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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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City of Fernley v. State of Nevada et al., Case No. 66851
Volume Document Filed By Date Bates
Number Stamp
Number
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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Number Stamp
Number

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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Number
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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" THE STATE OF NEVADA; and DOES 1-20, - RE

o,
~,
',

BRENDA J. ERDOES, Legislative Counsel

KEVIN C. POWERS, Chief L1t1gat10n Counsel

Nevada Bar No. 6781 - ,
J. DANIEL YU, Principal Deputy Leglsl ative Counsel
Nevada Bar No. 10806 S .
LEGISLATIVE COUNSEL BUREAU, LEGAL Division

401 S. Carson Street

Carson City, NV 89701

Tel: (775) 684-6830; Fax: (775) 684- 6761

kpowers @]cb.state.nv.us; Dan. Yu@Ich.state.nv.us
Attomeys for Defendant Legzsl(zture of the State of Nevada

- IN THE FIRST .]UDICIAL DISTRICT COURT OF THE STATE OF NEVADA - -
' "IN AND FOR CARSON CITY

CITY OF FERNLEY, NEVADA a
Nevada munic¢ipal corporatlon,

| Plaintiff, |- ‘Case No. 12 OC 0016818
- . Dept. No. 1 .
V8. .

STATE OF NEVADA ex 1él. THE NEVADA
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her

official capacity as TREASURER OF THE

STATE OF NEVADA; THE LEGISLATURFE OF .

inclusive, '
Defendants.

-+ DEFENDANT NEVADA LEGISLATURE’S RESPONSE
TO PLAINTIFE’S FIRST REQUEST FOR ADMISSIONS (Nos. 1-36)

- Defendant the Legislature ef the S'tate of-Nevada (Léfgislature), by and through. its counsel the
Lega] D1V1s1on of the Legislative. Counsel Bureau under NRS 21 81720, hereby submits the followmg

Response to Plamtlff ] FB'SE Request for, Adessmns (Nos. 1—36) (First Request) pursuant to NRCP 36:

-1~
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18.  REQUEST FOR ADMISSION NO. 18: Please admit that SB 254 required that when a

new local govermnental entity was formed the distribution of C-Tax to that entity was based upon the
service levol needs of its citizens. '

RES_PONSE: Objection. 'This request calls for a legal ponolpsion as to the. statutory
requirements set‘forth m SB 254. This reqoest is also irrelevar‘lt- Additionally, the legislative history of -
SB 254 available as pubhc records and provmusly disclosed by the Leglslaturo in its pleadmgs, speaks
for 1tse}f Therefore, the Leglslature does not admit nor deny. )

19. REQUEST FOR ADMISSION NO 19:. Please admit fhat, as enacted SB 254 does not

restrict the way m which local govemmental entities may utilize C—Tax Tevenues.
| RESPONSE Objecnon This request calls for a legal conc{usmn as to the statu éory
requirements set forth in SB 254.- The legislative histo-r'y of SB 254, availablo as public records and
previously disclosed by .the Legislature in its pleadings, spoaks for itself. This reouest is aiso irrelevant.
Therefore, the Legislafiire does noé admit nor de_n'y. '
20.  REC QUEST_ FOR ADMISSION NO. 20: Please admit t};at C;Ta).( revenues, under Nevada
law, may be used for.gene_ral operating expenses by local governmeﬁta] entities:

RESPONSE: -Objecﬁon. 'i‘his request caﬂs for a legal conclusion as to the proper use of C-

Tax revenues pursuant to applzcable statutes. " The plain language, of the refevant statutes speaks for

itself. Therefore the-Legislature does not adrmt nor deny.

21. REOUEST FOR ADMISSION NO. 21: Please admit that Femley, Nevada was

incorporated as a N evada municipality in 2001.

[

REQUEST: Based-on information known to the Législature, ‘the Legislature responds as

follows Adm1t

22 Q ST FOR ADMISSION NO. 22 Please admit that Fernley, Nevada is the only

mummpahty to mcorporate in'Nevada since the enactment of SB 254,

9. ]
Case No

JA
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RESPONSE The Legislature 1 is not aware of any other mumclpahty in Nevada that has

mcorporated since the passage of SB 254 and therefore the Legislature responds as follows Admit.

23. REQUEST .FOR ADMISSION NO. 23: Please admit that C-Tax dlstnbutlons aré not
related to the'provision of any particular category or type‘of expense by a local governtnental entity.
i{ESPONSE: Objection. This request calls for a legal conclusion, The pfain language of

the relevant statutes speaks for itself. This request is also relevant, Subject to and without waiver of

the objections, the Legislature' respond_s as follows: Deny.

REQUEST FOR ADMISSION NO. 24: Please admit that the distribution of C-Tax

revenue is not contingent upon the provision of any partlcular service by a local govemmental entity.
RESPONSE- Ob_]BCtIOI'l Thls request calls for a Iegal conclusion. The plain language of
the reIevant statutes- speaks for itself. . This request 1s also 1rrelevant Subject to and without waiver of

the obJecuons the Leglslature responds as follows: Deny.

25. REQUEST FOR ADMISSION NO 2 : Please adm1t that Tocal governments have the

| discretion to use C Tax revenue for Pubhc Safety but are not obhgated to do so.

RESPONSE Objection. This request calls for a Iegal conelusmn The plain Ianguage of

the relevant statutes speaks for itself, Thxs request is also 1rrelevant Therefore, the Legislature does not

admit or deny._

26, ‘REQUEST FOR ADMISSION NO. 26: Please admit that, prior to the enactment of SB
254, the .Legislature did not conduct 2 study to examine whether or not the prior formula for revenue
distribution was adequate for the services provided by local govemment-entities at that time.

RESPONSE:- Objection. This request seeks information protected byllegislatit/e privilege

and imfnunity and the deliberative process ‘privilege. This request is-also irrelevant. -Additionally, this |

request is vague amb1guous and overly broad with respect to the term adequate " Finally, the

|1 legislative hlstory of prev1ous ]egtslanve sessions leadmg to the passage of SB 254 is ayailable as public

-10-
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IN THE FIRST JUDICIAL DISTRICT COURT
OF THE STATE OF NEVADA
IN AND FOR THE COUNTY OF CARSON CITY

—o0o~
CITY OF FERNIEY, NEVADA N
a Nevada municif)al corp(,)ration, @@E‘{EEFEED COPY
Plaintiff, Case No. 12 OC 00168 1B
Vs, Dept. No. I

STATE OF NEVADA ex rel. THE
NEVADA DEPARTMENT OF TAXATION;
THE, HONORABLE KATE MARSHALIL,
in her official capacity as
TREASURER of the STATE OF
NEVADZ; and DOES 1-20,
inclusive,

Defendants.

Pages 1 to 153, inclusive.

DEPOSITION OF MARIAN HENDERSON

Wednesday, November 13, 2013
Carson City, Nevada

REPORTED BY: CHRISTINA AMUNDSON
CCR #641 (Nevada)

CSR #11883 (California—

MOLEZZO REPORTERS - '775.322.3334 Cﬁerf?%g
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and think?

A No.

Q All right.

(Deposition Exhibit 1 marked for

identification.)
BY MR. VELLIS:

Q I'm showing you what's been marked as Exhibit 1.
It's the Amended Notice of Deposition of the Person Most
Knowledgable of the Nevada Department of Taxation. And
you ﬁnderstand that you've been designated as that person,
correct?

A Yes.

@) All right. Now, I want you to look at the last
page, which is Attachment A, and it has the subject
matter. I want to go through these with you a little bit
to determine your role in this.

Number one says "The local government tax
distribution account, or C-Tax system, in the collection
and distribution of taxes created pursuant to and defined
by NRS 360.660." Do you see that?

A Yes.

o) Are you the person most knowledgeable regarding

that topic?
[ N S P 1

A I'm not sure I agree with the NRS—eite—butr—yess

I am the person most knowledgeable on the topic.

MOLEZZO REPORTERS - 775.322.3334 %ﬁeNQfggy
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A Yes, I have.
0 Are you the person most knowledgable about the
factual basis that supports those affirmative defenses ——
MS. NICHOLS: Objection.
BY MR. VELLIS:
Q —— at the Department of Taxation?
MS. NICHOLS: C(bjection. Calls for a legal

conclusion, but you can answer.

THE WITNESS: Yes, I believe I am.

BY MR. VELLIS:
Q Okay. And.then the last category is "Any and

all communication between you" —-- the Department of
Taxation — "and the City of Fernley incorporation
committee.”

A That would be Terry Rubald.
- Q Okay. And who exactly is Terry Rubald?
A She is the Deputy Executive Director of Local
Government Services for the Department of Taxation.
Q Okay. Let me ask you: So the categories I've
marked down that you have knowledge about or you're the
person most knowledgeable and can speak for the Department |

of Taxation is No. 1, partially No. 4, partially No. 5,

No. 7, No. 10, No. 11 and No. 13 and No. 8.

(Witness reviewing document.)

BY MR. VELLIS:

MOLEZZO REPORTERS -~ 775.322.3334 ﬂ%eNde%?
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0 Correct?
A Yes.
0 Okay. Now, I asked you on the first one and

I'11 now follow-up on the rest of these. Regarding
Category No. 4 for the partial information that you'may
have on that, did you do anything to prepare for your
testimony today to answer questions about Category No. 47
No.

Q Okay. Didn't talk to anybody?

A No.
Q Didn't look at any documents?
A Not —— not specifically to prepare.

Q Okay. So what you're testifying from is just
your general knowledge that you have?

A Yes.

0 No. 5, the same thing, did you do anything to
prepare for the deposition today in order to answer
questions regarding Category No. 5?

A No, I did not.

Q All right. Didn't talk to anybody, didn't look
at documents, didn't do anything special to get

information so that you could respond to questions on

Category 57

A No.
Q Okay. No. 7, the same. Did you do anything to

MOIEZZ0O REPORTERS — 775.322.3334 CaseNo?é%&éSGl
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(Discussion off the record.)
BY MR. VELLIS:
0 What's your job title, ma'am?
A Management Analyst II.

0 What do you do in that position? What are your
functions?

A Primarily I prepare the. distribution for
consolidated tax and for a number of other smaller taxes.
I'm also responsible for compiling statistical information
for the Department.

0 What kind of statistical information?

A Tax distributions, -some revenue projections, the
department's annual report.

9 And are the tax distributions related to C-Tax
distributions?

A C-Tax is a portion of that.

o) Okay. And do the revenue projections have
anything to do with the C-Tax?

A Yes, the portion that I prepare is all C-Tax..
On the revenue projections?

Yes.
Okay.

I prepare one section of a larger report.

2 O e

o] Okay. And what section of that targer—report—do

you prepare?
MOLEZZO REPORTERS — 775.322.3334 %ieN&G !
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A Consolidated tax.

Q Okay. And what's the larger report that we're
talking about?

A The annual revenue projections to local
governments.

9) Okay. BAny other statistical information that
you prepare other than the tax distributions and the
revenue projections?

A Yes.

O  Okay. What?

A We track tax distribgtions by county, by tax
type, by tax component.

Q By county, tax type —-

A Uh-huh.

Q -— and component?

A And component.

