when scheduling drugs; and (2) the Act’s requirements by which a drug can be classified into the
appropriate schedule. Id. at 154, Therefore, even though the classification standards set forth in the Act
were “phrased in general terms,” the court concluded those standards were sufficient to prevent the
Board from acting arbitrarily, and there was no unconstitutional delegation of legislative authority. Id.;
see also, Nev, Indus. Comm’n v. Réese, 93 Nev, 115, 120 (1977) (no separation-of-powers violation

where the statute authorized appeals officers to conduct administrative hearings and render final

administrative decisions in workers’ compensation cases because “a typical administrative agency

exercises many types of power, including executive, legislative, and judicial”); State v. Bowman, 89
Nev. 330, 334 (1973) (no unlawful delegation of legislative authority where adequate statutory
guidelines existed),

The Nevada Supreme Court has reached the same result in the context of tax legislation, In Las
Vegas v. Mack, storeowners alleged that a new tax law enacted by the Legislature enabling counties to
adopt an ordinance imposing a county sales tax was an unconstitutional delegation of the Legislature’s
own power to impose a tax. 87 Nev, 105, 107-09 (1971). The court rejected this contention as
“unsound” because the tax statute left nothing to discretion; any county ordinance enacted pursuant to
the tax law had to be written in substantial compliance with the statutory requirements. Id, at 109.

in this case, there are no grounds to support the assertion that the Department of Taxation and

State Treasuter ate clothed with anything other than ministerial or administrative powers in carrying out

their duties under the C-Tax system. All distributions under the C-Tax system are done in accordance
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with specific statutory formulas. NRS 360.680-360.690. The distribution amounts vary depending on
local conditions, including population and the assessed valuation of taxable property. NRS 360.690.
Determinations of the amount to be allocated to local governments under the statutory formulas leave no
discretionary authority to the Department of Taxation, Instead, the Department of Taxation can only
apply its findings of fact, based on fiscal data, to the mathematical equations,

Similarly, in the event a newly created local government applies for distribution, the Department
of Taxation must review the request and consider several factors set forth in statute before submitting its
findings to the Committee on Local Government Finance, which in turn submits its recommendation to
the Nevada Tax Commission if it determines that distribution is appropriate. NRS 360.740(2)-(4). The
Nevada Tax Commission, if it receives a recommendation from the Committee on Local Government
Finance, is required to hold a public hearing concerning the application for C-Tax distribution before it
decides whether to direct the Department of Taxation to distribute money to the newly created local
government pursuant to the provisions of NRS 360.680 and 360.690. NRS 360.740(5)-(6). Thus, not
only is the Department of Taxation constrained by legislative guidelines and requirements, application
by a newly created local government for C-Tax distribution triggers a multi-agency review process and a
public hearing, all of which serve to prevent any possibility of arbitrary action by the Department of
Taxation.

In short, the Department of Taxation is only authorized to utilize its agency expertise in
implementing the C-Tax system, and it operates within clearly defined parameters established by the
Legislature, Because the Department of Taxation functions as nothing more than a factfinder under the
C-Tax system and must perform its duties in accordance with clearly defined statutory standards, there
has been no unconstitutional delegation of legislative authority. Furthermore, the State Treasurer

performs only ministerial duties under the C-Tax system by remitting monthly amounts to each local

government, special district and enterprise district in accordance with the allocations determined by the
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Department of Taxation under the applicable formulas, NRS 360.690. Because the State Treasurer is
given no discretion in performing these duties, there has been no unconstitutional delegation of
legislative anthority,

Other courts have declined to find any separation-of-powers violations under similar

circumstances, In Board of Comm’rs v. Cooper, taxpayers alleged that the state’s statutory procedures

allowing local taxing authorities to distribute certain tax proceeds within their jurisdictional boundaries
was an impermissible delegation of legislative anthority. 264 S.E.2d 193, 198 (Ga. 1980). The Georgia
Supreme Court rejected this assertion, reasoning that the ability of a taxing authority to simply distribute

proceeds was not objectionable. Id. The court also noted that no impermissible delegation of legislative

authority occurred by virtue of the tax legislation creating certain special districts, authorizing the

imposition of a local option sales tax by those districts, fixing the rate of the tax, determining which

transactions the tax would be levied against and specifying the purposes for which the proceeds be

spent. Id.

In Amos v. Andrew, the Florida Supreme Court also rejected a claim of separation of powers

violation concerning legislation that created a depository for certain funds of counties and special road
and bridge districts and requited the Board of Administration, comprised of the governor, the
comptroller and the state treasurer, to administer and disburse those funds under certain conditions
prescribed by statute. 99 Fla. 65, 78-79, 126 So. 308 (Fla. 1930). Pursvant to the legislation, the board
was required, among other things, to make an annual estimate of all monies available to each county and
special road and bridge district for the next fiscal year, to anticipate and appropriate certain funds and to
approve the issuance of refunding bonds by county commissioners. Id. Such duties, the court held,

wete not legislative but instead only administrative in nature. Id.

In this case, because the Legislature has lawfully delegated administrative and ministerial duties to

the Department of Taxation and State Treasurer under the C-Tax system which theyvfnust perform in
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accordance with cleatly defined statutory standards, there has been no unconstitutional delegation of
legislative authority, and Fernley’s separation-of-powers claims must be dismissed as a matter of law,

Part 8—Fernley’s Article 4, §820-21 claims must be dismissed.

In its third claim for relief, Fernley alleges that the C-Tax system violates Article 4, §20 of the
Nevada Constitution because the system operates as an impermissible local or special law with respect
to Fernley because it treats Fernley significantly differently for tax collection and distribution purposes
from other local governmental entities, (Compl. Ij 37-43.) In its fourth claim for relief, Fernley alleges
that the C-Tax system violates Atticle 4, §21 of the Nevada Constitution because the system operates in
a non-general and non-uniform fashion by treating Fernley significantly differently from other local
governmental entities. (Compl. Tf 44-49.)

Fernley’s claims must be dismissed as a matter of law because the C-Tax statutes are not local or
special laws, They are general laws of uniform operation throughout the state, and they.do not violate
Article 4, §§20-21. Furthermore, even if the C-Tax statutes were local or special laws, they still would
not violate Article 4, §§20-21 B

A. The C-Tax statutes are general laws, not local or special laws.

When a statute is challenged as an invalid special or local law, the threshold issue is whether the

statute is, in fact, a special or local law. Youngs v. Hall, 9 Nev, 212, 217-22 (1874). If the statute isa

general law, Article 4, §§20-21 ate not implicated, and the statute must be upheld. Id. A statute that
applies “upon all persons similarly sitnated is a general law.” Id. at 222, In other words, “[a] law is
general when it applies equally to all persons embraced in a class founded upon some natural, intrinsic,

or constitutional distinction.” Clean Water Coalition v. M Resort, 127 Nev. ___. 255 P.3d 247, 254

® In addition to placing limitations on special and local laws, Article 4, §21 also requires equal
protection of the laws and is equivalent to the federal Equal Protection Clause, Flamingo Paradise,

125 Nev. at 520; Laakonen v. Dist, Ct., 91 Nev. 506, 508-09 (1975). Totheextermt timt Fermcy s

allegations raise state equal protection claims under Article 4, §21, Fernley’s state claims must be
dismissed for the same reasons already discussed regarding its federal equal protection claims.
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(2011) (quoting Colman v, Utah State Land Bd., 795 P.2d 622, 636 (Utah 1990)). The determination of

whether a law is general “is based on how it is applied, not on how it actually operates.” Id. at 255,

The C-Tax statutes apply statewide to all similarly situated local governments. All distributions
under the C-Tax system are subject to the same statutory formulas that take into account changes in a
local government’s population and the assessed valuation of taxable property. The C-Tax statutes do not
single out Fernley by name or subject it to specialized burdens that would not be imposed on other

similarly situated cities or towns. Cf. Clean Water Coalition, 255 P.3d at 253-62 (holding that a statute

which singled out a political subdivision by name and subjected it to specialized burdens not imposed on
other political subdivisions was not a general law).

Under the C-Tax statutes, if Fernley provided the requisite public services, it would be placed in
the same class as other similarly situated cities and towns which provide those public services.
NRS 360,740: NRS 354.598747. But because Fernley does not provide the requisite public services, it
is not similaily situated to those other cities and towns, so there is a rational basis for placing Fernley in
a different class from those other cities and towns. Thus, because the C-Tax statutes apply uniformly to
all similarly situated local govetnments embraced in classes founded upon natural, intrinsic and rational
distinctions, the C-Tax statutes are general laws of uniform operation throughout the state, and they do
not violate Article 4, §§20-21. Therefore, Fernley’s Atrticle 4, §§20-21 claims must be dismissed as a

matter of law.

B. Even if the C-Tax statutes were local or special laws, they still would not violate
Article 4, §§20-21,

Although the Nevada Constitution expresses a preference for general laws, local and special laws

are not pet se unconstitutional. Clean Water Coalition, 255 P.3d at 255. A local or special law must be

upheld when: (1) it does not come within any of prohibited categories in Article 4, §20; and (2) it

conforms with Article 4, §21 because a general law could not have been made applicable under the
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circumstances. Id.

Fernley alleges that the C-Tax statutes are local or special laws “[flor the assessment and
collection of taxes” which violate Article 4, §20. However, the prohibition in Article 4, §20 regarding
“the assessment and collection of taxes” applies only to laws which regulate the method or manner in
which local assessors and collectors of taxes perform their assessment and collection duties. Reno, 94

Nev, at 334-35; Cauble v. Beemet, 64 Nev. 77, 87-88 (1947); Washoe County Water Dist. v, Beemer,

56 Nev. 104, 117 (1935). As further explained by the Court, “[w]e ate clearly of opinion that the
constitutional provision simply prohibits special legislation regulating those acts which the assessors and
collectors of taxes generally perform, and which are denominated ‘assessment’ and ‘collection of

taxes.”” Gibson v, Mason, 5 Nev, 283, 305 (1869). A law cannot violate Article 4, §20 when it

“contains no provision whatever respecting the assessment or collection of the tax complained of, in the
sense in which those words are employed in the Constitution,” Id.

The C-Tax statutes contain no provisions dealing with the assessment or collection of the six
statewide taxes that are deposited in the Account. The C-Tax statutes deal only with distribution of the
proceeds of the taxes after they are assgssed and collected. Thus, even if the C-Tax statutes were local
or special laws, they would not be local or special laws “[flor the assessment and collection of taxes”
which violate Article 4, §20. Furthermore, none of Fernley’s allegations concern the assessment or
collection of the six statewide taxes that are deposited in the Account, Instead, all of Fernley’s
allegations concern the distribution of the proceeds of the taxes after they are assessed and collected.
Therefore, Fernley’s claim that the C-Tax statutes are local or special laws “[f]or the assessment and
collection of taxes” which violate Article 4, §20 must be dismissed as a matter of law.

Finally, under Article 4, §21, the Legislature}has the power to enact special and local laws “unless

it manifestly appeart[s] that a general law could have been made applicable.” Hess v. Pegg, 7 Nev. 23,

28 (1871). The Supreme Court has rejected the notion that a special or local law is invalid simply
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because it is possible to conceive of general laws that could have addressed some of the purposes of the

legislation. State ex rel. Clarke v, Trwin, 5 Nev, 111, 122-25 (1869); Hess, 7 Nev. at 28, The Supreme
Court focuses on whether such general laws would sufficiently “answer the just purposes of [the]
legislation; that is, best subserve the interests of the people of the State, or such class or portion as the
particular legislation is intended to affect.” Clarke, 5 Nev. at 122, In applying the test, the Supreme
Court has stated that the Legislature’s decision to enact a special or local law must stand where a general
law “fails to accomplish the proper and legitimate objects of [the] legislation.” Hess, 7 Nev. at 30;
Evans v. Job, 8 Nev. 322, 340-41 (1873).

Furthermore, because the determination of whether a general law could have been made applicable
involves the exercise of legislative policy-making and judgment, the Supreme Court gives great
deference to such legislative judgment because “[plrimarily, the legislature must decide whether or not,
in a given case, a general law can be made applicable.” Hess, 7 Nev. at 28, Although the decision of
the Legislature may be reviewed by the courts, any such review must begin with the presumption that
the decision of the Legislature is correct. Id. Thus, “in the absence of a showing to the contrary, the

court seldom goes contra to the very strong presumption that the legislature has good reason for

determining that a general law is not or would not be applicable in some particular cases.,” Washoe

County Water Dist., 56 Nev. at 121,

The Supreme Court has identified and explained the types of situations under which the

Legislature’s decision to enact a special or local law will be upheld:

The legislature, and not the coutts, is the supreme arbiter of public policy and of the wisdom
and necessity of legislative action, This court has repeatedly upheld the constitutionality of
special or local acts of the legislature, passed, in some instances, because the general
legislation existing was insufficient to meet the peculiar needs of a particular situation, and,
in other instances, for the reason that facts and circumstances existed, in relation to a
particular situation, amounting to an emergency which required more speedy action and
relief than could be had by proceeding under the existing general law.

Cauble, 64 Nev, at 96,
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Thus, the Legislature may enact special or local laws under circumstances where the Legislature
reasonabh‘z believes that; (1) general laws would be insufficient to meet the peculiar needs of the
particular sitvation; or (2) the exigencies of the particular situation amount to an emergency which
requires moré speedy action and relief than could be had by proceeding under general laws. These two
situations are separate and distinct, Tf the Legislature enacts a special or local law under either type of
sitvation, the special or local law must be upheld. In applying these principles to specific cases, the
Supreme Court has upheld a special and local law which transferred property from a city to another
political subdivision because such a transfer was necessary to answer the just purposes of the legislation

and best serve the interests of the people. Reno, 94 Nev, at 327,

The Legislature enacted the C-Tax system based on “the idea of distributing governmental

revenues to governments performing governmental functions.” Legislative History of SB254, supra, at

50. The Legislature wanted to ensure that more tax revenues are distributed to those local governments
which provide more public services, such as police and fire-protection services, Unlike many other
cities and towns, Fernley does not provide police and fire-protection services. Thus, Fernley stands in
stark contrast to other cities and towns under the C-Tax system, and its distinct and different
circumstances present peculiar needs iﬁ a particular situation. Given the unique nature of Fernley’s
circumstances, it would be reasonable for the Legislature to believe that general laws would bé
insufficient to meet the peculiar needs of this particular situation and that special or local laws were
necessary to answer the just purposes of the legislation and best serve the interests of the people of the
state, Therefore, even if the C-Tax statutes were special or local laws, they still would be constitutional
under Article 4, §21 because no general law could have been made applicable given the unique nature of

Fernley’s circumstances. Accordingly, Fernley’s claims under Article 4, §21 must be dismissed as a

matter of law.
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CONCLUSION

Based upon the foregoing, the Legislature respectfully asks the Court to enter an order dismissing,

with prejudice under NRCP 12(b)(5), all causes of action and claims alleged in the Complaint filed by

the Plaintiff on June 6, 2012,

The undersigned hereby affirm that this document does not contain “personal information about

any person” as defined in NRS 239B.030 and 603A.040.

DATED: This__16th_ day of August, 2012,

Respectfully submitted,

BRENDA J. ERDOES
Legislative Counsel

KEVIN C. POWERS

Chief Litigation Counsel

Nevada Bar No. 6781

kpowers @Icb.state.nv.us

J. DANIEL YU

Principal Deputy Legislative Counsel
Nevada Bar No. 10806
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Treasurer
7 Answer to Plaintiff's Complaint Nevada Legislature 01/29/13 | 1378-1383
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21 Memorandum of Costs and Disbursements State of Nevada/Dept 09/19/14 | 3788-3793
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21 Motion for Costs State of Nevada/Dept 09/19/14 | 3776-3788
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12 |Motion for Partial Reconsideration and City of Fernley 06/18/14 | 2005-2045
Rehearing of the Court's June 6, 2014 Order
7 Motion for Summary Judgment City of Fernley 06/13/14 [ 1458-1512
8 Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 | 1513-1732
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10 |Motion for Summary Judgment (Cont.) City of Fernley 06/13/14 | 1917-1948
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1 Motion to Dismiss State of Nevada/Dept Tax/| 08/03/12 41-58
Treasurer
1 Motion to Intervene Nevada Legislature 08/03/12 18-40
21 Motion to Retax Costs and Opposition to Motion City of Fernley 09/24/14 | 3794-3845
for Costs
7 Nevada Department of Taxation and Nevada State of Nevada/Dept Tax/| 05/05/14 | 1414-1420
Treasurer's Renewal of Motion to Dismiss Treasurer
7 Nevada Department of Taxation and Nevada State of Nevada/Dept Tax/| 05/23/14 | 1433-1437
Treasurer's Reply to Response to Renewal of Treasurer
Motion to Dismiss
12 |Nevada Department of Taxation's Opposition to State of Nevada/Dept 07/11/14 | 2053-2224
Plaintiff's Motion for Summary Judgment Taxation
13  |Nevada Department of Taxation's Opposition to State of Nevada/Dept 07/11/14 | 2225-2353
Plaintiff's Motion for Summary Judgment (Cont.) Taxation
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23  [Notice of Appeal City of Fernley 11/07/14 | 4205-4207
22  |Notice of Entry of Order Nevada Legislature 10/08/14 | 4001-4057
23  [Notice of Entry of Order State of Nevada/Dept 10/17/14 | 4195-4204
7 Notice of Entry of Order Denying City of Fernley's| State of Nevada/Dept Tax/| 12/19/12 | 1364-1370
Motion for Reconsideration of Order Dated Treasurer
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7 Notice of Entry of Order Granting A Continuance City of Fernley 10/19/12 | 1344-1350
to Complete Discovery
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Motion to Dismiss (Cont.)
17  |Opposition to Nevada Legislature's Joinder in City of Fernley 07/11/14 | 2900-2941
Nevada Department of Taxation and Nevada
Treasurer's Renewal of Motion to Dismiss
20 |Opposition to Plaintiff's Motion for Partial Nevada Legislature 07/11/14 | 3586-3582
Reconsideration and Rehearing of the Court's
June 6, 2014 Order




Index to Joint Appendix
City of Fernley v. State of Nevada et al., Case No. 66851

Volume Document Filed By Date Bates
Number Stamp
Number

12 |Opposition to Plaintiff's Motion for Partial State of Nevada/Dept Tax/| 07/11/14 | 2049-2052
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17  |Opposition to Plaintiff's Motion for Summary Nevada Legislature 07/11/14 | 2942-3071
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Reconsideration of Order Dated November 13,
2012

7 Order Granting A Continuance to Complete First Judicial District Court | 10/15/12 | 1341-1343
Discovery

7 Order Granting in Part and Denying in Part Nevada Supreme Court 01/25/13 | 1373-1377
Petition for Writ of Mandamus

23 |Order Granting Nevada Department of First Judicial District Court | 10/15/14 | 4190-4194
Taxation's Motion for Costs

3 Order Granting Nevada Legislature's Motion to First Judicial District Court | 08/30/12 648-650
Intervene

7 Order on Defendant's Motion for Extensions of First Judicial District Court | 11/13/12 | 1351-1353
Time to File Answer

7 Order Pursuant to Writ of Mandamus First Judicial District Court | 02/22/13 | 1390-1392

21 Order Vacating Trial First Judicial District Court | 09/03/14 | 3773-3775

23  |Plaintiff's Motion to Strike, or Alternatively, City of Fernley 10/14/14 | 4178-4189
Motion to Retax Costs

21 Plaintiff's Objections to Nevada Legislature's City of Fernley 10/02/14 | 3846-3862
Proposed Order and Request to Submit
Proposed Order and Judgment

7 Pretrial Order First Judicial District Court | 10/10/13 | 1393-1399

7 Reply Concerning Joinder in Nevada Department Nevada Legislature 05/27/14 | 1438-1450
of Taxation and Nevada Treasurer's Renewal of
Motion to Dismiss
Reply in Support of Joinder in Motion to Dismiss Nevada Legislature 10/08/12 | 1317-1340

3 Reply in Support of Motion to Intervene Nevada Legislature 08/24/12 626-635

21 Reply in Support of Plaintiff's Motion for Partial City of Fernley 07/25/14 | 3709-3746

Reconsideration and Rehearing of the Court’s
June 6, 2014 Order as to Defendant Nevada
Legislature
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20 |Reply in Support of Plaintiff's Motion for City of Fernley 07/25/14 | 3674-3708
Summary Judgment Against Defendants Nevada
Department of Taxation and Nevada Treasurer
20 |Reply in Support of Plaintiff's Motion for Partial City of Fernley 07/25/14 | 3641-3673
Reconsideration and Rehearing of the Court's
June 6, 2014 Order as to Defendant's Nevada
Department of Taxation and Nevada Treasurer;
Plaintiff's Opposition to Countermotion for Order
Dismissing Nevada Department of Taxation
20 |Reply in Support of Plaintiff's Motion for City of Fernley 07/25/14 | 3606-3640
Summary Judgment Against Defendant Nevada
Legislature
21 Reply to Opposition to Countermotion for Order State of Nevada/Dept 08/01/14 | 3769-3772
Dismissing Nevada Department of Taxation Taxation
3 Reply to Opposition to Motion to Dismiss State of Nevada/Dept Tax/ | 08/27/12 636-647
Treasurer
20 |Reply to Plaintiff's Opposition to Nevada State of Nevada/Dept 07/25/14 | 3583-3605
Department of Taxation and Nevada Treasurer's Taxation
Renewal of Motion to Dismiss
7 Response to Nevada Department of Taxation City of Fernley 05/16/14 | 1424-1432
7 Second Stipulation and Order Regarding Change Parties/First Judicial 03/17/14 | 1406-1409
of Briefing Schedule District Court
7 Stipulation and Order for an Extension of Time to Parties/First Judicial 04/11/14 | 1410-1413
File Responses to Discovery Requests; Extend District Court
Certain Discovery Deadlines and Extend Time to
File Dispositive Motions
7 Stipulation and Order Regarding Change of Parties/First Judicial 02/19/14 | 1403-1405
Briefing Schedule and Plaintiff's Response to District Court
Defendant's Motion to Strike Plaintiff's Jury
Demand
12 [Stipulation and Order Regarding Change of Parties/First Judicial 06/25/14 | 2046-2048
Briefing Schedule and Setting Hearing for Oral District Court
Argument
7 Stipulation and Order Regarding Defendant's Parties/First Judicial 10/23/13 | 1400-1402
Motion to Strike Plaintiff's Jury Demand District Court
3 Stipulation and Order Regarding Joinder to Parties/First Judicial 09/18/12 658-661
Motion to Dismiss District Court
23 |Transcript of Hearing Court Reporter 01/07/15 | 4213-4267
7 Writ of Mandamus Nevada Supreme Court 01/25/13 | 1371-1372
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Attorneys for the City of Fernley, Nevadi

IN THE FIRST JUDICIAL DISTRICT GOURT
OF THL. STATE OF NEVADA IN AND FOR CARSON CITY

CITY OF FERNLEY, NEVADA, a
Nevada miunicipal corporation,

Plaintiff,
V.
STATE OF NEVADA éx rel. THE NEVADA:
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
officidl capacity as TREASURER OF THE
STATE OFNEVADA; atid DOES 1-20,
inclusive, ]

Defendants.

COMPLAINT
For its Complaint -against Defendants the State of Nevada ex rel. the Nevada Departinent of
Taxation {the “Depattment”) and the Honorable Kate Marshall, in her official capacity as
Treasurgr of the State of Nevada ("Treasurer”) (collectively “Defendants”), Plaintiff the City of

|| Fernley, Nevada (“Fernley”) alleges as follows:

CaseNoi: /o). 0C. 00 NJJX )3

Dept: No.: g
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PARTIES

1. Ferriley is a Nevada ‘municipal cotporation, located in Lyon County, Nevada.
Fernley is not a debtor in bankruptcy.,

2. The Department. is an exécutive branch agericy of the State of Nevada. The
Department's responsibilities include general supérvision and control over thé entire fevenue
system of the State of Nevada.

3. The Treasurer is a constitutional dfficei in the exetutive branch of the State of
Nevada, The Treasurer's responsibilities include, inter alia, the disbursement of public mionies;

BACKGROUND
4, Tn 1997, the State of Nevada, through its Legislature, established a system, unique

to Nevada, kinown as the Conselidated Tax (the “C-Tax”) system. At the time the C-Téx system
was established fifteen yeats age, Fernley was an unincorporated town, with a population of
approximately 8,000 people.

> The C-Tax ‘system was intended to provide revenue stability and an equitable
distribution of certain tax revenues among Nevada’s counties and local gevernments, and the
Defendants dre responsible for administering the C-Tax sysfem to achieve those ends.

6.  C-Taxreventies are camptised of the followitig six (6) taxes collected in Nevada: (1)
the Cigarette Tax; (if) the Liquor Tax; (ifi) the Governnient Services Tax (the “GST”); (iv) the
Real Propetty Transfer Tax (the “RPTT”); (v) the Basic City County Relief Tax (the “BCCRT);
and (vi) the Supplemental City County Relisf Tax (the “SCCRT™). ‘The BCCRT and SCCRT are.
petcentages of the overall Sales and Use Tax rate, 0.50% and 1.75%, respectively, of the 6,85%
statewide Sales and Use Tax.

7. Therevenues collected from the six (6) taxés déscribed in Paragiaph 7 abave dre
consdlidated by the Department and then distributed by the Tigasurer, at the dirgction of the
Depatiment, oh a monthly basis as follows: (i) the Cigarette Tax is distiibuted to Nevada’s

counties based on quu_latign;, (i) the Liguor Tax s distributed to Nevada’s eounties based o

population; (iii) the GST is distributed to the county -in which it was collected; (i) tha RPTT ic
distributed to. the county in which it was collected; (v) the BCGRT is distributed, when collected

) Case No. 6684
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‘poptilation of approximately 52,000 people, soms 36% of whom live in Fernley,

‘what it received as an unincorporated town ifi the late 1990s.

from in-state companies, to the county in which the in-state company is located and, when
collected from out-of-state companies, to Nevada’s counties based on pepulation; and (vi) the
SCCRT is distributed to Nevada’s counties based on a statutory formula found at Nevada Revised
Statutes (“NRS”) 377.057. Pursuant to NRS 377.057, nine (9) of Nevada’s seventeen (17)
counties, including Lyon County; receive a guaranteed monthly allocation of SCCRT revénugs,
regardless of'their SCCRT receipts.

8. C-Tax revenues are distributed monthly in tiers. Tier 1 Distributions go to
Nevada’s seventeen (17) counties, in varying amounts based on the factors described in Paragraph
8 above. Tier 2 Distributions are distributions of the Tier 1 amounts and are made to the various
local governments and-special districts within that county. Tier 2 Distributions are made according
to statutory “Base” and “Excess” allocation formulas, found at NRS 360.680 and 360.690,
tespectively. There are no restrictions on what C-Tax revenues can be used for by a county or
local govetnment, and in faot C-Taxes are commonly used for general opetating expenses.

9. Fernley incotporated in 2001.  Fernley is the only municipality to incorpotate in
Nevada since the C<Tax systein was implemented in 1997. No ineanirigful adjustments were made
to Fernley’s C-Tax distribution after its incorporation in 2001 and, even today, despite significant
giowth in population and asséssed propeéity valuation, Férnley réceives a C-Tax. distiibution
similar to its distiibiitions as an unincorporated town in 1997. For example, in 1997, Fetrley, then
an tincotporated towr, réceived approximately $86,000 in C-Tax distributions. Tn 2001, the yeai
Fetnley incorpérated, it recéived $110,685 in C-Tax distiibutions. In 2011, Fernley 1réceived
$143,143 in C<Tax distributions.

10.  Today; Fernley, home to a inajor Amazon.com distribution center since 1999, is the
seventh most populous ¢ity in Nevada, with 4 population of approximately 19,000 people. Lyon
County, within whi¢h Fernley is locdted, is Nevada’s fourth most populous county, with a

11, Despite expetiencing population growth of approximately 250% since the C-Tax

systerh was established, Fernley’s current ¢-Tax distributions are not significantly different from

Case No. 6684
JA 3
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12.
striking, C-Tax distributions for 2010-2011 to compatably sized Nevada towns of cities include:
Fallon ($1,409,664); Boulder City ($7,935,323); Elko ($11,015,989); West Wendover
($2,275,011); Winnemueca ($3,552,393); Mesquite ($7,046,690); and Ely ($1,142,528). The

Compatisons of C-Tax distributiofis to comparably sized jurisdictions ifi Nevada are

average C-Tax distribution to these jurisdictions iri 2010-2011 was $4,910,571. Again, Fernley's
C-Tax distribution for the saime year was just $143,143.

13, Of the $14.836 million Lyon County received in Tier 1 C-Tax Distributions in
2011, Fernley received a total of only $143,000.in Tier 2 Distributions, which is less than 1% of

Lyon County’s 2011 Tier 1 C-Tax Distributions, Put ariother way, in 2011, Fernley received

apptoximately $7 in C-Tax revenue per resident. By domparison, in Clatk County, Boulder Gty

and Mesquite, both of which are less populous than Fernley, received 2011 Tier 2 C-Tax.