Q When you say "component," what do you mean?
A Well, the consolidated tax has six components

that are distributed together.
Q Okay. And when you say "tax type,” what do you

mean?
A Tax type 1s sales tax, other tobacco products,

net proceeds of mining.

0 Okay. And do those have anythimgto dowtth

C~-Tax"?

Case No. 66351
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deal with
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A

The sales tax does.

Okay.

Real property transfer tax.

Right.

Cigarette excise tax and liquor excise tax.
Okay. Are there any other tax types that you
that don't have anything to do with C-Tax?
Yes.

What?

Net proceeds of minerals centrally assessed.
Okay.

And all of the excise taxes, with the exception

of cigarette and liquor.

0 Okay. And you say you track these tax
distributions.

A Uh-huh.

0 How do you track them?

A In spreadsheets.

0 Okay. But, I mean, where do you get the

information from to track them?

A

Tt comes from various sources and reports within

the Department.

Q Okay. Which ones?
A Which tax?
Q That's a good point. I was going to ask you, In

— _ N Case No. 66861
MOLEZZO REPORTERS ~ 775.322.3334 ase No. 7483
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relation to C-Tax, where do you get the information from
for the spreadsheets?

A The cigarette and liquor excise tax information
comes from our tax distribution system. We call it "TAS,"
Tax Administration System, our computer system, T-A-S.

Q Okay;

A And it also comes from cigarette and liquor
exclise tax examiners.

0 And who are the examiners?

A The Department staff.

Q Okay: Do you know who any of them are, their
names?

A Yes, I do.

Q Who are they?

THE WITNESS: Do I have to provide that?

MS. NICHOLS: Yes. They have to state
employees.

THE WITNESS: Okay. For cigarette and liquor?
BY MR. VELLIS:

Q Yes.

A Brandy Delaney, Claudia Olivares and for liquor
is Brian Deem.

@) D—e—-e—m.

A And Nancy Ravert.
0 Can you spell the last name?

i , Case No. 66%5
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A R-a—v, like "Victor;" e-r—t.

0 Okay. And that's where you get the information
for the cigarette tax, correct?

A I get information from the tax examiners and I
also get reports from the TAS system.

Q Right. For the other taxes in the C-Tax systemn,
where do you get the information that you use for the
spreadsheets?

A Real property transfer tax, RPTT. Is it okay to |
use abbreviations. |

Q  As long as you tell me what it is first, yeah.

A Okay. The RPIT comes from county treasureis, is
reported to the state controller and then that information
is disseminated to the Department by the controller's.
office.

Q Okay. Anything else?

Y Basic Government Services Tax, GST, comes from
Department of Motor Vehicles. I receive a monthly report
with the breakdown by county and it —— Government Services
Tax has several distributions. I only distribute the
portion that goes to counties;, so they itemize that for

me.
0 Okay. Now, the GST, you said that came from a

report. What was the report that it comes Trom:

A The one from DMV?

MOLEZZO REPORTFRS ~ 775.322.3334 %ﬁeN‘)-f? .
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Q DMV, yes. What kind of report is that?

A Actually, it's an 18-page report, one page for
each county and one page for Boulder City that itemizes
out the tax received, the percentages that they apply per
statute and the dollar amounts that are distributed.

Q Okay. Now, what was the other taxes that you
handle? |

A So RBTT, GST --

Q Cigarettes?

A —— cilgarettes, liquor, and —— oh, sales tax.
Q Okay.
A So sales tax has two combonentS'that distribute

a portion to C-Tax and that's Basic City, County Relief

Tax, BCCRT.
Q Okay.
A And Supplemental City, County Relief Tax, SCCRT.
Q And where do you get the information for those?
A That information comes out of our TAS system.
Q Okay. What is the TAS system again?
A It's a computer system that processes tag
returns.
Q And it keeps information on collection of taxes

in the six categories that make up the C-Tax?

A No, not on all six categories.

Q Just some? ‘
MOLEZZO REPORTERS - 775.322.3334 %j€N°f§%§
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A The sales tax, SCCRT, BCCRT, liquor tax and a
portion of cigarette excise tax.

Q Okay.

A Cigarette excise tax has two components. It
tracks the permit fees.

Q Okay. Now, the sales tax, you get information
related —— I think you said to the county -- is that
correct? — from the counties?

A No. That's RPTT comes from the counties.

0 The sales tax, what kind of information do you
get?

A By county I get information on taxes, penalty
and interest and fees that are collected. 1T also get a
breakdown of what percentage of sales —— or what amount of
sales are from instate cdmpanies and what amount of sales
came from out-of-state companies.

0 Okay.

A I get taxable sales statistics, which is the
amount of sales that take place in each county by
category, and the categories are called the "NAICS," North
American Industrial Classification System.

Q Do you ever get sales tax information by cities?

No.

A
0 Could you get that?
A

No.
(CCase No. 6 1
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say the SB-254 Committee, but I'm not sure if that's what
they were officially called —-

Q Okay.

A — that gathered a lot of data on the different
tax types, looked at the history of the amount that each
one of these local governments had been receiving, and

determined the base amounts on those factors.

Their goal was to make the first year revenue

neutral so most of the counties got approximately the same

amount of distribution from those six tax types in fiscal

1999 as they did in fiscal '97 and '98.

Q So the status quo?

A Yes.

Q Okay. 8o the participants that were in it —- in
the system prior to the C-Tax, and then after the C-Tax
the same groups got basically the status quo, the same
amount that they got?

A Yes. The same proportion.

o) Okay. Now, how about the local entities, the
enterprise groups and local governments?

A Well —-

0 Is there a percentage that sets their base as

well, just like the counties, or how does that work?

A Enterprise districts receive a fIat amount eacit

year that we just divide by 12 and they get the same

Case No. 6 1
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A Yes. It was revenue neutral from the two prior
fiscal years.

Q So it's the same thing. The towns and cities
that came into the system had a previous kind of base
amount that they were using from the two years prior to
the C-Tax and that amount was used to establish their base
amount under the C-Tax.

A In general, yes.

Q Okay. So it was the status quo, the same thing
again, correct?

A Yes.

Q Okay. And in setting these base amounts, you
said there's a percentage that they use to éet the base
amount. Is that what you said?

A No.

@) All right. Explain to me what the base amount
for a local town or city is.

A Was basically revenue neutral from the prior two
fiscal years. The percentage is when we put all of those
counties, cities, towns and special districts and their
base amount, we add that up to get the whole and then each
orie of those gets a percentage of the whole.

Q Okay. And how did you figure out for a

> roamanl Al AesA D

particular town or city what percentage they—werde—gets

What was the criteria that was used?

MOLEZZO REPORTERS — 775.322.3334 CTase No. 16%?51
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MS. NICHOLS: Objection. Assumes facts.
BY MR. VELLIS:

Q You can tell me if I'm wrong. Was there a
criteria to determine what the percentage was for a
particular town or city that it would get out.of the
whole?

A No. No percentages were determined.

Q All right. Then how did you take the whole and
figure out for a particular town, Las Vegas, how much it
would get out of the whole?

A Tt was basically revenue neutral from the two
prior fiscal years.

Q Okay. So whatever they got before, they got
again?

A Yes.

0 Okay. And did the base that they got under this
neutral system go on into the future as to something they
would always get?

A Tt's re-determined each year and adjusted by
consumer price index.

Q So it goes up?

A Yes.

Q So they always have kind of a flat line base
that they established the first time they uwere in the

C-Tax and they get that amount. It's based on the prior

MOLEZZ0O REPORTERS - 775.322.3334 Case No.16_'lé%%61
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couple years and then it goes up under the CPI?
A In general, yes.
Q Okay. There's an excess component that's paid

into these groups as well.

A Yes.
O Where does that come from?
A That is any money that is received in that

county bucket that's above the amount of their total base

distribution —-
0 The county's base?
A —— each month.
Q The county's base distribution?
A As a whole.
Q Okay. And how does that happen?

A Depending on where the base distribution is set, .
if they collect more than that monthly basis amount, then
it goes into a -different formula, the excess distribution.

Q All right. Does the county base change year to
year or is it a static number subject to the CPI change?

A I'm not sure I understand the question.

Q Okay. You said the county comes in and gets
their bucket, get their number, and it's revenue neutral

from the two prior years and it's their base number that

they get, correct?

A That they got in 1999.

Case No. 66391
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A Yes.

0 Okay. So if my base is $100 and I get an
increase to $104, next year's base is $104°?

A Yes.

0 And then the CPI would then be calculated on
that as well?

A Correct.

Q Now, here's the other gquestion: So now I've got
my base that's $100. I get my CPI that's $4, so $104, and
I get an excess of $10.

A Uh-huh.

Q So now I have $114 for one year, right?

A Correct.

Q Okay. When I do the next year's calculations,
is my base now $1147?

A No.

Q Okay. What happens—-

A Your base is still $104.

@) So the excess doesn't roll into the base for the
following year?

A  Up until fiscal year 'l5, the base did not roll
into —— oh, that's not true.

Q Well, don't tell me something not true. My God.

A We just had a change in statute.__So starting in

fiscal '15, the excess amount will roll into the base and

MOLEZZO REPORTERS - 775.322.3334 C%eNQfé%%
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be calculated for the base amount. But in the past it did
not. Although, in '99 to —— I believe it was fiscal

2002 —- the base did roll —- or the excess did roll into
the base. And then there was a change to the statute so
that we used only the prior year's base to calculate the
next year's base.

Q And what year was it that that changed?

A I believe it was fiscal 2002.

Q Okay. So prior to that, the excess did not roll
into the base?

A No. The excess did roll into the base until...

0 Okay. And then 2002 the excess now does not
roll into the base?

A Correct.

@) So my example prior to 2002, when I add my $100
base and my $4 CPI and then $10 excess, prior to 2002 for
the next year that would have been my base, $1147?

A Yes. Times one plus the CPI.

Q Okay. And now after 2002 the excess does not
roll into that base calculation?

| A Correct.
Q Okay. And so in that following year in your

excess when we have the $114 before 2002, if you were

f-lrvn-wn S S C PP 8 2V

going to then figure the CPI, you would fieare—it—on—the

$114°?

MOLEZZ0 REPORTERS - 775.322.3334 CaseNo.16%391
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A That the committee considered all the different
revenue sources and attempted to make base amounts that
would keep it revenue neutral from the previous.two fiscal
years.

Q To your understanding was there anything else
considered by this committee in setting the initial base
amounts for local towns and cities?

A I don't know.

Q Okay. Do you know whether or not -- or do you
have any understanding as the Department of Taxation about
any particular services that needed to be provided by any
local town or city in order to qualify for this base
amount?

A Can you repeat the question?

Q Yeah. Do you know or do you have an
understanding as the Department of Taxation whether or not
in setting the initial base amounts for towns and cities
there were any requirements for specific services that the
towri or city had to have in order to qualify for that base
amount?

MS. NICHOLS: Objection. It calls for
speculation. The Department didn't set those, but you can

answer if you know.

THE WITNESS: I'm not aware of any.
BY MR. VELLIS:

MOLEZZ0O REPORTERS — 775.322.3334 CaseNo.1676§01
JA




.';\;

NN NN NN Rl
s LN RS e &R DR EE

A I'm not aware.

Q Okay. Who would be aware?

MS. NICHOLS: I'll object that calls for
speculation.

THE WITNESS: T don't know.
BY MR. VELLIS:

Q Okay. So as you sit here today speaking on
behalf of the Department of Taxation, do you have any
understanding about any testimony that was given as to why
they were implementing this system as opposed to using the
old system of distribution?

MS. NICHOLS: Objection. Calls for speculation.
That's also a matter of public record.
BY MR. VELLIS:

Q You can answer the question.

A I have no knowledge.

Q So when you do your éllocations on a yearly
basis to the counties and to the local governments, cities
and towns, you simply administer the law the way it's
written by the formulas that you're given?

A I'm not sure what you mean by the formulas that
I'm given, but I administer it according to statute.

Q Okay. And as to what the intent and purpose of

lrvvarrl Al

the law is, that's something you don't have sny lmewledge

of as to what it is it's trying to accomplish with the way

MOLEZZO REPORTERS — 775.322.3334 CaseNo.1676*z12$i1
JA




Eaamtt
B hY

10
11
12
13

14

15
16
17
18
19
20
21
22
23

24

25

L O U W N

it's distributed?

MS. NICHOLS: Objection. Assumes facts, calls
for speculation and argumentative. You can answer, if you
know, or you can even ask her to repeat the question.

THE WITNESS: I don't know.

BY MR. VELLIS:

Q Okay. Well, you don't know whether or not there
was some reason about why those state legislators decided
to consolidate these six taxes and administer them the way
they do under the C-Tax, do you?

MS. NICHOLS: Objection. Asked and answered.

THE WITNESS: I don't know.

BY MR. VELLIS:

Q You don't know why that's done?

A No.

Q And so when you were administering this C-Tax,
if there was a specific reason about what they were trying
to accomplish with the C-Tax, that's of no import to you
whatsoever?

A It's irrelevant.

Q Okay. You just do what the statute says?

A Yes.

MR. VELLIS: Okay. We'll take a break.

(Recess taken.)

BY MR. VELLIS:

MOLEZZ0O REPORTERS - 775.322.3334 Case No.f?%zl
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state legislature?

A Certainly the executive director, Christopher
Neilsen.

Q Okay. So Topic No. 1, if we were talking
about -— and if you have that in front of you, you can
look at it. TIt's the local government tax distribution
account, or C-Tax system, and the collection and
distribution of taxes created pursuant to and defined by
NRS 360.660. And I know you have a qualm_with that
number, but let's accept that it's the C-Tax.

When you're administering that, you do it based
on what the statute tells yoﬁ to do.

A Yes.

@) You're not making any kind of wvalue judgments
about whether what's going on is correct in your mind or

wrong or somebody's getting too much money or somebody's

not getting enough money or anything of that nature?

A No.

0 That's for somebody else to do?

A Yes.

Q Okay. $So the Department of Taxation just simply
18 administering this and that's it?

A Yes.

Q Okay. Does the Department of Taxation provide

any type of advice of any sort to the recipients regarding

— e EaseNT6 T
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the numbers they're getting\or how they're getting the
numbers or the changes in the numbers that they're getting
on a yearly basis?

A Any of that sort of communication is handled
through Terry Rubald's group.

Q Okay. So if I want to talk to somebody about
interaction with the local counties or the counties or
sdmething like that about the C-Tax, Terry is the person
to talk to?

A Yes.

o} Okay. And I'm going to get an objection, but
I'11 ask you a really broad question because I'm hoping we
can short-circuit some of this.

Is it fair to say that the job that you do is
simply the technical aspects of taking what the statute
tells you to do, compiling the numbers and making sure the
numbers are disbursed per whatever formulas are out there
for the C-Tax?

A Yes.

Q  Okay. And absent that, any kind of interaction
with the state legislature or looking at the purposes
behind what the C-Tax is supposed to do or anything that,

questions like that, I would have to ask somebody else at

the Department of Taxation?

A I provide information, statistical information
MOLEZZ0O REPORTERS - 775.322.3334 C}e;ieNo- fﬁ%l
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excess is probably what could be considered an adjustment
to the C-Tax. I don't know if it is or not. .

What I want is someone Who has a basgline and
says I want to have an adjustment to that baseline. How
many types of those requests are you aware of as the
person most knowledgeable for the Department of Taxation?

A Off the top of my head, three.

Q Okay. And why do you say off the top of your
head?

A Because there may have been requests for
adjustment by local governments that never made it to my
—— that never got on my radar.

Q Okay. And would they be on somebody else's
radar at the Department of Taxation?

A No. I'm thinking it would be between the local
government and their lobbyist —-

Q Okay.

A ~— or their elected officials.

o) Okay. Let's just talk about the ones that the
Department of Taxation -— since that's who you're here
testifying for —— knows about. What are the requests for
adjustments, the three that you had off the top of your
head?

A City of Henderson.
Q Okay. And when was that approximately?

MOLEZZ0 REPORTERS - 775.322.3334 CaseNo.f?%’sl
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A I think it was in 2000. That was part of our —-

the discovery.

Q Okay. And what was the next one you can

remember?
A City of Las Vegas.
Q Okay.
.A Sorry. North Las Vegas.
Q And approximately when was that?
A I think that was during the 2005 session.
Q Okay. ‘
A They may have asked twice.
Q Okay. And —-

I know that they have asked twice. I recall -

B

they've asked twice.

Q Okay. And we'll go through them. I just wanted
to see. What's the third one?

A City of Fernley.

0 Okay. And that was when?

A Well, the City of Fernley has asked multiple
times in different ways.

Q Okay. Let's start with the City of Henderson in
approximately 2000. What's your understanding of what the

adjustment was that the City of Henderson was asking for?

A They received a one—time increaseé Of $4 million

to their base amount. They —- although they didn't object |

Case No. 6§91
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get a change in their base.

A Yes, I have an understanding of that.

Q Okay. And what is your understanding?

A As a newly formed local government, they need to
apply, they need to ask.

Q Okay. That's 1t?

A There are other provisions in that statute.
Taking on services is one of them. They have to take on
Police or Fire and at least two other services,.Animal‘
Control, Parks and Recreation.

Q Okay. And that's your understanding?

A Yes.

Q Okay. When I say "you," that's the Department
of Taxation. That's your understanding?

A Yes.

Q Okay. When the original bases were set for

local towns, cities, local governments, was there any

requirement that any of them have these specific services

that are now listed for newly formed governmental
entities?

A I'm not aware that there were any.

Q Okay. So 1f I was a city that was participating

in the program and received money prior to the C-Tax and

then got a base through the C-Tax, there was-no -

requirement that I have a police department or a fire
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department or any of these other services that you listed,
correct?

A That's correct.

Q Okay. It's only if I was a newly created local
government entity that came after a certain date that I
then had to have these to get a change in my base?

A Correct.

Q Okay. And it's your testimony that Fernley did
not make any kind of application to receive a Change in
their base under that statute that we've been talking to
that requires Police, Fire, a couple other services?

A That's correct.

0 Okay. Did you or to your knowledge anybody at
the Departiment of Taxation discuss why they did or did not
make that claim or reguest?

A That would be a question for Terry Rubald.

0 Okay. So if I wanted to ask them about Fernley
specifically back and forth with Fernley, that would be
Terry Rubald?

A Uh-huh.

0 Yes?

A Yes.

Q Okay. And in that statute that requires that,

do you have an understanding, speaking on eralf—of—tie

Department of Taxation, why that requirement was in there
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for newly formed governments?

A No.

Q Okay. Is there also a time limitation that they
have within which to request that base change while having
these services that you listed in that code section?

A ‘I don't know if the time frame is associated
with the services, but there is a time frame associated
with the newly formed local government.

0 Okay. And what is that?

A I'm not absolutely certain.

Q OCkay. If I told you one year, does that sound
about right?

A It's about one year.

Q Okay. And do you know why there is a limitation
of one year period of time for a newly formed government
to apply for a change to a previous base under that code
section?

A No.

MS. NICHOLS: Objection. Célls for speculation.
BY MR. VELLIS: |
I don't want you to speculate.
No.

Do you have an understanding?

No. I don't know why.

o P 0 PO

All right. Do you know if anybody at the
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therefore, they wanted the director to change their base

populations, do you recall any of that information?

Q Okay. But he did at that time?

A Yes. |

Q Okay. And tell me what the discussions were.
A T believe the first meeting was just more

informational. They made a lot of inquiries about how can
we get this done. There was an assumption on their part
that the Department of Taxation had the authority —-- had

discretion in how the base amounts were determined and so,

because they assumed he had authority to do that.

Q Okay. Anything else you recall?

A T recall that they —— they brought some —— I
don't remember if it was handouts, but they had
information. They had per capita distributions of C-Tax
for different cities in Nevada.

@) Okay.

A They had a list of cities in Nevada by
population and compared Fernley's distribution with
similar-sized cities.

Q The information they provided you about the

C~Tax distribution to Fernley and cities with similar

A Just that it was presented.

0 Do you remember any of the numbers?

A No.

Case No. bo% 1
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@) Okay.

A I don't recall comparing other cities' growth
rates.

Q0  And based on that conversation, did you go back
and look then to see whether or not there was a change in
the growth rates for the city of Ferhley as opposed to
these other cities?

A I don't recall doing that. |

Q Okay. Did you ever go back and look to see if
there was any change to the assessed values for the
property of these other cities that were similar in size
to Fernley and the assessed values at Fernley?

A I review assessed valuations many times
throughout the years, so no, I don't remember specifically
going back and comparing that.

Q I'm asking you based on Fernley's complaint did
it pop into your mind and you said to yourself this
doesn't sound right?

A No.

Q Okay. So as far as you were concerned, the fact
that Fernley was receiving a C-Tax distribution that was
far less than cities of similar size, that was okay?

A It was according to statute.

Q Okay. So as long as the statute said it's okay,

it was okay with you?

Case NO 56851
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A I don't have --

¢ And by that I mean you, the Depértment of
Taxation.

A We don't have an opinion on that.

9) Okay. So 1if the Department of Taxation saw that
some taxpayer, regardless, was being treated unfairly
during the tax system, that wouldn't matter to you, just
keep going on?

MS. NICHOLS: Objection. Calls for speculation.
THE WITNESS: Can you restate the question?
BY MR. VELLIS:

0] Yes. If you see a taxpayer, a tax-paying entity
like the City of Fernley who pays into the system, who
meets the qualifications similar to other populations for
assessed value and whatnot and receives tax dollars back
that are significantly less, that just doesn't matter.

You don't do something in your mind and say this doesn't
seem to be fair?

MS. NICHOLS: ijectfgn. Assumes facts and
calls for speculation.

THE WITNESS: There are so many factual problems
with the question that you just asked me that I can;t

answer 1t.

BY MR. VELLIS:
Q Tell me all the factual problems that are wrong

MOLEZZ0O REPORTERS - 775.322.3334 | CTiieNd}G%Szl




A Yes.