Disttibuitions totaling $7.935 million and $7.047 million, respectively (between $450 and $550 per

resident). In Elko County, the City of Elko, the papulation of which is compaiable to Fernley’s,

received $11.016 million in 2011 Tiet 2 C-Tax Distribitions; roughly one hundied times mote

than Fernley.
14,

distributions. The Department has no ability to adjust Tier 1 Distributions, and can only make

The C-Tax: system is not designed to allow for any meanitgful adjusiment to

minor adjustments to Tier 2 Distributions if local governments agree to- a transfer of setvices.
Other adjustments are permanently barred to -a municipality if they are not requested within 12
months of incorporation. “'What this means is that a jurisdiction like Fernley, that begins with a low
base allocation, has no hope of ever obtaining a meaningful adjustment,
15, Fernley has been rebuffed in its effoits to obtain a latger share of the distributior to
Lyon County.
16.

In 2011, Feuiley promotéd & bill to inciease its base C-Tax allocation. That bill teceived che

PFernley has been rebuffed in its efforts to obtain relief from the Nevada Legislature,

committee hediing anid died, never ieceiving even so.mitch as a committee vote.

17.

distribution, leaving Fernley in the position of having 1o choice but to seck relisf frém this Court,

Fernley has exhausted all of its options to obtdin an-adjust:

’ Case No. 668
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18.  Fernley's inability to obtaii any adfustment to its C-Tax distribution severely limits
Fernley's ability to operate and plan for its fisture.

19.  As administered by the Defendants, Nevada’s C-Tax system denies Fernley squal
protection, in viclation of Section 1 of Amendment XIV of the United States Constitution.
Nevada’s C-Tax system furfher violates flie separation of powers, creates a special law, opetates in
a non-uniform and non-general fashion, and imposes non-uniform and unequal taxation. within the
State of Nevada, all in violation of the Nevada Constitution atid to Fetnley’s hatm,

EIRST CLAIM FOR RELIER

(Denial of Eqial Protection in Violation of Section 1 of the
Fourteenth Amendiment to the United States Constitution)

20.  Fetiley ropeats and realleges the allegations set forth-in Paragraphs 1 through 19 as
though fully set foith herein.

21,  The Fourteerith Amendment to the United Statés Constitution prohibits a. State fioin
denying equal profection of its laws to any person Within its jurisdiction.

22.  As administered by the Defendants, Nevada’s C-Tax system resulis in Fernley
receiving distributions that are substantially less than what is received by other, comparably
populated and similarly situated Nevada towns and cities,

23.  As administered by the Defendants, Nevada’s C-Tax system is non-uniform and -
unequal in its effect upon Fernley as compared to other similary situated Nevada towns and cities.

24, As administered by the Defendants, Nevada’s C-Tax system denies Feinley and its

citizens the equal proteetion of Nevada’s laws.

25, The denial of Feriley’s equal protection of the law by fhe Defendasits hag
proximately caused damaggs to Fernléy, in an amount to be determined at trial.

26, The C-Tax system is unconstitutiondl, both on its face and as applied 16 Fernley.

27.  Ternley has been reqiited to retain the services of Brownstein Hyatt Fatber

Sehreck, LLP to piosecuts its Constitutional claims and is therefore entitled to recover an award of

réasonablé attorneys’ fees and costs of suit.
7
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JA




Yo 3 U R WO e

e e Sy vy

type Drive, Suite 250!
evada 89521

_‘Reno, N
).—I.
wn

Telephone: 775-622-9450
e
=~

—
N

9210 Proto

BROWNSTEIN HYATT FARBER SCHRECK.

SR S SR CRRE CREN SR O N e

e
ﬂ'

SECOND CLATM FOR RELIEF.
(Violation of the S éparation of Powers Clause of the Nevada Constitution)

28.  Feinley repeats and realleges the allegations set forth in Patagraphs 1 through 27 4s
though fully set forth hetein,

29,  Atticle 3, Section 1 of the Nevada Constitution provides that the powets of the State
government 4r¢ divided into thres branches and that no person charged with the exer¢isé of powers
propetly belonging to otie of thoge branches may be exercised by either of the other branches.

30.  Legislative aufliority in Nevada is vested in the Nevada Legislatute, including the
power to ¢ontrol the raising and distribution of revenues.

31.  The Nevada Legislatuie is empowered to direct the distribution of C-Tax revenués
to connties and local governments,

32, The C<Tax system, which is administered by the executive branch of the state
governmert, is set 1ip so thét the legislative authoiity over the C-Tax system is abdicated to and.
exercised by the-éxécutive branch of state government,

33. As administered by Defendants, the C-Tax system violates the Separation of
Powers Clause of the Nevada Constitition.

34,  The violation of thé separation of powers clause h{i_’s’ proximately caused damaées to
Fetnley, in an amount to be determined &t trial.

35. 'The C-Tax system is unconstitutional, both on its face and as applied to Fernley.

36.  Fernley has been required to retain the setvices of Brownstein Hyatt Farber
Schieck, LLP fo prosecute its Constitutional claims and is therefore entitled to fetover an award of
réasonable atforneys’ fees and costs of suif.

THIRD CLAIM FOR RELIER
(Creation of a Special Law in Violation of Axticle 4, Section 20 of the Nevada Constitution)
37.  FRernley repéats and realleges the allegations set forth in Paragraphs 1 thirough 36 as

though fully set forth herein.
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38.  Atticle 4, Section 20 of the Nevada Constitution ‘provides that the Nevada
Legislature shall not pass local or special Jaws pertaining to the assessment and collection of taxes

for state, county and township purposes.

39.  Fernley -and its residents are net exporters of tax revenues intothe C-Tax system
and receive substantially less in C-Tax disttibutions than are submitted in C-Tax collections,

40.  As administered by Defendants, the C-Tax system operates as a local or specidl law
with respect to Fetnley, by treating Feriley significantly differently for tax collection and
distribution purpases than other local governments.

41, The violation of Axticle 4, Section 20 of the Nevada Constitution has proximately
caused damages to Fernley, in an-amount to be determined at trial.

42,  The C-Tax systein is unconstifuti‘onal,. both on its face and as applied to Fetnley.

43,  Fernley has been requited to retain the services of Brownstein Hyatt Farber
Schreck, LLP to prosecute its Constitutional claims and is therefore entifled to récover an award of
reasonable attorneys’ fees and costs of suit,

FOURTH CLAIM FOR RELIEF
(Violation of Article 4, Section 21 of the Nevada Constitution)

44.  Pernley repeats and realleges the dllegations set forth in Paragraphs 1 through 43 as
though fiilly set forth heréin.

45..  Article 4, Section 21 of the Nevada Constitution provides that in all cases where a
general law can be made applicable, that all laws shall be general and of uwniform opetation
throughout the State.

46.  As administered by Defendants, the C-Tax system opetates in a non-gereral and
non-unifoym fashion by treating Fernley significantly differently fiom, other local governments.

47.  The violation of Atticle 4, Section 21 of the Nevada Constitution has proximately
caused damages to Fernley, in an amoutit to be proven at trial,

48.  The C-Tax system is unconstitutional, both on its face and as applied to Fernlsy.

. Case No. 668
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49,  Periley has been required to retain the services of Brownstéin Hyatt Faiber
Sehreck, LLP to progecute its Constitutional claims and is theérefore entitled to rgcover an award of

reasohable attorneys’ fees and costs of suit.

FIFTH CLAIM FOR RELIEF

(Denia) of Due Process in Violation of Section 1 of
the 14" Amendment to the United States Constitution)

50,  Permley repeats and realleges the allegations set forth in Paragraphs 1 through 49 as
though fully set forth herein.

51.  The Fourteenth Amendment to the United States Conétitution prohibits a State from
denying due process of law to any person within its jurisdiction.

52.  As administered by the Defendants, Nevada’s C-Tax $ystem results in Fetley
réceiving tax révefiue distributioris that are substantially less than what is received by 6ther local
governments and provides no process by which Fernley can obtain a meaningful and effective
adjustment of such tax distributions .

53, As administeied by the Defendants, Nevada’s C-Tax system prevents Fernley and
its citizens from any meaningfiil adjustment to C-Tax distributions.

54,  Asadministeied by the Defendants, Nevada’s C-Tax system dentes Fernley and its
residents of due process of law.

55, The denial of dug piacess by the Defendatits has proximately caused damages to
Fetnley, in an amount to be determined at trial.

56.  The C-Tax system is unconstitutional, both on its face dnd as applied to Fernley.

57.  Fetnley has been required to retdin the sérvices of Brownstein Hyatt Farber
Schieck, LLP to prosecute its Constitutional claims and is therefore erititled {0 recover an awatd of

reasonable attorneys® feesand costs of suit.

(Declaratory Relief)

58.  Fernley repéats and realleges the allegations set forth inParageapha 1 thrniigh 57 4s
though fully set forth hersin,

8 Case No. 6685
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59.  As set forth above, through the operation. of Nevada’s C-Tax system, as
administered by the Defendants, Fernley has been deprived of its rights under the Uniited States
and Nevada Constitutions.

60.
would bg able to afford Fernley.

Fernley has inquired of Defendants in writing regarding what remedies Defendarits

61.  Defendants have indicated that they will not'and cannot provide adéquate remedies
to Ferrley.
62.  As such, an actual justiciable controveisy has arisen with respect to the following

issues:
a) Whether Nevada’s C-Tax system, as administered by the Defendants, gives
Fetnley the equal protection of Nevada's laws;
b)

violates the Separation of Powers Clause of the Nevada Constitytion;

Whethei Nevada's C-Tax system, as administered by the Defendants,

c) Whether Nevada's C-Tax system, as administered by the Defendants,
operates as a local or special law for the assessment and collection of taxes for state, county and
township purposes;

d)

violates the mandate of the Nevada Constitution that all laws be of general and uniform operation

Whether Nevada's C-Tax: system, as administeted by the Defendants,

throughout the State; and
£) Whether Nevada’s C-Tax systém, as administered by the Defendants, gives
Fernley due process.

63,  Fernley contends that the answet to all of the aﬁoﬁre qﬁéstioﬁs resulfs jin a
deteitination that the C-Tax System is unlawful on its face and on an as-applied basis to Femnley.
Thus, there presently exists a ripe case and controversy for which the parties are in need of
declardtions fiom the Court fo resolve their respective rights under the United States and Nevada

Constitutions.
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64.  Fernley has been required to retain the services of Brownstein Hyatt Farber
Schieck, LLP to piosecite-its Copstitutional claims and is therefore entitled to recover an award of
reasonable attorneys’ fees and costs of suit.

SEVENTH CLAIM FOR RELTEF
(Injunctive Relief)

65.  Fernley repeats and realleges the allegations set forth in Paragraphs 1 through 64 as
thaugh fully set forth herein.

66.  Fernley has suffered and will continue to suffer immediate, great and irreparable
injury, loss or damage if the Defendants are allowed to continue to administer Nevada’s C-Tax as
they have been, with the resultant deprivation of Fernley’s rights under the United States and
Nevada Constitutions,

67.  TFermley is entitled to restrain the Defendants from administering Nevada’s C-Tax

systern in 4 Way which infringes upon Fernley’s Constitutional rights and works to Fernley’s

 prejudice.

68.  Defendants’ administration of Nevada’s unconstitutional C-Tax system to Femley’s
prejudice is both engoing and iiminent. "

69.  Fetnley séeks an order from this Coutt enjoining the Defendarits, as well as those
petsons acting on their behalf or in concert with them, from making oi causing to be riade any
distributions under Nevada’s C-Tax system, until such time as ithis Coutt fulés upen the
declaratory relief' requested herein and thereafter to the extent the Court deems-appropriate.

70.  Fetriley has been required to retain the services of Brownstein Hyatt Faibér
Schreck, LLP to prosecute its'Constitutional claims and is therefore entitled to tecover an award of
reasonable attorneys’ fees anid costs of suit.

WHEREFORE,; Fetnley prays for judgment as follows:

1 On its First Claim for Relief, for dathages in an amount to be proven at trial;

2. Onits Second Claith for Relief, for damages in an amount to be proven at trial;
3. On its Third Claim for Relief, for damages in an amountio be provery at frial;
4, Onits Fourth Claim for Relief, for damages in an amount to be ptoven attrial;

io Case No. 6683
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5. Onits Fifth Clair for Relief, for damages in an amount to be proven at trial;
6. Onits Sixth Claim for Relisf, for declarations as follows:
a)

Fernley and its residents the qual protection of Nevada’s laws, in violation of Section 1 of the

That Nevada’s C-Tax system, as administered by the Defendants, denies

Fourteenth Améndineiit to the United States Constitution;
b)

thé Separation of Powers Clause of the Nevada Constitutiot;

‘That Nevada's C-Tax system, as admitisteied by the Defendants, violates

c) That Nevada's C-Tax system, as administeréd by the Defendaits, operates 4s
a lodal or special law for the assesstnent and. collection of taxes for state, county and township
purposes and therefoie violates Aiticle 4, Section 20 of the Névada Constitution;

d)
the mandate of Article 4, Section 21 of the Nevada Constitution that.all laws be of genéral and

That Nevada's C-Tax systém, as administered by the Deferidants, violates

uniform operation throughout the State; and

6) That Nevada’s C-Tax system, as administered by the Defendants, denies
Feuiley and its residents guarantees of due process, in violation of Seetion 1 of'the Fourteenth
Amendment to the United States Constitution.

7. On its Seventh Claim for Relief, for the issuance -of an injunction enjoining the
Defendants, as well as those persons acting on their behalf or in concert with them, from making:
or ¢ausing to be made any distributions under Nevada’s C-Tax system, until such time as this
Court riles upon the declaratory relief tequested herein and thereafter to the extent the Court
degms approptiate;

i
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8. Attorneys’ fees and costs of guit; and
9. Any further rélief this Court deems proper.
DATED this (o\”\ day of Jufie, 2012.

SCHRECK, LLP

Foshuad. chl‘s “Nbvada Bar No. 66‘?9"
Gk V. Vellis, Nevada Bar No. 5533
Sean D Tyitle; MevadaBar No. 11640
9210 Prototypeé Drive, Suite 250

Reno, Nevada 89521

Attornays for Plaintiff the Cily of Fernléy, Nevada
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Joshua J. Hicks, Nevada Bar No. 6679
Clark V. Vellis, Nevada Bar No. 5533

| Sean D. Lyttle, Nevada Bar No. 11640
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BROWNSTEIN HYATT FARBER SCHRECK, LLP

9210 Prototype Drive, Suite 250
Reno, Nevada 89521
Telephone: 775-622-9450
Facsimile: 775-622-9554
Email: jhicks@bhfs.com

Email: cvellis@bhfs.com
Email: slyttle@bhfs.com

Brandi L. Jensen, Nevada Bar No, 8509

Fernley City Attorney
OFFICE OF THE CITY ATTORNEY

595 Silver Lace Blvd.
Fernley, Nevada 89408

Attorneys for the City of Fernley, Nevada

ALANGLOVER

oV GUTIERREERK

IN THE FIRST JUDICIAL DISTRICT COURT
OF THE STATE OF NEVADA IN AND FOR CARSON CITY

CaseII\I}).:'/c,L Oc. OO/&/?{ /B

CITY OF FERNLEY, NEVADA, a
Nevada municipal corporation,

Plaintiff,

V.

STATE OF NEVADA ex rel. THE NEVADA
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
official capacity as TREASURER OF THE
STATE OF NEVADA; and DOES 1-20,
inclusive,

Defendants.

Dept. No.:

SUMMONS

DEPHTY

THE STATE OF NEVADA SENDS GREETINGS TO THE ABOVE-NAMED DEFENDANT:

THE HONORABLE KATE MARSHAL, TREASURER OF THE STATE OF NEVADA
NOTICE! YOU HAVE BEEN SUED. THE COURT MAY DECIDE AGAINST YOU

WITHOUT YOUR BEING HEARD UNLESS YOU RESPOND WITHIN Z6 DAYS READ——

THE INFORMATION BELOW.

Case No. 66851
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TO THE DEFENDANT: A civil Complaiﬁt has been filed by the plaintiff against you for the relief
set forth in the Complaint,

1. If you intend to defend this lawsuit, within 20 days after this Summons is served on
you, exclusive _of the day of service, file with this Court, a written pleading* in response to the
Complaint.

2. Unless you respond, your defanlt will be entered upon application of the plaintiff
and this Court may enter a judgment against you for the relief demanded in the Complaint**,
which could result in the taking of money or property or other relief requested in the Complaint.

3. If you intend to seek the advice of an attorney in this matter, you should do so promptly so
that your response may be filed on time.
4, You are required to serve your response upon plaintiff’s attorney whose address is

Joshua Hicks, Esq.

Brownstein Hyatt Farber Schreck
9210 Prototype Drive, Suite 250

Reno, Neyad 89521 .
-l % —Lﬁ_

ALAN L Clerk of the Court

(A / / / / / Deputy Cletk
Date:_{{ /1 X ' , 2012 '

*There is a fee associated with filing a responsive pleading. Please refer to fee schedule. = *
*¥Note — When service by publication, insert a brief statement of the object of the action. See Rule 4.

Case No. 66851
14

JA




IN THE FIRST JUDICIAL DISTRICT COURT
IN AND FOR THE COUNTY OF CARSON CITY, STATE OF NEVADA

CITY OF FERNLEY, NEVADA

Plaintiff,

Case No:120C001681B
vS.

Dept.No:
STATE OF NEVADA EX REL. THE NEVADA
DEPARTMENT OF TAXATION, ET AL,
Defendant

"
FF F SERVI

STATE OF NEVADA

COUNTY OF WASHOE §8.:

JOHN LEE, being duly sworn says: That at all times herein affiant was and is a citizen of the United States over 18
years of age, not a party to nor interested in the proceedings in which this affidavit is made.

The affidant received copy(ies) of the SUMMONS; CIVIL COVER SHEET; COMPLAINT; AFFIRMATION, on
06/13/2012 and served the same on 06/13/2012 at 1:55 PM by delivering and leaving a copy with:

STEVE GEORGE, ADMINISTRATIVE ASSISTANT who stated he/she is authorized to accept service on behalf of
THE HONORABLE KATE MARSHALL, IN HER OFFICIAL CAPACITY AS TREASURER OF THE

STATE OF NEVADA.

Service address:101 NORTH CARSON ST Carson City, NV 89701
foregoing is true and correct.

I declare und énalty of perjury under the law of the State of Nevada that

and subscribed before me on the X
JOHN LE “//

Registragion#: R-004475

Reno/Carson Messenger Service, Inc. (Lic# 322)
185 Martin Street

Reno,NV 89509

775.322.2424
Atty File#: 015342.0001

IR R0 n

*7650%

sl founty

ffes J@x{usiy 28, 201§
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IN THE FIRST JUDICIAL DISTRICT COURT
IN AND FOR THE COUNTY OF CARSON CITY, STATE OF NEVADA

CITY OF FERNLEY, NEVADA

Plaintiff,
Case No:120C001681B

V8.

STATE OF NEVADA EX REL. THE NEVADA
DEPARTMENT OF TAXATION, ET AL.

Dept.No:

Defendant

AFFIDAVIT OF SERVICE

STATE OF NEVADA
COUNTY OF WASHOE S8.:

JOHN LEE, being duly sworn says: That at all times herein affiant was and is a citizen of the United States over 18
years of age, not a party to nor interested in the proceedings in which this affidavit is made.

The affidant received copy(ies) of the SUMMONS; CIVIL COVER SHEET; COMPLAINT; AFFIRMATION, on
06/13/2012 and served the same on 06/13/2012 at 2:35 PM by delivering and leavmg a copy with:

ASHLEY BOYNTON, PROCESS SPECIALIST who stated he/she is authorized to accept service on behalf of
STATE OF NEVADA EX REL. THE NEVADA DEPARTMENT OF TAXATION.

Service address:1550 COLLEGE PKWY STE 115 Carson City, NV 89706

I declare under penalty of perjury under the law of the State of Nevada that the-foregoing is true and correct.
ngsubscribed before me on the X

Sworn =
06/14/2002 by JOHN LEE JOHNL J
Registra#fon#: R-004475
Notary Reno/€arson Messenger Service, Inc. (Lic# 322)
185 Martin Street
Reno,NV 89509
775.322.2424

Atty File#: 015342.0001

A

H B ‘J’QMNN(‘: LA;’EWQH _s *FEO6%
f ] o dotary Pupifia Sinta of N’\"Vada E

A LAY

g Hr’fs \1“ o i G f’i‘(‘ﬁr’*k}ﬁ in Washon (‘mmty

i, 0 BRG85400 - feplrag danry 28, 2016 £
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{
. N THE FIRST JUDICIAL DISTRICT COURT .

IN AND FOR THE COUNTY OF CARSON CITY, STATE OF _NEVA]f%A

CITY OF FERNLEY, NEVADA 2017 i -
Tl =2 py 9 4
J* 34

Plaintiff, ‘
Case No:12 OC 00168°1B g ALAN GLUVFR
vs. . Dy, '
o o DeptiNo: | . st FR
STATE OF NEVADA BX REL, THE NEVADA Js (MG " RI
DEPARTMENT OF TAXATION, ET AL, -

Defendant

FEIDAVIT OF SERVIC

STATE OF NEVADA,
COUNTY OF CARSON CITY 8.1

WADE MORLAN, bejng duly swotn says:
over 18 yeéars of age; not a:party to nor initereste

That at 41l times herein affiant was and is a citizen of the United States
d in the proceedings i which this ‘affidavit is made.

The affidant reeeived copy(ics) of the SUMMONS; COMPLAIN, on 06/21/2012 and served the same on 06/21/2012
af 4:40 PM by délivering and leaving a copy with:

TRINA GIBSON, PROCESS SPECIALIST who stated he/she i anthorized to accept sérvice on behalf of STATE
OF NEVADA EX REL, THE NEVADA DEPARTMENT OF TAXATION.

Service address:100 N, CARSON ST NEVADA ATTORNEY GENERAL CARSON CITY, NV 89705
A description of TRINA GIBS ON is as follows:

{Color of skin/iace |Color ofhair |Age Hei'gh't.;‘ ___|Weight
Brown 40-50 _ |5ftdin<5ft8in _ [161-2001bs .

Sex
Female _|Caiicasian
Other Features:

+

Ideclate unds lig-foregaingis true and ¢orrect.

ier penalty of perjiry tinder the law of the State of Nevg éf{th :

Styorn o |8 beGribed before e on the bt ———

06/22/2012pf WADE MORLAN - WADEMORLAN =
G slstftionth; R-006823 -

: Reno/Carson Messenger Service, Inc. (Lic# 322)

185 Maitin Street '

Reno,NV 89509

775302424

Atty Filgff: 15342:0001

AN O

TR

¥B374%
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BRENDA J. ERDOES, Legislative Counsel

Nevada Bar No, 3644

KEVIN C. POWERS, Chief Litigation Counsel
Nevada Bar No. 6781

J. DANIEL YU, Principal Deputy Legislative Counsel
Neévada Bar No. 10806

LEGISLATIVE COUNSEL BUREAU, LEGAL DIVISION

401 8. Carson Street

Carson City, NV 89701

Tel: (775) 684-6830; Fax: (775) 684-6761

kpowers@Icb.state.nv.is

Dan. Yu@Ich.state.nv.iis o
Attorneys for the Legislature of the State of Nevada

IN THE FIRST JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA
IN AND FOR CARSON CITY

CITY OF FERNLEY, NEVADA, a
Nevada municipal corporation,

Plaintiff,
V8.

STATE OF NEVADA ex rel, THE NEVADA
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
official capacity as TREASURER OF THE
STATE OF NEVADA; and DOES 1-20,
inclusive,

Defendants.

Case No, 12 OC 00168 1B
Dept. No. 1

NEVADA LEGISLATURE’S
MOTION TO INTERVENE

Case No. 6683
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{Division of the Legislative Counsel Burgga under NRS 218F.720, hereby moves the Court for an érder

MOTION

The Legislature of the State of Nevada (Legislature), by and through its counsel, the Legal

granting the Legislature’s Motion to Intervene in this action ag a Defendant pursuant to NRCP 24 and
NRS 218F.720." This Motion is inade under FIDCR 15 and is based upon the. attached Memorandum of
Points and Authorities, all pleadings, documents and exhibits on file in this case and any oral arguments
the Court may allow. Pursuant to NRCP24(c), this Motion is accompanied by the Legislature’s
proposed Answer to the Complaint, which is attachied as Exhibit 1,

MEMORANDUM OF POINTS AND AUTHORITIES

I, Introduction aid Summary of the Argument,

On June 6, 2012, the City of Fernley (Plaintiff) filed a Complaint against the Nevada Department
of Taxation arid Kate Marshall in her official capacity as Tredsurer of the State of Nevada (collectively,
Defendants). The Summons was filed on June 8, 2012, On June 13, 2012, the Defendants were setved
with the Summons and Complaint. Shottly thereafter, the Office of the Attorney General, as the agency
charged with representing the Defendants, was also served with the Summons and Cornplaint on June
21,2012, The Defendants’ time for filing an answer or other responsive pleading has not yet run under
NRCP 12(2)(3).

The Plaintiff is challenging the constitutionality of Nevada’s system of alIocati;xg certain statewide
tax tevenues consolidated into and disbursed from the Local Governrent Tax Distribution Aceount to
counties and various local governments. The Plaintiff contends that this system of allocation, commionly
refetied to ds the cansolidated tax or CTX System, vidlates: (1) the Fourteenth Amendment to the United
States Constitution by denying equal protection; (2) the Separation of Poweis Claiise set forth in

Article 3, §1 of the Nevada Constitution; (3) Article 4, 820 of the Nevada Constitution by creating a

1 NRCP 24 and NRS 218F.720 are reproduced in the Addendum following the Memorandum of Points
and Authorities.
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special law; (4) Aiticle 4, §21 of the Nevada Constitution by creating a law that is not general -and of
uniform dperation throughout the State of Nevada; (5) and the Fourteerith Amendusient of the United
States. Constitution by denying due process. Consequently, the Plaintiff seeks declaratory and injunctive
relief, as well as damages in an amotnt to be proven at tril.

Because the Plaintiff is challenging the constitutional authority of the Legislature to endct
legislation for the allocation of cettéin taxes to cotinties and local governments within the State of
Nevada, the Legislature is timely movitig to intervene in this case pursuant t6 NRCP 24(a)(1) and
NRS 218F.720. The statute confers dn uncofiditional right to intervene when a party ifi any action o
proceeding aHegps that the Legislature has violated the Nevada Constitiition or alléges that any law is
invalid, unenfoiceable or unconstitutional. When a parfy malkes such a constitutional challenge, the
statute provides that;

the Legislature has an unconditional right and standing fo intervene in the action of

proceeding and to present it§ arguments, claims, objections or defenses, in law or fact,

whether or not the Legislatute's interests are adequately represented by existing patties and

‘whether or not the State or any agency, officer or employee of the State is an existing party.

NRS 218F.720(3) (emphasis added). Therefore, inder NRCP 24(a)(1) and NRS 218F.720, the
Legislature has an unconditional right and ,s'tandm_g to ifitei'véne ih this action.

In addition, the Legislature qualifies for intervention as of right under NRCP 24(a)(2) because the
Legislature has substantjal intergsts in the ubject matter of this case which may be impairved if the
Legisiatire is.not permitted to intervene and which may not be adequately represeited by existing
parties. The Legislature also qualifies for permissive intervention under NRCP 24(b) because this case.
involves extiemely important questions of constitutional law Whose resolution fnay have a sijbstantial

impact on the scope of the Legislature’s éomstitutional authority over fiseal and tax policies and the

petformance of its public duties.

3. Case No. 668
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Finally, the Legislature has acted with appropiiate haste and diligence to intervene in order to
protect its official interests, and the Legislature’s participation will not delay the Pproceedings or
complicate the manageitient of the case and will not cause any prejudice to existing parties. If permitted
to intervene, the Legislature would be in a position to protect its official intefests by providing a more
comprehensive and thorough presentation of the controlling law and a befter understanding of the issues,
and the Coutt would be ensuring that the views of the Legislature are fairly and adequately represented.
Therefore, because the Legis‘]afure has acted with appropriate haste and diligence to intervene in this
case in order to protect its official interests, the Legislatite’s Motion to Infervene should be granted.

II.  Argument.

A. Intervention as of right.

Under NRCP 24(a), an applicant qualifies for intervention as of tight under two circumstances.

Am. Home Assurance Co. v. Dist. Ct., 122 Ney. 1229, 1235 (2006). First, under subsection (a)(1), an

applicant is entitled to intervene “when a statute corfers an unconditional right to infervene.” Second,
utidér subsection (ﬁ)(ﬁ), an applicanf is entitled to intervene when;
the applicant claims an interest relating to the property or transaction which is the subject of

the action and the applicant is so situated that the disposition of the action may as a practical
matter 1mpan or impede the applicant’s ability to protect that interest, unless the applicant’s

intefest is adequately represénted by existinig parties.
NRCP 24(¢a)(2). In this case, the Legislature qualifies for intervention as of right under both subsettions
of NRCP 24(a).
(1) The Legislature qualifies for inteivention as of right under NRCP 24(a)(1).
To qualify for interverition as of right under NRCP 24(a)(1), the applicant must prove that; (1) a

statute confers upon the applicant an unconditional fight to interveiie; and (2) the applicant’s motion to

intervene s timely. See EEOC v. Gmui, Inc., 221 FR.D. 562, 563 (D. Kan. 2004); BEOC v. Taylor Elec.