0 And the Department of Taxation wants to make
sure that all its taxpayers are being treated fairly,
doesn't it?

A It's part of our —- yeah, that's part of our
rules for taxpayvers.

o) Okay. And if I'm a taxpayer in the city of
Fernley and the City of Fernley is not getting an equal
share of C-Tax that will help me because it will provide
services and pay for services in my city, is that taxpayer
being treated fairly by the Department of Taxation, in
your mind?

MS. NICHOLS: Objection. Assumes facts and

calls for speculation as to what a taxpayer in the city of

| Fernley is thinking.

BY MR. VELLIS:
Q I didn't ask that. I asked, Would that person

be considered to be treated fairly by the Department of

Taxation?
A The Department doesn't have an opinion on that.

0 So, although it's their goal to make sure
taxpayers are treated fairly, in this particular instance

if the taxpayers who are paying into the system in the

2PNy PR o,

city of Fernley are not getting that money—back—throushk

C-Tax, the Department doesn't have a position on that?
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MS. NICHOLS: Objection. Assumes facts,
misstates her prior testimony, calls for speculation and
is also argumentative.

THE WITNESS: The Department doesn't have a
position on that.

MR. VELLIS: Okay. It's 12:15. Want to have

lunch?
MS. NICHOLS: Sure.
(Whereupon, lunch recess was taken at 12:14
p.m.)
-000—
MOLEZZO REPORTERS — 775.322.3334 Case No Jige)




T

4” Y

. e,
l‘,u- "

W W N oY U W N

10
11

12
13

14

15

16
17

18
19§

20
21
22
23
24
25

A T don't know.

Q Okay. And the Fernley matter, you talked about
the first meeting sometime in 2009, 2010 and you said
there was, from what you recall, three or more.

Do you remember the second one, when it was?

A No. But it was only a few months after the
first one.

0 Okay. Who was in attendance at that meeting?

A I think that it was the same people. I think it

was Mayor Goodman, Brandy Jensen. I don't think Greg

Evangelatos was there. Mel Drown —- like a drowning

man —— Mel Drown.

0] Who is Mel Drown?

A He's for Fernley.

Q Okay.

A And then myself, Tom Gransbery, Penny Hampton.
I don't remember whether Terry Rubald attended that one.

Q ~Okay.

A I think she did. And there was somebody else
there —— oh, my supervisor at the time, Carolyn Misumi,
M-i-s-u-m-1i.

Q And you all were the representatives of the

Department of Taxation. What was it or why was it, to

your understanding, that Fernley was meeting with you, the

Department of Taxation?
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A They still thought that we had some
discretionary power to change their CTX distribution.

Q Okay.

A And we had taken some numbers that they had
provided at the previous meeting and we crunched them a
few different ways, did some different scenarios. I don't
remember all ‘what it was but we did some scenarios with
those numbers and then we discussed it.

Q Okay. And what was the purpose of doing the
crunching of the numbers and the different scenarios?

A I'm not positive. I think that we ran —— that I
ran CTX scenarios with different ~- their different base
amounts to see what the distribution —- how the
distribution would change within the county. I recall
doing that but I don't remember if it was before or after
that second meeting.

Q Okay. And did anybody else in the Department of

Taxation do anything in relation to that first or second

meeting with Fernley other than what you've discussed?

A Well, Tom Gransbery and Penny Hampton and Terry
Rubald may have been dealing with other local government

issues.

0 Okay.

A T think they did. But I don't know what they

did.
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Q Okay.

A Probably were going over the scenarios again.

Q Okay.

A Most of those meetings were just discussing the

different population numbers and if we do this, then how
does it affect that, and so I would take the scenarios and
go back and run the numbers.

0 And you can tell me, was the Department trying
to find a way that the City of Fernley would have a larger
base on different scenarios?

A No.

Q Okay. Then I'm having trouble understanding
what was the scenario showing, that there was no way to
have a larger base?

A No. Fernley had provided numbers to us. If we
increased our base to this amount, what would happen to
the rest of the county. Does it depend on our growth in
assessed valuation and population? They provided numbers
that we analyzed.

o) Okay.

A It's not thét we were looking for potential
solutions. We were just, you know, giving them the backup

that they needed.

Q Okay. You mentioned something. —If youtave =

new government that's coming in like Fernley that requests

. PR . e - - Case No. 1088 1
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some sort of either a new base or a change in the base
that they bhad previously, is how it affects the rest of
the entities within the county an important consideration?

A Yes, it is.

Q Explaih that to me.

A The bucket of money is only so big. We can't
grow it. 8o if one entity gets more within a county,
other entities may receive less. |

0 Okay.

A And it depends how the change would be
structured.

Q What do you mean?

A In the case of Henderson, we didn't take money
away from anybody. We just augmented their base by %4
million because they had plenty of excess to cover that.

Q Okay.

A So we didn't take money away from the county or
Las Vegas or anybody else, Mesquite. It just expanded
their base by $4 million. That, however, changes the
proportions of the amount of base that's received among
the other entities.

0 Okay. And I'll go over that in a second, but
let me ask this question first: So where does the $4

million come from that you gave to Henderson o increase

their base?

MOLEZZO REPORTERS - 775.322.3334 Case No- 48851
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A They already —— the county already had it. It
was already in their bucket.

Q Okay. But it was part of the excess?

A Yes, 1t was part of the excess.

Q Now, what if the next year, though, they don't
get an excess equal to that 4 million, does that change
the base of Henderson?

A No..

) So when Henderson got the four million, that was

their brand-new base that they'd use for the rest of their

time?
A Yes.
Q Are there years where there's no excess?
A Yes.
) So if the next year there was no excess, there

would be no excess in the bucket for Clark County. What
would happen then? Would Clark County be $4 million
short?

A It's not that simple.

0 Explain to me what it is, then.

A If there's no excess but there's enough for all
of the base amounts, all the entities would have received

the amount of base that's due. If there's less money

available than the total base amount, then—they receive 5

proportion of what's in the bucket based on the proportion
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that you can give me today, correct?

A I can't give them to you today.

0 Okay. So, clearly, you're not the person most
knowledgeable on that particular subject, correct?

A Correct.

Q Okay. We were talking about adjustments to the
C-Tax distributions to different levels of government. TIf
a particular government, local government, for example,
stopped providing a particular service, would there then
be a decrease in their baseline in the following vyear?

A Not automatically.

Q Okay. Why do you say "not automatically"?

A Well, if they discontinue providing a service, a
necessary service, they may just be contracting it out.

Q Okay.

A There's no automatic mechanism to monitor what
services are provided —-

Q Okay.

A —— and the amount of the base distribution.

Q All right.

A They're not related.

aQ So if they have the service and they contract it

out, then their base may stay the same?

A Yes.
Q And if they don't contract it, they just

MOLEZZO REPORTERS — 775.322.3334 N )
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discontinue some service, how would that affect their

base, if at all?

A It doesn't.

Q Not at all?

A No.

Q OCkay. So if I'm a local town and I have a

police department and I decide not to do that anymore and
I'm not contracting with the county because I think the
county has to be out there anyway, does that affect my
baseline?

A No, it does not.

Q Okay. Are you familiar with the 366.90 that
provides for the decrease in C-Tax allocations? |

A T'm familiar with it. Would you mind reading it
to me?

0 T don't know if I'm reading it off your thing,

just your — somebody's presentation. I think this is

~actually the state legislature's presentation, the fiscal

analysis division.

It says, "The population and assessed value for
a local government or special district in a county is
decreased each of the three fiscal years preceding the

current fiscal year. The Department of Taxation is

required to review the base annual allocationamcunt,

calculate it under 360.680 to determine whether to adjust
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the amount."

A Yes, I'm familiar with that.

Q Okay. And has that ever happened?

A I do those calculations yearly at February 15th
with the revenue projections. I send a memo to our
director. I'm not aware that it has happened for three
consecutive years. I don't remember ever putting an
entity name's in that memo. I can certainly, you know,
refer to my materials back at the office, if you want to
request that, but my recollection is that that hasn't
happened.

0 What materials are you talking about back at
your office?

A The review that I do every year, the memo that T
send to the director.

Q But as you sit here today on behalf of the
Department of Taxation, you do not recall a situation
where there was a decrease in the revenue to a C-Tax
participant based on that statute?

A No, I don't recall.

9] Okay. Do you know as the person most .
knowledgable if the Department ‘of Taxation, since the time
of the enactment of the C-Tax up until today, has provided

any kind of investigative materials or studies oFf TEPOrts

or information to the legislature about C-Tax and the

! Case No. 1
MOLEZZO REPORTERS - 775.322.3334 ase Nohgy




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

Supreme Court No.: 66851
District Court Case No.: 12 OC 00168 1B

OF THE STATE OF NEVADA,
Respondents.
JOINT APPENDIX
VOLUME 8 PART 3
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 2015-15480




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




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
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




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
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




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
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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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

Supreme Court No.: 66851
District Court Case No.: 12 OC 00168 1B

OF THE STATE OF NEVADA,
Respondents.
JOINT APPENDIX
VOLUME 8 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 2015-15480




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
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A The intent was to streamline the
distribution, but at the same time, to keep the actual
digtribution neutral, so that no entity would be harmed.
They also wanted to encourage regional cooperation
amongst local governmments. They did not want to

encourage competition amongst local govermments for the

tax.
0 Anything else?
A That was my understanding of it.
Q Did you read anywhere about the concept of

having revenues follow growth?

A Yes.

Q And what was your understanding of that, from
your investigation?

A My understanding of that was that a portion
of the formula is based on population and assessed value,
with a theory that thoge are two indicators of growth.

Q And the intent was to make sure that revenues
went towards areas that were gfowing, because they needed
the services to service the growth.

A Yes.

MS. NICHOLS: Objection. Calls for

speculation,
MR. VELLIS: Well, you're the person most

knowledgeable from the Department of Taxation on the
Case No. 668
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history, and I'm agking you about the history of this
bill.

MS. NICHOLS: Actually, you were making a
statement and asking whether or not she agreed with it.
Do you want to read the question back again?

MR. VELLIS: It's called a leading question,
and it's allowed since you're the defendant and I'm the
plaintiff.

M&. NICHOLS: Actually, I believe that this
ig direct exam, and I've given you a lot of leeway.

But do you want to reread the question?

MR. VELLIS: No. I think we got the answer.

BY MR. VELLIS:
You imderstood my question when I asked it?

Q

A Yes.

Q And you amswered it accordingly?

A Yes.

0 vou said that one of the things they wanted

to do was make the disbursement neutral, so that no

entity was harmed, Is that correct?

A Yes.
Q And what did you mean by that?
A They wanted to create a formula for

digtribution that was essentially based on_the -- I

pelieve it was the average of the two prior years'

Case No. 6681
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distribution.

0 .And the part about no entity being harmed,
what did you mean by that?

A That no entity would lose money in this
redistribution.

o] And when you say "entity," you're talking
about entities that existed at the time that the C-Tax
was instituted?

A Yes.

0 So, basically, they were trying to make sure
there was a maintaining of the status quo?

A Yes.

Q So, in essence, .they were protecting those
entities that were in existence, to make sure that they
got what they had previously gotten. Correct?

MS. NICHOLS: Objection. Assumes facts.

THE WITNESS: I'm not sure I understand your
word "protecting."
BY MR. VELLIS:

0 They wanted to make sure they still got the
same amount of money that they had gotten in the two
previous years and that they weren't harmed by the
institution of the new C-Tax.

A Yes.

Q But as to any new entities entering into the'

%ﬁeNdf?8%
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you have the section that does all the budget reviews --
do they look at the budgets to determine whether or not
the services necessary‘fér the particular local
government entity are adequately funded by the budgets

for the cities?

A No.
0 You don't?
A We don't make judgment calls on that. We

look at whether there are sufficient revenues to cover
the expenseg that they have identified.

Q In relation to the C-Tax, do you ever look --
your department, does it ever look at the different
budgets of the different cities that are similarly
situated -- population wige, asgessed value wise -- to
make sure that the C-Tax is being distributed on a fair

basis as to these similarly situated cities or local

governments?
A What do you mean by "fair bagig"?
Q I mean that they're equal or close to equal

in the amounts of distributions that they receive in

C-Tax.
A No.
0 That's not something you're supposed to do?
A Correct.
0 So when your people in the budget department
C}z;ie No._}6§%§l
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38
look at stuff, they're not looking qualitatively to see
1f it locks fair or 1f the C-Tax that everybody's getting
makes gense or anything of that nature.

A That's correct.

Q You're just looking at the numbers and making
sure that that local government's got endugh nioney to pay
for whatever it's planning on doing.

A Yes.

0 And is there anything in the statutes or
anything else that would allow the Department of Taxation
to do that kind of qualitative analysis, to lock and say
this doesn't seem right; one city here that's had huge
population growth and huge assessed value growth is not
getting a gignificant increase in the C-Tax to support
the new services they probably need?

A Not in that particular context. There is a
statute that requires us to look at a redistribution of
C-Tax when there is a decline in assessed value and
population. |

0 And I do want to ask you about that later,
but is there a similar type of statute that allows the
Department of Taxation to make a determination that you

have a local government that ig growing significantly in

population, significantly in assessed value, and needs an
increage in their C-Tax distribution?

Case No.
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were talking about. One is the cooperative agreement
between White Pine County and Ely. Was there a period of
tiﬁe where White Pine County was taken over by the

Department of Taxation?

A Yes.

0 When was that?

A 2005 to 2009.

0 And when was this cooperative agreement

between White Pine and Ely? Was that during the same
period of time?

A Yes. They had done thig for years prior to
the takeover and continue to do it to this day.

Q Wag the cooperative agreement something that
the Department of Taxation worked on for White Pine
County with Ely?

A No, it was already in existence. We
participated in meetings during the tinmes that we-were
there, to insure that it continued.

0 But the actual agreement between Ely and
White Pine preexisted the Department of Taxation taking
over White Pine County?

A Yes.

Q Are you aware of any local governments

getting any adjustments to their C-Tax disteibutd

since the time the C-Tax wasg instituted?

Case No.1668
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A Yes.
0 Who?
A I believe by law, in the éarly 2000s, the

City of Henderson received an adjustment of $4 million.

0 Anybody else?

A There is somebody else, but I'm trying to
think who it was.

Q North Las Vegas?

A Maybe that was the four million. I can't
remember now.

Q In the Henderson situation, do you know
whether the Department of Taxation made any kind of
recommendation on whether or not Henderson should or

should not receive an increase in their C-Tax

distribution?
A I do not know.
Q Do you know whether or not, in order to

receive the $4 million increase in their C-Tax
distribution, Henderson took on any new services that
they had to perform?

A I believe -~ I do not know.

Q And as to any other increases, do you know

whether the Depértme_nt of Taxation made any

recommendations on any other local govermmemt entity tiat

sought an increase in their C-Tax distribution?
Case No. 668
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A I'm not aware of any.

0 and the other entity that received an
increagse that you can't recall, do you know whether that
entity took on any new services in order to receive the
increage in their C-Tax distribution?

A I don't know.

Q Tn relation to any kind of service levels

that are performed by local governments, has the

investigations to correlate the sexvice levels with the
C-Tax allocations to particular local governments?

A Mo.

0 Have they done anything to determine,
investigate, look at, report on whether or not the C-Tax
allocations to a particular local entity are sufficient
for the services that need to be rendered by that local
government entity?

A No.

Q Does the Department of Taxation even review

the service levels that are provided by local government

entities?
A No.
Q You said previously your understanding was

that in order for a new government entity Lo get an

increase in their C-Tax distribution, they had to take on

Case No. 668
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process is?

MS. NICHOLS: Objection. Assumes facts.

THE WITNESS: I'm not aware, in the context
of that -~
BY MR. VELLIS:

Q Let me ask you this way: If a governmental

entity wants to ask for an increase in their allocation,
is there a process through the Department of Taxation

that they go through in order to request that?

A Yes.
Q Tell me what it is.
A NRS 354.598747, the process is that if

there's an existing government that takes on the function
of ancther govermment, they request the Nevada Tax
Commission, usually through a resolution of the governing
body, and then the executive director considers that
request.

Q And the executive director, does he or she
then make a recommendation regarding that request?

A Yes, the executive director will, If in fact
there ig a function that has been taken over, then
there's a formula that's in that statute.

0 And who does that recommendation go to?

A Well, under 360.740, it goes to_-= but that's

a new entity, and it goes to the Committee on Local

(Case No. 668

A 576

MOLEZZ0O REPORTERS 775.322.3334




W L N Y R W N R

NONONNONN R R R R o R
Ul B W N B O W ® I o Ul B B ﬁ .

——
L~

51

Government Finance, but I don't believe the Committee on
Local deernmEnt Finance is involved in the Chapter 354
statute. I think it's just approved by the tax 4
commission.

Q And if the tax commission doesn't approve it,
then it's just --

A It's dead.

0 And you said that in order for the -- is it

the executive director of the Department of Taxation that

does it?
A Yes.
Q For him or her to do that, then the entity

asking for the increase has to take on a new service from

another governmenit in order to make that request.

A Yes.
Q And if you have a new entity that wants to
make that request -- a mew entity, mot an existing

entity -- what is the process for that new entity?

A That's under NRS 360.740, and that process
is, again, to make a showing that they are providing
these services -- they have to provide the police service
and two of the three others -- then they go to the
Committee on lLocal Govermment Finance and the Committee

on Local Covernment Finance makes that recommendation.

If they don't make a recommendation, it dies right there.

Case No. 668%
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THE WITNESS: There would.be money taken
away, but they élso wouldn't have to provide that
service. I mean, if a new entity ig taking over a
service, we're trying to match the service with the
revemie st;eam.

BY MR. VELLIS:
o) But within that county, if a new entity comes
in and decides to take on police power, somebody else in

that county is going to have a rediction in their

allocation.
A That's correct.
o] And the reason for allowing them to ¢omplain

ig that, one, either the new service being requested by
the new government is excesgive, or two, perhaps they're

losing money as a result of the fact that there's a new

MS. NICHOLS: Objectiori. Agsumes facts and

calls for gpeculation.
THE WITNESS: I don't know.

BY MR. VELLIS:

Q vou don't think that's a possibility?
A It's a possibility.
0 And we covered some of this. When you're

doing the budget reviews that you do, do yau determine

what C-Tax money 1g being spent on?

Case No. 668
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A No.
Q Do you know what it can be spent on?
A Tt's my understanding that C-Tax goes into

the pot and mixes in with all of the other revenue

sources.

0 So as far as the Department of Taxation
understands it, the C-Tax money is not designated
specifically for one or a group of services.

A That's correct.

Q So the entity that recei_x}es the C-Tax can
spend it in any manner, way, shape, or form they decide.

A Correct. It's not a special revenue or
dedicated revenue.

0 And does the Department of Taxation do
anything to review the budgets to determine how the C-Tax
is being spent by any particular entities?

A No.
0 Does the Department of Taxation have any care

or concern as to how the money's being spent?

MS. NICHOLS: Objection. It assumes that the

Department has feelings.
MR. VELLIS: I will stipulate that the

Department of Taxation probably doesn't have any

feelings, and I'm sure a lot of people would agree with

me, but I don't think we want to get into that.

Case No. 668
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BY MR. VELLIS:

Q You understand my questicn, don't you? Isg it
something that is in the direction of the Department of
Taxation to look at and make a determination ag to
whether or not C-Tax money is being spent in a certain
manner within a certain local jurisdiction?

A No.

Q And if they want to spend it on whatever they
want to spend it on, then it's okay with the Department
of Taxation and they're not going to interfere.

A Correct.

0 Unless they're doing something illegal, or
even then, maybe not.

A When you say illegal, what we're looking for

is compliance with the Local Govermment Budget and

Finance Act.

0 And in that particular case, in reviewing the
budgets, if you -~ "you" being the Department of
Taxation -- spot something that's an infraction of that

act, then what do you do?
A Then we notify the local government after

they've submitted their tentative budget, and we note the

lack of compliance with whatever it is and ask for the

budget to be corrected.
Q So you have -- at least in relation to that

Case No. 66851
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statute, you have some oversight responsibilities in
relation to budgets of local governments.

A Yes.

0 But as to the C-Tax and how that's working,
you don't have any oversight respongibilities to make
sure that it's working correctly.

A Correct.

o) We were talking before about -- when you look
at the budgets, the Department of Taxation is concerned
with making sure that the local governments live within
their budgetary constraints. Correct?

Yes. |

0 Tn doing that, do you look at a particular
local government to determine that there's enough money
for the service needs of that county or local government?

A No.

0 So all you're worried about is, whatever
they're doing, do they have enough money?

A Yes.

o) So if they're not providing enough services

or if the gervices are inadequate within the county, does

A No.

Q We talked earlier about trying to get an

increagse and there's not a particular statute, but there

Case No. 668
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18 a statute to decrease. Correct?

A Yes.
Q What's your vnderstanding of that statute?
A My understanding is that if a local

government, for three years in a row, has a decline in
assesged value; in population, that the executive
director will consider redistributing the C-Tax.

Q And how would you go about doing that? How
would the executive director go about doing that?

A I believe it's formula-based, and I really
can't speak to that.

0 And has the executive director, since the
inception of the C-Tax up until today, ever made any such
reconmmendation for a decrease?

A T recall about a decade ago that -- after the
statute, of course -- that there may have been some local

governments that might have met that criteria, but I

Q Does the Department just unilaterally make

the change, or does it make a recommendation and then the

change is made somewhere else?

A Well, I believe it goes to the tax
commisgion.
Q And in this situation approXimately 10 vears

ago, do you know why the Department of Taxation declined

Case No. 668

TA 1582

MOLEZZO REPORTERS 775.322.3334




© W O g o Ul o W N

NODNON NN N R R R R R R s
m'mwwHommqmmprEH

61

to make a recommendation --

A T don't recall.

0 Do you know if they've done anything recently
to lock at any local dovermment to see 1f a decrease in
allocation would be required?

A T believe that the Department, in the

gtatistics section, routinely looks at those figures.

Q And do vou know if they've made any such
recommendations in the last five years?

A I'm not aware of any recommendations.

0 Who makes the decision ag to whether or not

they're going to make a recommendation for a decrease?
A T believe the executive director.

And who's the executive director now?

Chris Nielson.

How long has he been the executive director?