-4- Case No. 6685]1
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| when a patrty contests or raises as an issue that any law is invalid, unenforceable or unconstitiitional, To

Co., 155 FR.D. 180, 182 (NDD. TiI. 1994).>

In determining whether a statute confers upon the applicant an unconditional right to intervene for

must limit its inquiry to the terms of the statute and must not consider any of the factors listed in

NRCP 24(a)(2). Sée Bhd. of R.R. Trainmen v. Balt. & Ohio R.R., 331 U.S. 519, 525-31 (1947); Ruiz v.

Estelle, 161 F.3d 814, 828 (5th Cir. 1998). Consequently, the applicant is not required to prove that

existing parties may be inadequately representing its interests or that its interests ‘may be impaired if it is
not allowed to intervene. Ruiz, 161 F.3d at 828, Instead, the applicant is requited to prove only that it

qualifies for intervention under the terms of the statute. Bhd. of R.R. Traininen, 331 U.S, at 531. Upon

mieeting the statutory requirements for intervention, “there is no room for the operation of a court’s

discretion”” and “the right to intervene is absolute and urconditional.” Id,; see alsod United States v.

Piesidio Invs., Lid., 4 B.3d 805, 808 n.1 (9th Cir, 1993).

Under NRS 218F.720, the Legislature may elect to intefvene in any action or proceeding when a

paity dlleges that the Legislature, by its actions orfailureto act, has vielated the Nevada Constitution ot

intervene in the action or proceeding, the Legislature must file “a motion or request to infervene in the
form required by the tules, laws or tegulations applicable to the action or proceeding.”
NRS 218F.720(2). If the Legislature files such a motion or tequest to initervene:
the Legislature has an wunconditional right and standing to intervene in the action or
provegding and to present its arguments, ¢ldims, objections or defenses, in law or fact,

whether or not the Legislature's inferests are adequiately 1épresented by ex1stmg patties and
whether or not the State or any agency, officer or employee of the State is an existing party.

% “When interpreting the provisions of NRCP 24 regarding intervention, the Nevada Supreme Court
often looks to federal cases interpreting the analogous provisions of the Federal Rules of Civil
Procedure. Am. Home Assurance, 122 Nev, at 1238- 39; Lawler v. Ginochio, 94 Nev. 623, 626 (1978).
Thus, i detelmmmg whether intérvention is appropriate under NRCP 24, such federal cases “are.

strong persuasive authotity, because thie Nevada Rules of Civil Procedure &76 based i iar 2¢ paiL upon

theit: fedéral counterparts.” Exec. Mgmt., Lid. v. Ticor Title Ins. Co., 118 Nev. 46, 53 (2002) (guoting
Las Vegas Novelty. Tnc. v. Ferriandez, 106 Nev. 113, 119 (1990))
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NRS 218F.720(3) (emphasis added).

In fhis case, the Plaintiff alleges that the CTX system, as enacted by the Legislature and
implemented by the Defendants, is unconstitutional because the CTX systermn impropetly deprives the
Plaintiff of an equitable share of the allocated distributions from the Local Government Tax Distribuition
Account, (Compl. I 4-19.) Thus, the Plaintiff alleges that the statutory method for the allocation of
the consolidated taxes, as ehacted by the Legislature, viclates the Nevada Constitution. (Compl, 9 33,

40, 46, 54.) The Plaintiff also dlleges that the CTX system violates the United States Constitution.

(Compl. 9924, 54.)

(8.B. 254) (69th Sess. 1997), 1997 Nev. Stat., ¢h. 660, at ~3278—3304,' The statutory provisions of the
CTX system have since’been amended numerous times during subsequent reguldr and special legislative ‘
sessions. In its Coriplaint, thé Plaintiff does not assert that only certain provisions of the CTX system
are unconstitutional, Rather, the Coxnplaint alleges that the entire systefn, as ddministéréd, is
unconstitutional. (Compl, { 19,) Thus, the Plaintiff is clemly alleging that the Legislature violated both
the federal and state constitutions not orly when it enacted S.B. 254, but also when the. Legislature
enacted all subsequent legislation amending the initial statutory framework of the CTX System.
Accordingly, the Plaintiff is alleging that S.B, 254 and all of the legislation that followed throughout the
gradual evolution of the CTX system are invalid, unenforceable or unconstitutional. Given these
allegations, the Legislatire has an unconditional right to intervene undet NRS 218E.720.

Because NRS 218F.720 confers an unconditional right to intervene, the Legislature’s Motion to
Intervene must be granted so long as the metion is timely. The timeliness of a motion to ifitervene isa

determination that lies within the discietion of the district court. Lawler, 94 Nev. at 626 ; Cleland v. Dist,

Ct., 92 Nev. 454, 456 (1976). In determining whether a motion to intervens is timely, the couit must

consider the age of the lawsuit, the length of the applicant’s delay in secking intervention aftet leatning
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of the need to intervene, and the extent of any prejudice to the rights of existing parties fcs’ulting’_ from

the delay. Am. Hoitie Assiniance, 122 Nev. at 1244; Dangberg Holdings Ney. v. Douglas County, 115

Nev. 129, 141 (1999). Tf the applicant’s intervention would cause prejudice to the rights of existing
paities, the couit st weigh that prejudice against any prejudice resulting to the appli_cé_nt if the motion
to intervene is denied. Am. Home Assurance, 122 Nev. at 1244,

In this case, the Plaintiff filed its Complaint on June 6, 2012, and served the Defendants with the
Summons gnd Complaint on J une 13,2012. The Office of the Attorney General, as legal counsel for the.
Defendants, was served. by the Plaintiff on June 21, 2012. The Defendants’ time for filing an answer of
other responsive pleading has not yet run under NRCP 12(a)(3). Accordingly, because this case is still
in its earliest stages, this Motion to Intervene is timely. See EEOC v. Taylor Elec. Co., 155 FR.D. 180,
182 (N.D. 11l. 1994) (finding that inoticn to intervene filed four months after pIainti;ﬁf commenced action
was timely whete no discovery had been condncted in the case).

In sum, because the Legislature has an unconditional right to intervene under NRS 218F.720 and
because the Legislature’s Motion to Intervens is timiely, the Legislature meets ‘the standards for
intervention as of i‘ight under NRCP 24(d)(1). Therefore, the Legislature’s Motjon to Intervene should
be granted,

(2) The Legislature gualifies for intervention as of right under NRCP 24(a)(2).

As a gereral role;, cotirts give NRCP 24(a)(2) a broad and liberal construction in favor of

intervention as of right. State Indus. Tns. Sys. v. Dist. Ct., 111 Nev. 28, 32 (1995), overruled i part on

othér grounds by Ain. Home Assirance Co. v. Dist. Ct., 122 Nev. 1229 (2006); Arakaki v. Cayetano,

324.F.3d 1078, 1083 (9th Cir. 2003) (“Rule 24 ‘t’r,aditidﬁélly réceives liberal construction in favor of

applicants for infervention.”); Scotts Valley Band of Pomo Tndians v. United States, 921 F,2d 924, 926

(9th Cir. 1990) (“Rule 24(a) is construed broadly, in favor of the applicants for intervention.”),
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To qualify for intervention as of right under NRCP 24(a)(2), the applicant must establish that:
(1) the applicant has sufficient iriterests in the subject matter of the litigation; (2) the applicant’s ability
to protect those interests could be impaired if the applicant is not permitted to intérvene; (3) the
applicant’s interests may not be adequately represented by the existing paities; and (4) the application is

timely. Am. Home Assurance, 122 Nev. at 1238. The determination of whethér an applicant has met the

fout reguirernents is within the discretion of the district court. Id. As discussed previously, the
Legislature’s Motion to Intervenie is timely. The Legislature also niests the remainitig fequiremeénts for
intervention as of right under NRCP 24(a)(2),
(a) The Legislatuie has significantly protectable interests in the subject matter of this
action which will be impaired if the Plaintiff succeeds on its claifns,

For purposes of intéfvention as of right under NRCP 24(a)(2), the applicant must have a
significantly protectable interest in the subject matter of the action and must be situated such that the
disposition of the action may irpair or impede the applicant’s ability to protect that interest. PEST
Comm. v. Miller, 648 F.Supp.2d 1202, 1211-12 (D. Nev. 2009). The applicant satisfies theése
requirerrients if: (1) the applicant asserts an. interest that is protected under federal or state law; and
(@) there is a re]ation_shig between the applicant"s profected interest and the plaintiff’s ¢laims such that
the 'éip‘piicaﬂt will §uffer a-practical impairment of its interest if the plaintiff succeeds on its claims. Id. at
1212. When the plaintiff seeks declatatory rélief that statiites are uncongtitutional, the applicant is
entitled to intervene to defend the validity of the statutes if the applicanit’s protécted interest would be
impdired, as a practical matter, by a declatation that the statutes are unconstitutional, Cal. ex rel,

Lockyer v. United States, 450 F.3d 436, 441-45 (9th Cir, 2006),

In thé contéxt of defending the validity of state statutes, couits have ‘Tecogrized that a state

legislature may have an independeiit “legal interest in defending the constitutionality of [its] laws’” that

is separate and distinct from the interests of stafe officials who ate charged with administering those
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laws. Ne..Ohio Coal. for Homeless v. Blackwell, 467 F.3d 999, 1007 (6th Cix, 2006), For example, in a

case challenging the constitutionality of Ohio’s eélection liws where Olﬁo"s Secretary of State was
named as the defendant, the Sixth Circuit allowed the State of Ohio and its General Assembly o
intervene in the case because “the Secreta:y’s primary interest is in ensuring the smooth administration
of the election, while the State and General Assembly have an independent interest in defending the
validity of Ohio laws ahd ensuiing that those laws are enforced.” Id. at 1008.

In this case, the Legislature has an independent legal interest in defending the, constitutionality of
S.B.254 and all subsequeiit legislation impacting the Legislature’s chosen method of allocating tax
revenue that is separate and distinct ffom the inteiests of the Department of Taxation and the State
Treasurer who ate chaiged with administering those laws, and the Legislatuie’s interests will be
impaired if ‘the Plaintiff succeeds on its claims. The Plaintiff is challenging decisions made by the
Legislature in enacting legislation to distribute money throughiout the State of Nevadi, As a
consequence, this case strikes at the heart of 6ne of the most vital components of the legislative
finction—fiscal policy determinations to manage the collection ard distribiition of taxes in the stafe.
Because the Legislature has a right to defend its carefully considered tax schemes, the Legislature has a
substantial interest in the subject matter of this action ‘which will be iinpaired if the Legislature is not
permitted to ifitervene.

This case raises impoztant legal issues which could have significant and far-reaching ramifications
thiat could severely impact the Legislature’s role in making policy decisions regarding taxation. Since
the initial cieation of a consolidated tax system, the Legislature has continuously revisited the issue and
worked in concert with counties, local governments, analysts, lobbyists and varions other individuals
and groups with the godl of maintaining a reasonable distribution method to allocate ceftain tax revenues

throughout-the State for the henefit of its citizeds. If the Cotit were to declare that S.B. 254 and all the

telated legislation which built upon the initial framework established by S.B. 254 are unconstitutional,
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Such a declaration would call into doubt the constitutionality of 4t least fifteen years of tax allocations
simply based o oné local government’s claim that it did not receive its fair shars of noney. Becaise the
Legislature has a right to defend the continued validity of Nevada’s tax policies and CTX allocation
determiniations, the Legislature has established that it has significanfly protectablé interests in the sibject
matter of this action which will be impaired if ths Plaintiff succeeds o its claims.
(b) The Legislature’s intexests are not adequately represented by existing parties,
When an applicant has siifficient interests to support intervention as of right unider NRCP 24(a)(2),

the applicant must be permitted to inteivene unléss the applicant’s interests are adequately represented

by existing parties. Ai. Home Assurance, 122 Nev. at 1241; Lundberg v. Koontz, 82 Nev. 360, 362-63
(1966). The applicant must satisfy only a ininimal burden to demonstrate that existing parties do not

adequately fepresent its interests. Sw. Ctr; for Biological Diversity v. Bérg, 268 F.3d 810, 823 (9th Cir.

2001). The applicant neéd only show that.répresentation by existing parties may be inadequate, not that
it will be inadéequate. Id. Courts typically consider thtee factors when deterfnining whether existing
parties adegjuafély represent the intetests of a proposed intervenor; (1) whether the interests of existing
parties aie stich that they Wiﬂ undoubtedly make all of the proposed intetvenor’s arguments; (2) whether
existing parties are capable and willing to make such arguments; and (3) whether the proposed
intérvénor would offer any necessary elements to the proceeding that existing parties would neglect.
PEST Comm., 648 FESupp.2d at 1212,

As a general tule, there is a prestinption that a state official adequately represents the inferests of
private parties in defending the constitationality of state stdtutes becanse the state official is acting in a
representative capacity on hehalf of the cifizens of the state and because the state official and the private
parties stiare the same ultimate o’bje‘ctive; which is to uphold thé statutes against constitutional attack. Id,

at 1212-13. This presumption, however, does not apply here becausé the Legislature is a governmental

entity, not a private party, and the Legislatute has an independent legal interest in defending the
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is entiusted with diSbur;siilg public money and is therefore also concerned with the validity of the

eonstitutionality of the CTX system that is separate and distinct from the interests of the Department of

Taxation and the State Treasurer who are charged with administering those laws. See Ne. Ohio Coal.,

467 F.3d at-1008.
The Departméit of Taxation has an undeniable interest in ensuring the smooth administration of
the CTX system.”> To that énd, the Department of Taxation.is concerned with the validity of Nevada

1aws providing fox the distribution of CTX pursuant to statutory formulas. Similarly, the State Treasurer

existing method of CTX allocations.* However, the Plaintiff’s claims that the Legislature’s actions with
regdrd to eéstablishing a tax distiibution systém are unconstitiitional could have significat and far-
reaching ramifications on the Legislature’s ability to make fiscal policy and tax decisions which affect
the entire state and go far beyond the interests of the agencies.