About a year and a half, two years.

Who was it before that?

Before that, it wag Bill Chisel.

And how long was he the executive director?

About six months.

Just only six months?

gix to nine months.

And who wag it before that?

- ORI S O S ol 2 2N O I ©

Before that, it was Dino DiCilammno.
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A Probably Marian Henderson and the executive
director.
Q' And the same situation exists in Bou’lder.

City. So if I asked you the same questions, why you've
had increases in C-Tax revenues --

A I don't know.

Q -- when you've had three years of assessed
value loss and population loss, that's not something you
could testify to on behalf of the Department of Taxation?

A That's correct.

MS. NICHOLS: Can you clarify, when you're
saying "that's correct," that that's mot something you
could testify to?

THE WITNESS: That's not something I could
testify to.

BY MR. VELLIS:
Q In your position, are you aware of what taxes

local governments use to finance their services?

A Yes.

Q What are the sources of financing the

gervices for a local government?

A Property tax and the C-Tax are the two major
sources.

Q Anything else?

A Tn the nature of taxes, those are the two

Case No. 6685
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primary ones. There are, of course, fines and

forfeitures, there are transfers in, there are payments

the two major ones are property tax and C-Tax.

I'm sorry. There are also distributions from

the net proceeds tax, depending on the county.

0 And ig there a limitation on the property tax

rate in the state?

A Yes.
0 And what is that?
A Well, constitutionally, it's no greater than

$5 per hundred dollars of valuation, but statutorily
that's reduced to %$3.64, plus two cents in an override.

0 And do you know what Fernley's tax rate is?

A T'm gorry, I don't. But you can find it
online in the Red Book.

Q And what's the Red Book?

A The Red Bock is a euphemism for the local
government tax rates. It's a publication from our
department that shows all of the tax rates of all the
local governmerits.

Q gince the two major sources of funding for
local governments are the property tax and the C-Tax,

would the Department have any concermn regarding an entity

that has grown for 10 years at a rate of 126 percent in

Case No. 6683
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population and over a hundred percerit in assessed value,

whose C-Tax ig now $170,0007?

A No.
0] Why not?
A Because, as we discussed before, we're in the

busginess of administration of the tax and we insure that
it's ¢ollected properly and distributed according to
statute.

0 Are you concerned at all, as the Department
of Taxation, that the taxpayers in the city of Fernley
are perhaps not getting their fair share of the tax
dollars that they're spending in relation to the C-Tax?

A Once again, we're concerned with the
administration of those taxes.

Q So whether or not the taxpayers are receiving
a sufficient return on their tax dollars is not the
concern of the tax department?

A That's correct.

Q And if the seivice levels that the City of
Fernley receives is millions O]é dollaxrs less than other
cities with similar populations, then that doesn't

concern the Department of Taxation either?

A That is not one of our duties.
Q Who is concerned? Do you have aay
understanding?

Case No.1668in
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A My belief is that those concerns should be
given to the Legislature.

0 And if the Legislature refuses to act, then
the taxpayers of the city of Fernley is just where they
are. '

A The city has to live within its mears.

0 So even though the C-Tax's stated goal is to
have revenues follow growth, if Fernley grows in assessed
values in the last 10 years of over a hundred percent and
its population has grown by over a hundred percent in
that same ten-year period and they receive an increase of
only $79,000 in C-Tax, while a similar city with a
population of about the same and assessed values about
the same, but only grows by 57 people over a ten-year
period and gets an increase of $1.6 million, that's okay
with the Department of Taxation in relation to the
taxpayers of the city of Fernley?

MS. NICHOLS: Object to the form of the
question.

THE WITNESS: The Department has no opinion
on that. We're only concerned with the proper
administration of the tax.

BY MR. VELLIS:

Q . Is the Department of Taxation net concerned

at all with the taxpayers that pays the taxes?

Case No. 66§

T 1 £
TA oo

MOLEZZO REPORTERS 775.322.3334




VW O gV D W N

67

A The Department is concermed that the taxes
are properly administered.
Q And as to the actual welfare of the taxpayers
that pay the taxes, that's not part of your concern?
MS. NICHOLS: Objection to the form of the
question, asked and answered. It's also argumentative.
But you can answer, if you know.
THE WITNESS: The Department ig very
concerned that the taxesg are properly administered.
BY MR. VELLIS:
Q But whether or not taxpayers that pay into
the system are receiving the benefit and the services
that they should get from those taxes, that's not

something that the Department concerns itself with?

A We rely on the Legislature to determine those
questions.
Q The Department of Taxation testifies before

the Legisglature, doesn't it?

A Yes.

Q In fact, you told me earlier that's one of
the things you do now, is you testify. Correct?

A Yes.
0 And if you, as the Department of Taxation,

csaw a situation that seemed to have an unfaixr balance ag

to where the tax dollars were going regarding services,

Case No. 66851
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Joshua I. Hicks, Nevada Bar No, 6679

Clark V. Vellis, Nevada Bar No. 5533
BROWNSTEIN HYATT FARBER SCHRECK, LLP
50 West Liberty Street, Suite 1030

Reno, Nevada 89501

Telephone: 775-622-9450

Facsimile: 775-622-9554

Email: jhicks@bhfs.com

Email: cvellis@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
IN THE FIRST JUDICIAL DISTRICT COURT
OF THE STATE OF NEVADA IN AND FOR CARSON CITY

CITY OF FERNLEY, NEVADA, a Case No,: 12 0C 00168 1B
Névada municipal corporation,
Dept. No.: T
Plaintiff,
A2

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,
NEVADA LEGISLATURE,
Intervénor,

NOTICE OF DEPOSITION OF THE PERSON MOST KNOWILLDGEABLY OF
THE NEVADA DEPARTMENT OF TAXATION

TO: The Person Most Knowledgeable of the Nevada Department of Taxation;

and,
TO: Andrea Nichols, Fisq., of the Office of the Attorney General, Attorney for

Defendant Nevada Bepartment of Taxation.

i
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PLEASE TAKE NOTICE that at 9:30 a,m, on Monday, Novembér 4, 2013, at the law
offices of Smith & Harmer, Lid,, 502 North Division Street, Carson City, Nevada 89703,
Plaintiff City of Fernley, Nevada will take the oral deposition of the Person Most
Knowledgeable of the Nevada Department of Taxation regarding the subject(s) set forth below,
upon oral examination, pursuant to Rule 26 and Rule 30 of the Nevada Rules of Civil
Procedure, before a Notary Public or before some other officer authorized by the law to

administer oaths,

Oral éxamination will continue from day to day until completed. You are invited to
attend and cross-examine.
SUBJECT MATTER: See Attachment “A”,

\
DATED this_\4™ _day of October
BROWNY IYATT T SCHRECK, LLP

N\

Joshua J. Bicks; Nevada Bar No. G679
Clark V. Vellis, Nevada Bar No. 5533
50 West Liberty Street, Suite 1030
Reno, Nevada 89501

Telephone: 775-622-9450

Attorneys for the Cify of Fernley, Nevada

0153420001\0729740,3 2 Case No. 66851
A 1591




ATTACHMENT “A”
to the Notice of Doposition of ihe PMK for the Department of Taxation

CITY OF FERNLEY, NEVADA, a Nevada municipal corporation, Plaintiff,

v.
STATE OF NEVADA ex tel. 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,
NEVADA LEGISLATURE, Intervenor

Case No.: 12 0C 00168 1B
Dept. No.: 1

SUBJECT MATTER:

1. The local government tax distribution account or C-Tax system and the collection and
distribution of taxes created pursuant to and defined by NRS 360.660.

2. The relationship between C-Tax distributions and local government service levels including any
studies ot investigations conducted into the relationship between C-Tax distribution of local government
service levels by the State Legislature, the sufficiency of any distributions for any service level
requirements by local governments, 1éview of service levels in relation to C-Tax distributions made by
the State Legislatute and/or the relationship between spending levels on public safety and receipt of
distributions of C-Tax revenues,

3. Relationship between C-Tax distiibutions and government services provided by C-Tax
recipients. .
4, Any adjustment or request for adjustment to the C-Tax distribution of a C-Tax recipient and the

basis for any such decisions.

5. The method of obtaining an adjustment by a C-Tax recipient,

6. The use of C-Tax distributions for particular services by any C-Tax recipient,
7. The criteria utilized to set, and the continual sefting of, allocations of C-Tax distributions to C-
Tax recipients.

8. History of ehactment and enforcement of G-Tax and SB 254.
9, Legislative oversight of C-Tax since its enactment,
10,  Application and implementation of C-Tax since its enactment.

11.  Any and all coopetative agreeiments between C-Tax recepients since the enactment of said C-
Tax.

12.  Review and analysis of local government budgets in relation to distributions to C-Tax recipients
singe enactment of the C-Tax.

13, Your Answer to Plaintiff’s Complaint and the factual basis of your affirmative defenses 1-14.

14, Any and all communications betvicen you and the City of Fernley Incorporation Committee.

0I5342\0001V10737756.1
Case No. 66851
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CERTITFICATE OF SERVICE
ITHEREBY CERTIFY that I am an employee of BROWNSTEIN HYATT FARBER
SCHRECK, LLP, and that on this Zfﬁﬂof October, 2013, I caused to be served via

electroiic mail and U.8, Mail, a true and correct copy of the above foregoing Notice of

Deposition of the Pexrson Most Knowledgeable of the Nevada Department of Taxation

propeily ad dressed to the following:

Andrea Nichols, Esq;;

5420 Kietzke Lane, Suite 202
Reno, Nevada 89511
anichols@ag.nv.gov

Brenda J. Exdoes, Esq.

Kevin Powers, Esq.
kpowers@Icb.state.nv.us

J. Daniel Yu, Esq.
dan.yu@lcb.state.nv.us
Legislative Counsel Buieau -
401 South Carson Sireet
Carson City, Névada 89701

7

E tein Hyatt Farber Schreck, LLP
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Joshua J. Hicks, Nevada Bar No, 6679

Clark V. Véllis, Nevada Bar No. 5533
BROWNSTEIN HYATT FARBER SCHRECK, LLP
50 West Liberty Street, Suite 1030

Reno, Nevada 89501

Telephone: 775-622-9450

Facsimile; 775-622-9554

Email: jhicks@bhfs.com

Email: cvellis@bhfs.com

Brandi L. Jensen, Nevada Bar No. 8509
Fernley City Attoiney

OFFICE OF THE CITY ATTORNEY
595 Silver Lace Blvd.

Fernley, Nevada 89408

Attorneys for the City of Fernley, Nevada

IN THE FIRST JUDICIAL DISTRICT COURT

OF THE STATE OF NEVADA IN AND FOR CARSON CITY
CaseNo.: 12 OC 00168 1B

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,

Defenidarits,
NEVADA LEGISLATURE,

Intervenor,

AMENDED NOTICE OF DEPOSITION OF THI, PERSON MOST
KNOWLEDGEABLE OFf THE NEVADA DEPARTMENT OF TAXATION

Dept. No.: I

TO: The Person Most Knowledgeable of the Nevada Department of Taxation;

and,

TO: Andrea Nichols, Esq., of the Office of the Attorney General, Attorney for

Defendant Nevada Department of Taxation.

i

015342\0001110729740.1 i

Case No. 66851
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PLEASE TAKE NOTICE that at 9:30 am. on Wednesday, November 13, 2013, at the

law offices of Smith & Harmer, Lid., 502 North Division Street, Carson City, Nevada 89703,

Plaintiff City of Fernley, Nevada will take fhe oral deposition of the Person Most

Knowledgeabls of the Nevada Department of Taxation regarding the subject(s) set forth below,

upon oral examination, pursuant to Rule 26 and Rule 30 of the Nevada Rules of -Civil

Procedure, before a Notary Public or before some other officer authorized by the law to

administer oaths,

Oral examination will continue from day to day until completed. You are invited to

attend and cross-examine.

SUBJECT MATTER: See Attachment “A”,

DATED this lg‘h day of October, 2
BROWNS

015342\0001110729740.1

By:

ECK, LLP

"‘Jtﬁhua J. Titets, Nevada Bar No. 6679
Clatk V. Vellis, Nevada Bar No. 5533

50 West Liberty Street, Suite 1030
Reno, Nevada 89501
Telephone; 775-622-9450

Attorneys for the Cily of Fernley, Nevada

2
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CERTIFICATE OF SERVICE
1 HEREBY CERTIFY that I am an employee of BROWNSTEIN HYATT FARBER
SCHRECK, LLP, and that on this Z?Jd%of October, 2013, I caused to be served via
electronic mail and U.S. Mail, a true and cotrect copy of the above foregoing Amended Notice of

Deposition of the Person Most Knowledgeable of the Nevada Departinent of Taxation

properly addressed to tlie following:

Aundrea Nichols, Esq.,

5420 Kietzke Lane, Suite 202
Reno, Nevada 89511
anichols@ag.nv.gov

Brenda J. Erdoes, Esq.
Kevin Powers, Esq.
kpowers@lcb.state.nv.us

J. Daniel Yu, Esq.
dan.yu@lcb.statenv.us
Legislative Counsel Bureau
401 South Carson Street
Carson City, Nevada 89701

Elﬂﬁio}ﬁe/c[fj'ﬂl‘o@ﬁstem Hyatt Farber Schreck; LLP
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ATTACHMENT “A”
to the Amended Notice of Deposition of the PMIK for the Depariment of Taxation

CITY OF FERNLEY, NEVADA, a Nevada musicipal corporation, Plaintiff,

\2
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,
NEVADA LEGISLATURE, Intetvenor

Case No.: 12 OC 00168 1B
Dept. No.: T

SUBJECT MATTER:

L The local government tax distribution account or C-Tax system and the collection and
distribution of taxes created pursuant to and defined by NRS 360.660.

2. The relationship between C-Tax distributions and local goverhment setvice [evels including any
studies ar investigations conducted into the rélationship between C-Tax distribution of local government

service levels by the State Legislature, the sufficiency of any distributions for any service level
requirements by local governments, review of service levels in relation to C-Tax distributions made by

the State Legislature and/or the relationship between spending levels on public safety and receipt of
distributions of C-Tax revenues,

3. Relationship between C-Tax distributions and government services provided by C-Tax
recipients.

4, Any adjustment or request for adjustment to the C-Tax distribution of a C-Tax recipient and the
basis for any such decisions,

5. The tnethod of obtaining an adjustment by a C~-Tax recipient.

6. The use of C-Tax distributions for particular services by any C-Tax recipient.

7. The eriteria utilized to set, and the continual setting of, allocations of C-Tax distributions to C-
Tax recipients.

8. History of enactment and enforcement of C-Tax and SB254.

9, Legislative oversight of C-Tax since its enaciment,

10. Application and implementation of C-Tax since its enactment.

11.  Any and all cooperative agreements between C-Tax recepients since the enactrent of said C-
Tax.

12.  Review and analysis of local government budgets in relation to distributions to C-Tax recipients
since enactment of the C-Tax.

13, Your Answer to Plaintiff’s Complaint and the factual basis of your affirmative defenses 1-14.

14, Any and all communications between you and the City of Fernley Ingor potationrComnittes:

Case No. 66851
TA 1598
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OFFICE OF THE ATTORNEY GENERAL

5420 Kietzke Lane, Suite 202
- Reno, Nevada 89511

CATHERINE CORTEZ MASTO KEITH G. MUNRO
Assistant Attorney General

Atforney Generat

GREGORY M. SMITH
Chlef of Staft

November 14, 2013 .

Joshua Hicks, Esq. Via e-mail: jhicks@bhfs.com
Clark Vellis, Esq. and cvellis@bhfs.com
Brownstein Hyatt Farber Schreck, LLP

50 W. Liberty Street, Suite 1030

Reno, NV 89501

Re: City of Fernley v. State of Nevada, Case No. 12 OC 00168 1B

Gentlemen;

| assumed in error that Marian Henderson would be the person most
knowledgeable on all of the subject matter listed on Attachment “A” to the Amended
Notice of Deposition of the Person Most Knowledgeable of the Nevada Department of
. Taxation. Please be advised that Terry Rubald is the person most knowledgeable for
the subject matter that Ms. Henderson did not respond to with respect to the topics
designated under 2, 5, 6 and 8, and Warner Ambrose is the person most
knowledgeable for the subject matter that Ms. Henderson did not respond to with
respect to the topics designated under 11, 12 and 14. Ms, Rubald is available for
deposition on December 2, 3, 4, 9, 11 or 12. Mr. Ambrose is also available on those
dates, with the exception of the morning of December 9. '

Also please be advised that the majority of the subject matter listed "in
Attachment "A" to the Amended Notice of Deposition of the Treasurer of the State of .
Nevada is not within the scope of work performed by the Treasurer's Office. For this
reason, 1 expect the deposition of the Person Most Knowledgeable from the Treasurer's

Office will be quite brief.

In an effort to save time and expense, 1 did check to see if Mr. Ambrose and Ms.
Rubald would be available tomorrow for deposition after you deposed the Person Most
Knowledgeable of the Treasurer’s Office. Unfortunately, both of them have conflicts.

We would be amenable to attempting to reschedule the deposition o trePersormiviust
Knowledgeable of the Treasurer's Office to the same date as the continued deposition -

Gase-Ne—66851

Telephone 775-688-1818 « Fax 775-688-1822 +» www.ag.nv.gov  E-nail aginfo@ag.nv.gov
. TA 1600




Joshua Hicks, Esq.
Clark Vellis, Esq.
November 14, 2013
Page 2

of the Person Most Knowledgeable of the Nevada Department of Taxation, Please let
me know whether this would work for you. -

Thank you in advance for your continued courtesy and cboperatioﬁ.
Sincerely, .

CATHERINE CORTEZ MASTO.
Attorney General
é/‘ o

ANDREA NICHOLS | ,
Senior Deputy Attorney General
5420 Kietzke Lane, Suite 202
Reno, Nevada 89511

(775) 688-1818

By:

AHN:ric

¢ Kevin Powers (via emall: kpowers@lcb.state.nv.us)
Dan Yu (via email: dan.yu@lcb.state.nv.us)

Case No. 66851
TA 1601
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IN THE FIRST JUDICIAL DISTRICT COURT
OF THE STATE OF NEVADA, IN AND FOR CARSON CITY

~-000-~

CITY OF FERNLEY, NEVADA, a
Nevada municipal corporation

CERTIFIED COPY

Plaintiff,
Cagse No. 12 OC 00168 1B

vs.
Dept. No. 1

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.
NEVADA IEGISLATURE,

Intervenor.

Pages 1 to 67, inclusive.

DEPOSITION OF WARNER AMBROSE
Thursday, December 12, 2013

Carson City, Nevada

REPORTED BY: Romona Malnerich

Nevada CCR #269
California CSR #7526

Case No—6
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said, "If somebody's going by the employment security
agency, see if there's any state jobs." This is'the only
place I heard from. They sent me the app.

Q And what was the first job you had with the
State of Nevada?
T was a sales tax auditor.
And that wag with the Department of Taxation?

Yes, sir.
What did a sales tax auditor do back in 19887

- ORI © B

Tt was pretty much the same as one doeg now.
We're provided with a list of -- well, the criteria has
changed, but at the time, I was provided a list by my
supervigor of companies that needed to be audited for
compliance with the sales and use tax laws. So, from
that ligt, it was up to me to make the appointments, do
the work, prepare a report, and then submit it. If the
company owed the State amy money, then at that time --
when I first started, the report was submitted to Carson

City and then a bill was sent to the taxpayer.

0 And how long did you do that for?

A Until October 1995.

0 And in 1995, how did your job situation
change? |

A T transferred from the audit division to

where I am now, local govermment finance.

Case No_ 668
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0] And what do you do within the local
government finance section of the Department of Taxation?

A I'm a budget analyst.

Q And what doesg a budget analyst do?

A It'd be easier to explain what the section

does. We have oversight over 260 local governments
throughout the state -- schools, cities, hospitals,
libraries, counties. We have administrative oversight
over those entitiesg' activities and I'm responsible for
the activities of all the entities in five of the state's
17 counties.

Q And which ones are those?

A Currently, that's Clark, Elko, Humboldt, Nye,
and White Pine.

Q And you said you have administrative
oversight over the activities of those --

A Correct.

Q And the local governments are all the
entities within those counties?

A Correct.

0 And have you always had the same counties or
different counties?

A No.
Q Actually, that was a bad question. Have you

always had the same counties you just listed for me?

Case No.-668
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told me about?

A Other than a paft—time job I had, which was
brief. |

Q What was the part-time job?

A Working at Hickory Farms. But it was only

weekends, since the State does not allow me to work that

kind of thing during regular business hours.

0 And that's here in Nevada?
A It was in Carson City.

0 What did you do for them?
A I just sold retail.

(Exhibit 1 marked.)
BY MR. VELLIS:

Q Mr. Ambrose, I'm going to have you look at
what's been marked as Exhibit 1 to your’ deposition. It's
an attachment that was part of the notice of deposition
for the person or persons most knowledgeable from the

Department of Taxation. Have you ever seen this document

before?
A Yes. I brought my copy with me.
0 Where did you get it from?
A Tt was attached to my notice of deposition.
Q You seem to have some areas highlighted.

Which ones do you have highlighted?

A Questions 11, 12, and 14.

Case No_668

b1

JA 1606

MOLEZZ0 REPORTERS 775.322.3334




7 .
H

O o 9 0 R W N R

NoNON N NN R R R R R
m#wwl—lommqmm;bta‘l:)t‘xl;

- .‘\
.,

26

Q And are those the ones that you are the
person most knowledgeable and will speak on behalf of the
Department of Taxatidn? |

A I believe so.

Q No. 11 is any and all cooperative agreements
between the C-Tax recipients sgince the énactment of said
C-Tax. Let me agk you first: What is your involvement
with the C-Tax, as part of the Department of Taxation?

A My principal involvement ig, each year, in
the process of developing our projections of revenue for
upcoming fiscal years, we look at those numbers -- myself
and my fellow analyéts, we each lock at the components of
C-Tax and we make a good faith estimate as to what those
revenues are gonna be in the upcoming year, and if you're
aware of the components of C-Tax, we lock at each of

thoge individually.
Q And what are you doing that for? What's the

purpose of that?
A Well, we want to make as accurate a

projection as possible.
Q You make a projection of the revenues so that
you'!ll know what the recipients are going to receive?