If the Plaintiff were to succeed on its claims that the statutory CTX system is tnconstitutional,
both on its face and in application, it wonld unrave] fifteen years of consolidated tax distributions in
Nevada, and the Legislature would have to drastically change the way it perforins its function of
enacting tax laws. Given that the Plaintiff’s constitutional claims are directed at an extremely vital part
of the Legislatuie’s finction—foriming fiscal and tax policies and determining how, when and where the
State should spend its tax revennes—neither the Departmwt'of Taxation nor the State Treasurer ate in a
position to adequately represent the official inferests of the Legislatire. Under such circumstances, the

Legislature’s interests are not adequately represented by existing parties, and the Legislatuie is entitled

to intefvention as of right under NRCP 24(a)(2). See Ne. Ohio Coal., 467 F.3d at 1007-08 (allowing

3 Thc main provisions for the distribution of procgeds from the Loeal Government Tax Distiibution
-Account to local goverriments are set forth in NRS 360.600 to 360.740, inclusive. The Department of
Taxation is authoiized to “exercise the specific powers enumerated in [chapter 360 of NRS] and,
except as otherwise provided by law, fiay exercise getieral supervision and contiol over the enfire

revenue system of the State.,” See NRS 360:200.

4 See NRS 226,110(5) (the State Treasurer “[s]hall disbwrse the public money upon watrants drawn
upon the Treasury by thé State Controllér, and not otherwise”),
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intervention as of right where “the Secretary’s primary interest is in ensuring the smooth administration
of the election, while the State and General Assembly have an indepéndent interest in defending the
validity of Ohio laws and ensuring that those laws are enf;xced.”).

B. Permissive intervention.

The provisions of NRCP 24(b) provide that permissive intervention. may be gratited under ‘the
following circumistances:

Upon timely application anyone may be peimitted to intervere in an action: (1) when a
statute confers a conditional right to intetvene; or (2) when an applicant’s claim or defense
and the main action have a question of law or fact in common. In exercising its discretion

the -court shall considér whethér the intervention will unduly delay or prejudice the
adjudication of the rights of the ¢riginal parties,

Permissive intervention lies within the discretion of the district court. See 6 Moore’s Federal

Practice § 24.10 (3d ed. 2004). The decision whethei to grant permissive intervention is controlled by

considerations of equity, judicial economy and fairness. Id. Permissive intetrvention ordinatily should be

gratted to a governmental agency where the legal issues.in the case may have a substantial impact on

“the maintenance of its statutory authority and the performance of its public duties:” SEC v. U.S. Reilty
& Tmpr. Co., 310 U.S. 434, 460 (1940). Thus, where the governmental agency’s interest in the case “is a
public ofie” and it ititends to taisé claims or defsnses concerning qtiestions of law involved in the main

action, permissive intervention should be granted, especially when the agency’s intervention “might be

helpful in [a] difficult and delicate area.” United States v. Liocal 638, Enfer. Ass’n of Pipefitters, 347 F.

Supp. 164, 166 (S.DN.Y. 1972) (quoting SEC v. U.S. Realty & Impr, Co,, 310 U.S. 434; 460 (1940)).

In this case, considerdtions of equity, judicial economy and fairness militate in favor of the Court
granting permissive intervention to the Legislature. The Plaintiff’s claims attack 4 gighificant tax scheme
enacted by the Legislature and which affects the entire State of Nevada and its citizens. The legal

analysis of the CTX systém in this case, and the resulting judicial determinations, will have a substantial

impact on the scope of the Legislature’s constitutional authority and the performance of one of its coie
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functions of making tax decisions. The Department of Taxation and the State Treasurer are not in a
position to adequately represent the official interests of the Legislature, and neither Defendant ¢an offer
the Legislature’s unique ingight into the histotical backgreund of the CTX system or a complete
overview of the factors supporting the validity and enforceability of its statutory provisions. By
petmitting the Legislatuié to intervene, the Court would be facilitating a more ¢omprehensive and
thorough. presentation of the controlling law and a better undeistanding of the issues, and the Court
would be ensuring that the views of the Legislature are fairly and adequately represented and dre not
prejudiced by this case. In addition, because this case is in its ealiest stages, intervention will not unduly
delay the proceedings or prejudice the rights of existing parties. Thetefore, even assuming that the
Legislature does not qualify for intervention 4s of iight tindér NRCP 24(a)(1) and (2)(2), the Court
should exercise jts discretion and allow .the Legislature to intervene under the standards for permissive
interverition et forth in NRCP 24(b).
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Based upon the foregoing, the Legislatuie respectfully requests that the Court entei an order
granting the Legislatufe’s Motion to Intervene,

The undersigned hereby affirin that this document does not contain “personal information aboiit
any person” as defined in NRS 239B,030 and 603A.040,

DATED: This_3rd _day of August, 2012.

By:

Respectfiilly submitted,

BRENDA J. ERDOES
Legislative Counisel

o ) _

CONCLUSION

{

KEVIN C. POWERS

Chief Litigation Counsel

Nevada Bar No, 6781

kpowers @Icb.state.nv.us

J.DANIEL YU

Principal Deputy Legislative Counsel
Nevada Bar No: 10806

Dan. Yu@Icb.state.nv.us

LEGISLATIVE COUNSEL BUREAU, LLEGAL DIVISION
401 S. Caison Street

Carson City, NV 89701

Tel: (775) 684-6830; Fax: (775) 684-6761
Attorneys for the Legislature

—
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ADDENDUM
NRCP 24. INTERVENTION

(a) Intervention of Right. Upen timely application anyone shall be permitted to intetvene in
an action: (1) when a statute conférs an unconditional right to intervene; or (2) when the applicant
claims an interest relating to the property or transaction which is the subJect of the action and the
applicant is so situated that the disposition of the action may ds 4 practical inatter nnpan or impede
the applicant’s ability to protect that interest, unless the applicant’s interest is adequately

represented by existing parties.

(b) Perniissive Intervention. Upon timely applicafion anyone may be permitted t0 mtewene

in an gction: (1) when 4 statute confers a conditional right to intervene; or (2) when ah apphcant 'S

claim or defense and the ‘main action have a question of law or fact in common. Tn exercising its
discretion the court shall consider whefher the intervention will unduly delay or prejudice the

adjiidication of the rights of the original parties.

(c) Procedure; A person desiring to intervene shall serve a motion to intervene upon the
parties as provided in Rule 5. The motion shall state the grounds therefor and shall be
accomipanied by a pléading setting forth the claim or defense for which intervention is sought. The
'same procediiie shall be followed when a statite gives a right to intervene.

NRS 218F.720 Autliority to provide legal representation in actions and proceedings;
exemption from fees, costs and expenses; standards and procedures for exercising
unconditional right and. stafiding to intervene; payment of costs and éxpenses of
representation.

1. When deemed necessary or advisable to protect the official interests of the Legislature in
any action o piocéeding, the Leg151at1Ve Cominission, or the Chair of the Leglslatlve Commission
in casés wheré action is required before a meeting of the Legislative Commission is scheduled to
be held, may direct the chlslatwe Counsel and the Legal Division to appeat in, cothinence,
prosecute, defend ar intervene in any dction, or progeeding before any court, ageticy or officer of
the United States, this State or any other jurisdiction, or any ‘pdlitical subdivision thereof, In any
such action or proceeding, the Legislattire may fiot be assessed or held lidble for:

(a) Any filing or other contt or agency fees; or

(b) The attotney’s fees or ary other fees, costs of expenses of aiy ofhér partiss.

2. If aparty to any action or p1oceed1ng ‘before any contt, agency or officer:

(a) Alleges that the Legislature, by its actions or failure to act, has vielated the Constituiion,
tredties or laws of the United States or: the Constitution or laws of this State; or

(b) Challenges, contests of raises as an issue, gither in law of in equity, in whole or in pait, or
facidlly or s applied, the ineaning, irifefit, purpose, scopg, applicability, validity, enforceability or
constitutionality of any law, tesolution, initiative, teferendum o5 ofher leglslatlve ot constitutional
measure, including, witheut limitation, on grounds that it is ambiguous, unclear, uncertain,
imprecise, indefinite or vague, is preempted by federal law or is otherwise inapplicable, invalid,

unenforcedble or unconstitutional,

> the Legislature may elect to intervene in the acticn or p foceeding by filing a motion or request
to intervére in the form required by the rules; laws of regulations applicable to the action or
proceeding. The motion or request to intervene must be accompanied by an appropiiate pleadmg,
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brief or dispositive motion setting forth the Legislature’s arguments, claims, objections or
defénses, in law or fact, or by a motion or’regiiest to file such a pleadidg, brief or dispositive
motion ata later time.

3. Notwithstanding any othei law to the contraty, upon the filing of a motion or request to
intervene. pursuant to subsection 2, the Legislature has an unconditional right and standing to
intervene in the action or proceeding and to present its arguments, claims, objections or defenses,
in law or fact, whether or fot the Legislature’s interests are adequataly represented by existing
parties and whether or not the State of any agency, officet of employee of the State is ah existing
party. If the Legislature intervenes in the action or proceeding, the Legislature has all the rights of
a party.

4. The provisions of this section do not make the Legislatuw a necessary or indispensable
party to any action or proceeding unless the Legislaturs intervenes in the action ér proceedmg, and

0o party to any agtion or proceeding midy name the. Legislature a5 a paity or move to join the

Legislature as apatty based on the provisions of this section,

5. The Legislative Commission may authorize payment of the expenses and costs incurred
pursuant to this section frorm the Legislative Fund.

6. Asused in this section:

() “Action or proceeding” means any action, suit, matter, cause, hearing, appeal or
proceeding. B ’

(b) “Agenoy’ means any agency, office, department, division, bureau, unit, board,

comtnission, authority, institution, comimittee, subcominittee or other simiilar body or entity,
incliding, without limitation, any body or entity created by an interstate, cooperative, joint or
interlocal agreement oy compact.
(¢) “Legislature” :means:
(1) TheLegislature or either House; or
(2) Any curtent or former agenicy, member, officer or employee of the Législature, the
Legislative Counsel Burean or the Legislative Department.
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CERTIFICATE OF SERVICE

Ihereby cetify that I am an employee of the Nevada Legislative Counsel Bureau, Legal Division,
and that on the _3rd__ day of August, 2012, I served a true and cotrect copy of the Legislature’s Motion

to Intetvene by depositing the same in the United States Mail, postage prepaid, addiessed to the

following:

Joshua J. Hicks

Clark V. Vellis

Sean D. Lytile

BROWNSTEIN HYATT FARBER SCHRECK, LLP
9210 Prototype Dr., Suite 250
Reno, NV 89521

jhicks @bhfs.com
evellis@bhfs.com
slyttle@bhfs.com
Attorneys for Plaintiff

City of Feinley, Nevada

Brandi L. Jensen

Feinley City Attorney

OFFICE OF THE CITY ATTORNEY
595 Silver Lace Blvd.

Fernley, NV 89408

Attotneys for Plaintiff

City of Fernley, Nevada,

ns

An Employee '; )

el Bureau
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Catherine Cortez Masto

Attorney General

Gina C. Session

Chief Deputy Attorney General

Andrea Nichols

Senior Depiity Attorney General

OFFICE OF THE ATTORNEY GENERAL

5420 Kietzke L., Suite 202

Reno, NV 89511

ahichols @ag.0v.gov

Attorneys for Defendants Nevada Dépdrtinent
of Taxation and Kate Marshall, State Treasurer
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Attorneys for the Legislature of the State of Nevada

IN THE FIRST JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA

IN AND FOR CARSON CITY
CITY OF FERNLEY, NEVADA, a
Nevada municipal corporation,
Case No. 12 OC 00168 1B
Plaintiff, Dept. No. 1

V8.

STATE OF NEVADA éx rel, THE NEVADA
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
officidl capacity as TREASURER OF THE
STATE OF NEVADA; and DOES 1-20,
inclusive,

Defendants.

NEVADA LEGISLATURE’S o
PROPOSED ANSWER TQ PLAINTIFF’S COMPLAINT
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|{Lyon County, Nevada. The Legislature is_' without knowledge or information sufficient to form a belief

PROPOSED ANSWER TO PLAINTIFF’S COMPLAINT
Pioposed Intervenor-Defendant, the Legislature of the State of Nevada (Legislature), by and
through its coumsél, the Legal Division of the Legislative Counsel Bureau under NRS 218F.720, hercby
submits pursuant to NRCP 24(c) the Legislature’s proposed Answer to Plaintiff’s Complaint, which
Plaintiff filed on June 6, 2012.
ADMISSIONS AND DENIALS OF THE ALLEGATIONS

PARTIES

9 1. The Legislature admits the City of Fernley is a Nevada municipal corporation located ih

as to the truth of the remaining allegations in paragraph 1 and denies them.
J2-3. The Legislature admits the allegations in paragraphs 2-3.
BACKGROUND
I 4-18. The Legislatute is without knowledge or inforination sufficient to form a belief as to
the truth of the allégations in pmfa;graphs 4-18 and denies them.
T 19. The Legislature denies the allegations in paragraph 19,
FIRST CLAIM FOR RELIEF

(Denial of Equal Protection in Violation of Section 1 of the
Fourteenth Amendmenit to the United States Coristitrition)

q20-27. TheLegislatuie defiiés the allegations in paragraphs 20-27.
SECOND CLAIM FOR RELIEF

(Violation of the Separation of Powers Clause of the Nevada Constitution)

9 28-36. The Legislature denies the allegations in paragraphs 28-36.

-2- Case No. 6685
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THIRD CLAIM FOR RELIEF

(Creation of a Special Law in Violation of Article 4, Section 20 of the Nevada Constitution)

qq 37:43,

9 44-49.

T4 50-57.

99 58-64.

T 65-70.

1, The Legiglature pleads as an affirmative défense that the Complaint fails to state a claim upon

The Legislature denies the allegations in paragraphs 37-43,

FOURTH CLAIM FOR RELIEF

(Violation of Article 4; Section 21 of the Nevada Constitution)
The Leégislature denies the allegations in paragraphs 44-49,

FIFTH CLAIM FOR RELIEF

(Denial of Due Process in Violation of Section 1 of
the 14th Ameéndment to the United States Constitution)
The Legislature denies the allegations in paragraphs 50-57.
SIXTH CLAIM FOR RELIEF
(Declaratory Relief)

The Legislatine denifes the allegations in paragraphs 58-64:

SEVENTH CLAIM FOR RELIEF
(Injunctive Relief)
The Legislatire denies the allegations in patagraphs 65-70.

ATFIRMATIVE DEFENSES

which relief can be granted.

2. 'The Législature pleads as affitmative defenses that Plaintiff lacks capacity to sue and

standing; that Plaintiff’s claims do not presetit a justiciable case or conitiovérsy; that Plaintiff’s claims

are not ripe for adjudication; and that the Court lacks jurisdiction of the subject matter,
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3. The Legislature pleads as an affirmative defense that Plaintiff’s claims ate barred by the
doctrine of immunity, including, without limitation, sovereign immunity, official immunity,
discretionaty function immunity, absolute imtnunity and qualifiéd iminunity.

4, The Legislature pleads as affiljma/tive defenses that Plaintiff’s claims are barred by the statute
of limitations, laches, estoppel and waiver.

5. The Legislature pleads as an affitmative defense that, pursuant to NRS?218F.720, the
Legislattire may not be assessed. or held liable for any filing or other court fees or the attorney’s fees or
other fees, costs or expenses of any other parties.

6. The Legislature reserves its right to plead, raise or assert any additional affirmative defenses
which are not presently known to the ILegislature, following its reasonsble inguiry under the
circumstances, but which may become known to the Legislature as a result of discovery, further
pleadings, or the acquisition of information from any other source during the course of this litigation.

The Legislature prays for the following relief:

L. That the Court enter judgment in favor of the Legislatute and against Plaintiff on dll claims
and piayers forielief directly or indirectly pled in the Complamt, : -

2. That the Couit enter judgment in favor of the Legislature and against Plaintiff for the
Legislature’s costs and attorney’s fees as determined by law; and

3. That the Court grant such other relief in faver of the Legislaturé and against Plaintiff as the
Court may deem just and proper.

/
/

I

/
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The undersigned hereby affitm that this docuntent does not contain “petsonal information about

AFFIRMATION

any person” as defined in NRS 239B.030 and 603A.040,

DATED; This_3rd _day of August, 2012.

By:

Respectfully submitted,

BRENDA J. ERDOES
Legislative Counsel
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KEVIN C. POWERS
Chief Lifigation Counsel
Nevada Bar: No. 6781
powers@]cb.state.nv:us
J. DANIEL YU '
Principal Deputy Legislative Counsel

Nevada Bar No. 10806

Dan. Yui@]Ich.state.siv.ug

LEGISLATIVE COUNSEL BUREAU, LEGAL DIVISION
401.S. Carson Street

Carson City, NV 89701

Tel: (775) 684-6830; Fax: (775) 684-6761
Attorneys forthe Legislature
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CATHERINE CORTEZ MASTO
Attorney General

GINA C. SESSION

Chief Deputy Atforney Genéral
Nevada Bar No. 5493

100 N. Carson Street

Carson City, Nevada 89701-4717
(775) 684-1207

Email; gsession@ag.nv.gov
ANDREA NICHOLS

Senior Deputy Attorney General
Nevada Bar No, 6436

5420 Kietzke Lane, Suite 202
Reno, NV 89511

(775) 688-1818
anichols@ag.nv.gov

Attorneys for Defendants Nevada Department of Taxation
and Kate Marshall, State Treasurer

IN THE FIRST JUDICIAL DISTRICT COURT
OF THE STATE OF NEVADA IN AND FOR CARSON CITY

CITY OF FERNLEY, NEVADA, a Nevada ) Case No.: 12 OC 00168 1B
municipal corporation,
Dept. No.: |

Plaintiff,
V.

STATE OF NEVADA, ex rel. THE NEVADA
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
official capacity as TREASURER OF THE
STATE OF NEVADA; and DOES 1-20,
Inclusive,

MOTION TO DISMISS

et et et et Mt st Nl St et s o

Defendants.

Defendants, State of Nevada, ex rel. its Departrhent of Taxation and Kate Marshall, in
her official capacity as Treasurer of the State of Nevada, by and through counsel, Catherine
Cortez Masto, Attorney General of the Staté of Nevada, Gina Session, Chief Deputy

Attorney General, and Andrea Nichols, Senior Deputy Attorney General, move this court for

its order dismissing this action.

Case No. 66851
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This Motion is made pursuant to Rule 12(b)(5) of the Nevada Rulés of Civil Procédure
(NRCP), and is based upon the following Memorandum of Points and Authorities, together
with all other papers, pleadings and documents on file herein.

~ MEMORANDUM OF POINTS AND AUTHORITIES

. FACTS

In 1995, the Nevada Legislature adopted Senate Concurrent Resolution No. 40 (File
No. 162, Statutes of Nevada 1995, pages 3034-3036), which directed the Legislative
Commission to conduct an interim study of the laws relating to the distribution among local
governments of révenue from state and local taxes, NEVADA LEGISLATIVE COUNSEL BUREAU
BULLETIN NO. 97-5, Abstract at 3 (January 1897). The Commission appointed a
recommendation was that the 1997 Session of the Nevada Legislature consider legislatior
providing for a new formula for the distribution among the local governments within a county
of: the Basic City/County Relief Tax; Supplemental City/County Relief Tax; Tax on Liquor;
Tax on Tobacco;, Real Property Transfer Tax; and Motor Vehicle Privilege Tax. /d.
Summary of Recommendations at 1. The second recommendation was that the Legislature
consider legislation that would provide for appropriate adjustments to the bases of the
formula for revenue distribution of one or more local governments when previous functions
are taken over or no longer exist. /d. The subcommittee produced three Bill Draft Requests.
Id. at 115-181, The 1997 Session of the Nevada Legislature passed SB 254; the resulting
legislation is refetred to as the C-Tax systern.

The City of Fernley's Complaint coneerns C-Tax distributions made pursuant to NRS
377.057, 360.680 and 360.690. Plaintif's Complaint p. 3, . 3-12. In its Complaint the Gity
of Fernley alleges that it does not receive C-Tax distributions in an amount réceived by other

cities with coifiparable populations. /d. at p. 4, Il. 1-15. However, the City of Fernley's

Complaint fails to account for the setvices provided by other cities with comparable

populations, such as public safety. For example, in 2011, the City of Elko, which has a
: ' Case No. 66851
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population comparable to the City of Fernley, incuired public safety costs in the amount of
$8,294,481.00. See chart attached as Exhibit “1.” On the other hand, the City of Fernley
had no public safety costs.

Pursuant to NRS 360.740, when the City was Incorporated it could have requested
additional C-Tax revenues if it agreed to provide police protection and at least two of the
following: fire protection; construction; maintenance and repair of roads; or, parks and
recreation. The City of Fernley did not agree to provide services when it incorporated.
Further, pursuant to NRS 354.598747, the distribution received undér NRS 360.680 arid
360.690 is.recalculated if the City assumes the functions of another local government,

As previously stated one of the purposes behind thé C-Tax legislation was to provide
for appropriate adjustments to the formtla for revenue distribution to & local government that
takes over certain functions. Conspicuously absent from the City of Fernley's Complaint is
any comparison of the services and functions the City of Fernley provides in comparison to
the services and functions provided by other cities with comparable populatioris.

In its first and fifth claims for relief, the City of Fernley alleges violations of the

Fourteenth Amendment to the United States Constitution. In its second, third, and fourth

claims for relief, the City of Fernley alleges violations of the Nevada Constitution. In its sixth

and seventh claims for relief, the City of Férnley seeks declaratory and irijunctive relief based
upon alleged violations of both the United States Constitution and the Nevada Constitution.
II.  ARGUMENT
A.  The Standard of Review
Plaintiffs Complaint should be dismissed pursuant to NRCP Rule 12(b)(5), which
states in relevant part,
(b) How Presented. Every defense, in law or fact, to a claim for

relief in any pleading, whether a claim, countérélaii, cross-claim,
or third-party claim, shall be asserted in the responsive pleading

thereto if one is required, except that the following deferrsesTmay

at the option of the pleader be made by motion . . . (5) failure to

state a claim upon which relief can be granted . . .
Case No. 66851
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A complaint should be dismissed for failure to state a claim “if it appears beyond a
doubt that [plaintiff] could prove no set of facts, which, if true, would étitle it to relief.” Buzz
Stew, LLC v. City of North Las Vegas, 124 Nev. 224, 228, 181 P.3d 670, 672 (Nev. 2008).
The pleadings must be liberally construed, and all factual allegations in the tomplaint
accepted as true. Blackjack Bonding v. City of Las Vegas Municipal Court, 116 Nev. 1213,
1217, 14 P.3d 1275, 1278 (Nev. 2000).

Tax statutes such as those at issue in this case enjoy a presumption of
constitutionality. The analysis of a tax statute,

begins with the presumption of validity which tlothes statutes
eénacted by the legislature. All acts passed by the legislature are
presumed valid until the contrary is clearly established. In ¢case
of doubt, every possible presumption will be made in favor of the
consﬂtutronahty of a statute, and courts will interfere only when
the constitution i§ clearly violated, Further, the presumption of
constitutional validity places upon those attackmg a statute the
burden of making a clear showing that the statute is

ungonstitutional,

List v. Whisler, 99 Nev. 133, 137-38, 660 P.2d 104, 106 (Nev. 1983) (citations omitted).

Thus, the C-Tax system at issue here enjoys the presumption of validity. Plaintiff, the
City of Fernley, has the burden of proving & clear ‘Constitytional violation, Defendants
respectfully submit that the City of Fernley cannot meet this burden.

B.  PLAINTIFF HAS NO STANDING TO ASSERT VIOLATIONS OF THE 14™
AMENDMENT TO THE UNITED STATES CONSTITUTION

In its first claim for relief, the City of Fernley claims a violation of the equal protection
clause of the Fourteenth Amendment to the United States Constitution (“U.S. Const. amend.
XIV"). In its fifth claim for relief, thé City of Ferley claims a violation of the due process
clause of the U.S. Const. amend. XIV, However, the City of Fernley has no standing to bring
such claims against the State.

The City of Fernley is a political subdivision of the State of Nevada. NRS 41,0305,

As such the City of Féinley has only those powers delegated to it by the State. In Nevada v.

County of Douglas, 90 Nev. 272, 279-280, 524 P.2d 1271, 1276 (Nev. 1974), the Nevada
Case No. 66851
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invoke the proscriptions -of the Fourteenth Amendment in opposition to the will of its creator."

In that case Douglas County sought to challenge its allotted payment to the Tahoe Regional

Planning Agency, arguing that the Tahoe Regional Planning Compact violated both the due

process and equal protection clauses of the U.8. Const. amend. XIV, Relying on U.S.

Supreme Court precedent, the Nevada Supreme Court found that a political subdivision is

Constitution does not protect a pelitical subdivision from any action taken by the state rio
matter how injurious or oppréssive. For this reason Douglas County lacked standing to bring
a challenge to state action based upon the Fourteenth Amendmerit.

The Nevada Supreme Court relied on Hunter v. City of Pittsburgh, 207 U.S. 161
(1907). In that case Pennsylvania sought to consoclidate the cities of Allegheny and
Pittsburgh.  Plainfiffs, who were property owners in the City of Allegheny, claimed a
deprivation of property without due process of law, since the consolidation would subject
thém to the burden of additional taxes and ¢ausé a large depreciation in the value of their
property. /d. at 168 and 177. The Supreme Court explained,

Municipal corporations are political subdivisions of the state, created
as convenient agencies for exercising such of the governmental powers
of the state as may be intrusted to them, . . .Neither their charters, nor
any law conferring governmental powers, or vesting in them property to
be used for governmental purgoses, or authorizing them to hold or
manage such property, or exempting them from taxation upon it;
constitutes a contract with the state within the meaning of the Federal
Constitution. . . .Although the inhabitants and property owners may, by
such changes, suffer inconvenience, ahd their propeity may be lessened
in value by the burden of increased taxation, of for any other reason, they
havé no right, by contract or otherwise, in the unaltered or continued
existence of the corporation or its powers, and there is nothing in the
Federal Constitution which protects them from these Injurious
consequences. The power is in the staté, and those who legislate for the
state are alone responsible for any unjust or oppressive exercise of it.

Id. at 178-79.
Anather case relied on by the Nevada Supreme Court was Williams v. Baltimore, 289

U.S. 36 (1933). Iri that case Maryland eriacted a law exempting the Wastiington, Baltimore

and Annapolis Electric Railroad Company from all State taxes and charges. /d, at 38, The
Case No. 66851
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of the Fourteenth Amendment. /d. at 39. The Supreme Court ruled against the city, stating;,
“A ‘municipal corporation; created by a state for the better ordering of govérnment, has no
privileges or immunities under the Federal Constitution which it may invoke in opposition to
the will of its creator.”

Hére the City of Fernley is a municipal corporation and a political subdivision of the
State of Nevada. The City has no powers other than those grantéd to it by the State. It has
ne right;s under the Federal Constitution as against the State. Thus, Plaintiff, the City of

amend. XIV. Accordingly, dismissal of Plaintiff's First and Fifth claims for relief is v’,var‘rar‘1’c€e'ci.‘2

C.  PLAINTIFF’S COMPLAINT FAILS TO STATE A CLAIM FOR VIOLATION OF
THE SEPARATION OF POWERS CLAUSE OF THE NEVADA CONSTITUTION.

In its second claim for relief, the City of Fernley allege.s;a.violation of the Separation of
Powers Clause of the Nevada Constitution. The City of Fernley alleges, “[Tlhe C-Tax
system, which is administered by the executive branch of the state government, is set up so
that the legislative authority over the C-Tax system Is abdicated to and exercised by the
executive branch of state government.” Complaint p. 6, Il. 12:14. Yet the City of Fernley
admits that the C-Tax system is not designed to allow the Department to make any
| meaningful adjustments. /d. at p: 4, Il. 16-21. Here, the Jegislature passed a tax law, the
Department of Taxation and the Treasurer are simply peiforming their duties to execute the
law as required by the Nevada Constitution. Thus, there is no violation of the separatiori of
poweérs clause.

Art. 3. § 1 of the Nevada Gonstitution states; “[T]he powers 6f the Government 6f the
State of Nevada shall be divided into three separate departments,—the Legislative,—the
Executive and the Judigial, and no persons charged with the exercise of powers properly

belonging to one of these departments shall exercise ahy functions, appertaining to either of

the others, except in the cases expressly difécted of permitted in this constitution.” Article 4

2 The Gity of Fernley's claimed violation of the United States Constitiition is al$6 precluded%?rsﬁ'uls\TBrlﬁé%%
articulated in Madera v. SIS, 114 Nev. 253, 956 P.2d 117 (Nev. 1998).
6
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of the Nevada Constitution details the powers of the legislative department which include
efiacting laws. Nev.Const. Art. 4. § 23. Atticle 5 of the Nevada Constitution details the
powers of the executive department which include the responsibility for execution of laws.
| Nev.Const. Art. 5. § 7. The Treasurer is also charged with performing such other duties as
may be prescribed by law. Nev.Const. Art. 5. § 22. In 1997, the legislature enacted SB 254
which gavé us the C-Tax system the City of Fernley complains of. The statutes at issue
provide specific-formula for the calculation of taxes to be distributed to local governments.

In State of Nevada ex rel. Brennan v. Bowman, 89 Nev. 330, 512 P.2d 1321 (Nev.
1 1973), the Nevada Supreme Court considered a challenge to a revenue bond law enacted
by Clark County. The Nevada Supreme Court found that the law did not unlawfully delegate
legistative authority in contravention of Nev.Const, Art. 3 § 1 because adequate standards
weré specified in the law, the purpose was stated with particularity, and the legislative guides
were clear for the counties to follow. /d. at 334, 1823. Similarly, in Cily of Las Vegas v.
Mack, 87 Nev. 105, 481 P.2d 396 (Nev. 1971), a shop-owner argued that the County-City
Relief Tax law unconstitutionally delegated the legislative power to impose a tax to boards of
county commissioners. The Nevada Supreme Court ‘again found no constitutional violation
because the statute left nothing to the discretion of the county commissioners. /d. at 109,
398.

In this case the C-Tax allocations; codified at NRS 377.057, 360.680 and 360.690,
provide clear direction to the Department of Taxation in the calculation of taxes to be
distributed to local governments. The City of Fernley's Complaint fails to allege that eithéer
the Department or the Treasurer have done anything otherthan execute the laws enacted by
the Legislature. Further, in its Complaint, the City of Fernley admits that thé C-Tax system is
not designed to allow the Departmerit to make any meaningful adjustments. /d. at p. 4, Il.

16-21, Thus, the statute is clear and leaves nothing to the discfetion of the Depanment of

Taxatioh or the Treasurer.

In compliance with the Nevada Constitution, the legislature enacted a statute and the
Case No. 66851

execttive branch is éxecuting the statute. The City of Fernley has failed to state\a claim &7
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violation of the Separation of Powers Clause of the Nevada Constitution. Accordingly,
dismissal of Plaintiff's second ¢claim for relief is warranted.

D. PLAINTIFF'S COMPLAINT FAILS TO STATE A CLAIM FOR VIOLATION OF
ARTICLE 4 SECTION 20 OF THE NEVADA CONSTITUTION,

In its third claim for relief, the City of Fernley alleges that, “"as administered by
Defendants, the C-Tax system opérates as a local or special law with respect to Fernley, by
treating Fernley significantly differently for tax collection and distribution purposes than other
local goveinments.” Complaint, p. 7, Il. 8-8. The City claims that Fernley and its residents
are net exporters of tax revenues into the C-Tax system and receive substantially less in C-
Tax distributions than are submitted in C-Tax collections. /d, at Il. 4-5. The City of Fernley’s
argument fails to take into account the fact that taxes from the City of Fernley are distributed
to Lyor County, and Lyon Gounty-provides sérvices, such as law enforcement, for the entire
County which ineludes the City of Fernley. If the City of Fernley would agree to assume
some government functions currently performed by the. County, the City of Femley could
seek additional distributions of C-Tax.

Art. 4. § 20 of the Nevada Constitution states in relevant part, “[T]he legislature shall
not pass local or special laws in any of the following enumerated cases-that is to say: . . .For
the assessment and collection of taxes for state, county, and township purposes.” The tax
statutes at issue in this case do not violate Art. 4 ‘§ 20 for two reasons. First, the
constitutional provision at issue applies to assessment and collection of taxes; it does not
apply to the disbursement of taxes. Second, the C-Tax system is not a special law either on
its face or as applied to the City of Fernley.

Nevada cases discussing the assessment and collection of taxes for purposes of Art.
4 § 20 primarily concemn legislation directing counties to levy taxes for particular local

puiposes. Gibson v. Mason, 5 Nev. 283 (Nev. 1869) concerned legislation directing Ormsby

County to issue bonds to the Virginia and Truckee Railroad Co., and to levy a tax for the

ifiterest on and redemption of those bonds. The Nevada Supreme Court explained,
Case No. 66851
JA 48
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By this provision it was evidently intended simply to inhibit
local or special laws, respecting or regulating the manher or
mode of assessing and collecting taxes.

Assessment, as used in this section, evidently has reference
to the duties of the subordinate officer, known under our laws as
an Assessor, whose duty it is to ascertain the value of the taxable
property, and determine the exact amount which each parcel or
individual is liable for. The word “for,” too, must mean--with
respect to, or with regard to, which is a definition given fo it by
lexicographers--and thus the language of the section will read.
With respect to or regard to the assessment and collection of
taxes for State, county, and township purposes, The law under
considération, however, cohtains no provision whatever
respecting the assessment or collection of the tax complained of,
in the sense in which those words are employed in the
Constitution. It simply directs the levy of the tax, and in no way
regulates the manner in which the proportion of each person is to
be ascertained that is assessed; but this, and the method of
collecting, is left to be governed by the genéral revenue law.

It clearly could not have been intended by the framers of the
Constitution to require a general law for the levy of a tax for a
special purpose in a county. As in a case of this Kird, when no
county but that of Ormsby is required to levy a tax, and this for &
special purpose, and the amount to be levied is necessarily fixed-
-how could a geneéral law bé énacted to meét the necessities of
the case, without requiring all the counties of the ‘State to levy a
like tax? )t could not, with the construction which counsel for
respondent place upon this section.

We are clearly of opinion that the constitutional provision
simiply prohibits special legislation regulating those acts which the
asséssors and collectors of taxes generally perform, and which
are denominatéd "assessment” and “collection of taxes,” and that
it does not inhibit the Legislature from authorizing or directing the
Gounty Commissioners from levying a special tax by the passage
of a local law.

Id. at 14,
This principle was relied on in Washoe Courity Water Conservation Dist. v. Beemer, 56

Nev. 104, 107, 45 P.2d 779, 782 (Nev. 1935) (finding legislation requiring Washoe County to
issue bonds and levy a tax for payment thereof to pay for improvements along the Truckee

River, "was not a law for the assessment and collection of taxes, as those words are used in

said section 20."); Cauble v. Beeirier, 64 Név. 77, 87, 177 P.2d 677, 682 (Nev. 1947) (finding
legislation requiring Washoe County to issue borids and levy a tax to pay such bonds for

improvements to Washoe General Hospital clearly, “is not a law for the as%éfssesﬁ\oerﬁfj%}i
9
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collection of taxes, as those words are used in Sec. 20, Art. IV of the Constitution of the
State of Nevada.”); and, City of Reno v. County of Washoe, 94 Nev. 327, 335, 580 P.2d 460,
465 (Nev. 1978) (upholding Washoe County Airport Authority power to levy and collect
taxes, and to fix a rate of levy, subject to the approval of Washoe County).

Plaintiff's Complaint concérng tax revenue comprised of six (6) taxes collected in
Nevada. The taxes are consolidated by the Department and distributed by the Treasurer.
Complaint, p. 2, Il. 17-25. Plaintiff's Complaint does net, however, challenge the assessment
and collection of these taxes. Rather, the City Fernley challenges the distributions made to
counties, local governments and special districts. The City of Fernley claims it, "has been
rebuffed in its efforts to obtain a larger share of the distiibution to Lyon County.” /d. at p. 4,
i 22-23. Plaintjff further alleges its, “inability to obtain any adjustmerit to its C-Tax
distribution severely limits Ferhley’s ability to operate and plan for its future.” /d. at p: 5, Il. 1-
2. Since the City of Fernley’s challenge concerns the distribution of taxes rather than the
assessment and collection of taxes, Nev.Const. Art. [V, § 20 is not implicated.

Even if Plaintiff's Complaint concerned the assessment and collection of taxes, the
legisiation at issue is not a special or local law because it is applied to Fernley in the same
manner as any other city incorporated after its passage. In Nevada v. Inwifi, 5 Nev. 111, 6
(Nev. 1869), the Nevada Supreme Court explained that general laws, “are those which relate
to or bind all within the jurisdiction of the law-making power, limited -as that power may be in
its territorial operations, or by constitutional restraints. Private or special statutes relate to
certain individuals or particular classes of men.” The C-Tax systemi is not a statute that
relates only to the City of Fernley. The C-Tax system is applied throughout the State of
Nevada.

In Damus v. County of Clark, 93 Nev. 512, 569 P.2d 933 (Nev. 1977), the Plaintiff

argued that a law allowing any county with a population in excess of 200,000 to issue special

obligation bonds violated Nev.Const. Art. IV, § 20 because it only af)plied {o Clark Courity.

The Court first noted that, "every act passed by the legislature Is presumed to be
Case No. 66851
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Clark Courity is of no consequence, for if there were others, the statute would then also
apply. It therefore conforms to the constitutional mandates that there shall be no local or
special laws, and that general laws shall have uniform operation. /d. at 518, 936 (citations
omitted).

Hers, the statutes at issue are not unconstitutional because. the C-Tax laws apply the
same way to all local governments. The City of Fernley alleges that it is the only municipality
to incorporate in Nevada since the C-Tax system was implemented in 1997. But there is no
allegation and no facts tending to show that the law would apply differently to any othar
municipality that incorporated after 1897 .

The City of Fernley has the burden to demonstrate that the law is unconstitutional.
Nev.Const. Art. 1V, § 20 is ot implicated since thie City of Fernley’s challenge concerns the
distribution of taxes and not the assessment and collection of taxes. Everi if Nev.Corist. Art.
IV, § 20 Is applicable, there are siniply no facts that would tend to show that the C-Tax is a
special law with respect to the City of Fernléy bécause theé legislation is equally applicable to
all local governiments, Accordingly, dismissal of Plaintiff's third claim for relief is also
warranted.

E. PLAINTIFF’'S COMPLAINT FAILS TO STATE A GLAIM FOR VIOLATION OF
ARTICLE 4 SECTION 21 OF THE NEVADA CONSTITUTION.

I its fourth claim for relief, the City of Femnley claims the C-Tax system violates
Nev.Const. Art. IV, § 21, which states, ‘[l]n all casés enumerated in the preceding section,
and in all 6ther cases where a general law can be made applicable; all iaws shall be general
and of uniform operation throughout the Staté.” As a general rule; if a statute is either a
spedial or local law or both, and comes within one or more of the cases enumerated in
Nev.Const. Art. 1V, § 20, such statute is uniconstitutional; if the statute is special or local or

both, but does not-come within any of the cases enumerated in Nev,Const. Art. IV, § 20, théen

its constitutionality depends upon whether 4 general law can be made applicable. Damus v.
Clark County, 93 Nev, 512, 517, 569 P.2d 933, 936 (Nev. 1977).

’ Case No. 66851
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As set forth more fully above, the C-Tax is not a special law with respect to the City of -
Fernley because the legislation is applied the same way to all local governments. The City
of Fernley receives smaller C-Tax distributions than other cities with similar sized
populations because tfie City of Fernley does not provide similar 'services and functions.

Even if this Court determines that the C-Tax jaws at issue are local or special, the
laws are still permissible if a general law cannot be madé applicable. In making this
determination the Court looks 16 whether the challenged law best serves the interests of the
people of the state, or such class or portion as the legislation is intended to affect, and such
legislation will be upheld where general legislation is insufficient to meet the particular needs
of a particular situation. Clean Water Coalition v. The M Resort, LLC, 255 P.3d 247, 259
(Nev. 2011).

Here, the clear purpose of the C-Tax is to distribute State revenue to government

entities that provide needed services such as law enforcement and fire protection. Clearly,

such legislation serves the best interests of the people of the State of Nevada. Accordingly,

even if the C-Tax legislation is found to be special of local legislation, it must be upheld since
a general law cannot be made applicable for purposes of Nev.Const. Art. IV, § 21, For these
reasons, the City of Fernley's fourth elaim for relief must also be dismissed.

E.  PLAINTIFF iS NOT ENTITLED TO DECLARATORY RELIEF.

In its sixth claim for relief, the City of Fernley requests, "declarations from the Court to
resolve their regpective rights under the United States and Nevada Constitutions.” |
Complaint, p. 9, Il. 24-26. Nevada's Declaratory Judgrient Act is set forth in NRS Chapter
30. The act allows a person whose rights, status or legal relations are affectéd to ask the
Court to determine a question of onstruction or validity arising under an insttument, statute,

ofdinance, contract, will, trust, or the like. NRS 30.040. Defendants have no objéction to the

Gourt making declarations concerning the construction and validity of Nevada's C-Tax

system. However, Defendants respectfully -assert that any such declaration should find that

the C-Tax is not unconstitutional under either the United States of Neévada Constitutions.
Case No. 66851
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G. PLAINTIFF IS NOT ENTITLED TO {NJUNCTIVE RELIEF.
Ih its seventh claim for relief, the City of Fernley -seeks an injunction preventing
Defendants from making distributions under Nevada's C-Tax system. Comiplaint, p. 10, Il

17-20. The cases in which an injunction may be granted are set foith in NRS 33.010 which

states,
An injunction may be granted in the following caseés: '
1. When it shall appear by the complaint that the plaintiff is
entitled to the relief demandéd, and such relief or any part théreof
consists in restraining the gommission or continuance of the act
complained of, either for a limited period or perpetually. ,
2. When it shall appéar by the complaint or affidavit that the
commission or continuance of same act, during the litigation,
would produce great of irrepatable injury to the plaintiff.
3. When it shall appear, during the litigation, that the defendant is
doing or threatens, or is about to do, or is procuring of suffering to
be done, some act in violation of the plaintiff's rights respecting
the subject of the action, and tending to render the judgment
ineffectual.

Defendants respectfully »§ubmit that this is not such a case. Accordingly, dismissal of
the City of Fernley's seventh claim for relief is alse warranted.

1R CONCLUSION
In light of the foregoing, Defendants, State of Nevada, ex rel. its Department of
Taxatior and Kate Marshall, in her official capacity as Treasurer of the State of Nevada,
respectiully request that this Court enter its order dismissing Plaintiff's ¢laims against them.
DATED this&_tﬁ_ fd _day of August, 2012..
CATHERINE GORTEZ MASTO
Attorney General
)
ANDREA NICHOLS ~
‘Senior Deputy Attorney General
Nevada Bar No. 6436 ,
5420 Kietzke Lane, Suite 202
Reno, NV 89511
(775) 688-1818

By:

Attorneys for Defendants.”
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CERTIFICATE OF SERVICE

| hereby certify that | am an ‘?mplo‘yee of the Office of the Attorney General of the
N ,
State of Nevada and that on thisb@y of August, 2012, | served a copy of the foregoing
MOTION TO DISMISS, by mailing a true copy, postage prepaid, to:

Joshua Hicks, Esq.

Clark Vellis, Esq.

Sean Lyttle, Esq. _

Brownstein Hyatt Farber Schreck, LLP
9210 Prototype Drive, Suite 250
Reno, NV 89521

Brandi Jensen, Fernley City Attorney
Office of the City Attorney

595 Silver Lace Blvd.

Fernley, NV 89408

Courtgsy copy to:

Kevin Powers, Esq.
Legislative Counsel Bureau
401 S. Carson Street
Carson City, NV 89701

An EMployée ofthe Office
of the Attarney General
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