A Well, it's projected what they will receive,

ves, because the local govermments use it in the

preparation of their budgets.

Case No. 66851
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A Correct.

0 Have you had any contact with Fernley
regarding the C-Tax at any tiﬁe after 19967

A No, not that I recall.

Q Now, you've had some dealing with the Fernley
Incorporation Committee at gome point in time.

A Yes.
Q Was it your understanding that the Fermley

Incorporation Committee was made up of govermment

officials?
A I don't believe it was, not the initial one.
0 And the one that you dealt with, how long was

that period of time that you dealt with them?

A It would've been from when I started in local
government finance in October of '95 through, I believe,
June or July of 1996,

Q And during that entire time, was the
incorporation committee for Fernley that you dealt with
made up of govermment officials or private citizens?

A Private citizens, I believe.

0 What's your understanding of what a
cooperative agreement is?

A It's an agreement between two or more

entities relative to providing a service.

0 Under the C-Tax.

MOLEZZ0O REPORTERS 775.322.3334
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A It could be for something other than C-Tax.
0 In relation to C-Tax, since that's the
category that you are the person most knowledgeable
about, what's your understanding of cooperative

agreements between C-Tax recipients?

A As far as any that exist?

Q Yeah.

A To my knowledge, there are only two.

Q And there's only been two since 1997 till the
present?

A As far as I know.

Q What are those two?

A The first -- and I can't remember the exact

date it started -- is between White Pine County, the City

of Ely, and the White Pine County Hospital District.
There are only three other entities in White Pine County
that receives C-Tax, which are the three small towns --
Liong, McGill, and Ruth, and they're administered by the
county. So the basic agreement 18 between those three
entitieg I've already listed. They formed an agreement
where they would go outside of the regular C-Tax
distribution formula and they developed their own, the
essence of which was that Ely would get a higher

percentage of C-Tax than what the formula provided and

each of the other two entities gave up some of their

Case No_ 6684
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percentage. That agreement is subject to renewal every
two years, and the current agreement expires June 30th of
2014.

0 And what was it that Ely was doing in order

to get more of the C-Tax than it had previously been

assigned?
A They ceased levying property tax.
Q And why was that beneficial to White Pine

County? Do you know?
MS. NICHOLS: Objection. Assumes facts.

BY MR. VELLIS:

0 That's true, maybe it's not beneficial. But
I assume it was beneficial, since White Pine County is
giving up money to Ely. Correct?

A But they were also able to levy a higher
property tax.

0 So the purpose of it was to allow -- or the
benefit to White Pine County was, by giving more money to

Ely, they were able to make that up by levying a higher

property tax in the county.

A Which could provide services for the entire
county.
Q And when did that cooperative agreement take

place, if you know?

A T believe it was first --

Case No. 668
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Q' Approximately.

A T belieﬁe it would've been created in 1999.

It would've had an effective date of July 1st of 2000,
because now it's on that two-year cycle.

0 So that cooperative agreement, basged on your
review of it, provided a benefit to both parties. Ely
got more money in C-Tax, which allowed them to spend that
money in the City of Ely, and White Pine County got more
property tax, so that they could issue more property tax
in the county and use that money for the county.

A Esgentially, because the county has the
higher assessed value in which to apply that tax rate to.

0 Well, I‘m.jﬁst trying to establish, both

gides got something in that deal.

A Correct.
o} Now, what's the other one you know about?
A The other one I'm aware of is, subsequent to

the 2011 session of the Legislature, I believe there was
an adjustment made in the C-Tax distribution of Clark

County between the county and the five incorporated.

cities.
Q And what was that?
A They adjusted some part of the formula, and T

honegtly can't remember whether it was the tier-one

calculation or the tier-two calculation, but; in essence,

Case No-6
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it affected the C-Tax income for the cities and the
county. It did not affect any other entity in the county
ﬁhat receive C-Tax. |

Q What were the five cities? Do you know?

A City of Las Vegas, Boulder City, Henderson,
Mesquite, North Las Vegas.

Q And did these cities then end up getting more
money in C-Tax or less money in C-Tax? Or how did it
work?

A I believe there was an adjustment to Mesquite
out of one of the distributions, where they received less
than what they had previously received, but I believe the
other cities got ‘more.

Q And do you know what the basis for doing that
adjustment was?

A There was an error in what I believe is

¢alled the 1-Plug calculation.

Q And what was the error?
A I'm not sure about that.
0 8o based on that error in the 1-Plus

calculation, Mesdquite was getting more money than it

should've been getting?
A Under the formula.

Q And so this cooperative agreement was to

rectify that.

MOLEZZO REPORTERS 775.322.3334
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A Yeah. And I believe it was for ocnly two
years, because the 2013 session delved into that and. made

some other adjustments.

0 Is the cooperative agreement still in effect

between these five cities and the county?

A I don't believe it is.

Q So it only lasted for a couple years?

A Just for the biennium.

Q And then the Legislature fixed it, or did

something to it.
A That would be a more accurate term, that they

did something.
Q Other than those two cooperative agreements,
do you know of any other cooperative agreements that have

existed between any local government entities since the

enactment of the C-Tax?

A No.

Q Do you know of any other attempts to get
cooperative agreements that failed?

A Not that I recall.

Q Is it your understanding that when the C-Tax

was enacted, these local government entities got a base
amounit that they were to receive going forward?

A Yes.

Q And then there were some additions from

Case No. 668
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A The money that was not spent?

0 Yeah. |

A It might appear as an increase in some othér
function or -- or they might've reduced their overall
expenditures because of the impact to the econoy.

0 Have you had countieg where they've had
reductions not just in police but in their expenditures
over the last few years?

A Yes.
0 When you look at that and yvou're looking at

their budget and they have reduced expenditures, do you
also look to see if their C-Tax isg also being reduced, or
does itlstay the same?

A It could be a reduction or it could be a
reduction in their property tax revenues.

0 I'm just talking about the C-Tax. Do you
lock to check, or that doesn't really enter into your
thought process?

A It could, depending on the amount.

0 Do vou recall situations where you’ve had
people decrease services and their C-Tax has basically
stayed the same or gone up?

A T don't recall that, no.

Q Ms. Rubald was in here earlier and she

indicated to me that the two main areas for local

Case No. 6685p
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governments to finance their servicesg were property tax
and the C-Tax.

A Correct.

Q So in that regard, C-Tax is pretty important
to local governments.

A Yes.

Q And the amount of C-Tax you get ig going to
assist you in financing the services to your population.

A Correct.

Q And when you have thege conversations -- or
maybe you don't have them, but if you have conversations
with local government entities, do they ever discuss with

you other services they want to provide but they're

unable to provide, because they don't have the money to
do so?

A I don't recall that, no.

Q You don't oversee Fernley anymore. Correct?

A That's correct.

0 Do you know, off the top of YOHI‘ head, what
Fernley's property tax rate is?

A Not off the top of my head, no.

o) Ig there a limit on the property tax that can
be charged?

A Yes, there is.

0 What is it?

%ﬁeNﬂfﬁ??
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7 Writ of Mandamus Nevada Supreme Court 01/25/13 | 1371-1372
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Page 40

right there. Uh-huh.

Q Okay. So the City of Fernley Incorporation Committee
had proposals for how they would pay for services provided by the
City of Fexnley; ls that correct?

A Right, uh~huh. That would be correct.

Q And they estimated that they would be receiving C tax
revenues of $87,979; is that correct?

A That's what it says, yeah. I'm sure that's what they
were receiving at the time.

Q Ckay. At the time, did they anticipate that those C tax
revenues would increase?

MR. VELLIS: Objection, lacks foundation, calls for
speculation, vague and ambiguous.

THE WITNESS: Right, I have no idea what the
incorporation committee would have been thinking on that.
BY MS. NICHOLS:
Okay. In the petition -- I'm just looking at page 3 ~-
Okay.
-~ they talk about police protection.

Uh“huh .

Lo T T« T I < §

And it says the Lyon County Sheriff's Department is in
place and provided by the County. 2And a little later on, it's
proposed i there are some proposals.

A Uh-~huh.

Q S0 would the ILyon County commission have been concerned
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With whether or not the City of Fernley would have adequate police
protection?

A I don't believe so, because the sheriff is required to
have a presence in the city. And the sheriff at that time was
Sheriff Sid Smith -- had already guaranteed people, and this was
public statement, that Lyon County Sheriff's Office would continue
to provide those services for the residents of Fernley.

Q As a Lyon County commissioner, were you conderned about
the City of Fernley paying for those services?

A I'm not sure what you mean, paying for them. They paid
for them anyway. They paid for them through the general
ad valorem tax. It goes through the general fund.

Q Was it anticipated that thére would be any change in the
police gervices between the time that the town -- when the town of

Fernley became the City of Férnleyé

A Would be any change in the police services?
Q Yes.
A You are a little ambigucus. What do you mean, "change"?

What are you talking about?

Q Did the City of Feknley Incorporation Committee
anticipate that the police services would stay the same after’%he
clty incoxporated?

MR. VELLIS: Objection, lacks foundation, calls for

speculation, vague and ambiguous.

THE WITNESS: I have no idea., That's the incorporation

SUNSHINE REPORTING - 775 323~ 3411 CMGNO{?%%
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conimittee. I have no idea what they were thinking.
BY MS. NICHOLS;

Q Okay. When you reviewed the incorxporation committee's
petition -~

A Uh~huh.

Q ~~ did you have concerns agboitt how the City of Fernley

would pay for services?

A I probably did. I think most of us did. We were
concerned that there may not be éenough money. But then, I believe
the incorporation committee, when they presented this to the
county commissioners, assured the county commissioners that the
City would only be providing servicés that they could adequately
fund through this proposed budget that was .coming in.

‘They were not going to get overboard in their services
and things they were doing. But, there again, that's the

incorporation committee.

Q And now, we are in 2014.
A Yeah.
Q I'll represent I believe your complaint was filed in

2012,

A Uh—huh.f

Q So in 2012, were there services -- and I'll ask you, in
2012, you were the mayor of Fernley, correct?

A Yes, that's correct.

Q Okay. In 2012, wexre there services that the City of

i sl T T e S R Tt o T amd A T e T = & Srmessrrrsin
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Fernley was unable to provide or was unable to fund?

A Reécreation; street, road repair. I mean, adequate
street, road repair, which is probably a common thing with any
eity.

Whatever else. I mean, in 2012 --

MR. VELLIS: You are asking him, does he recall, sitting
here right now --

THE WITNESS: I don't know. Thingé'that we were trying
to do, there are a lot of things. You know, people always have a
wish list. But the City of Fernley, basically, was, you know,
zero dollars, zero dollars. Your budget was zero.

We didn't -- it wasn't like we had a million dollars
sitting here or anything there. In fact, in 2012, I'm not sure we

even had a contingency because money was s tight. That would be

the '11-'12 budget.

I remember the assessed valuation of Fernley had
plummeted from 762 million to 440 million. That's a big drop, big
drop.

BY MS. NICHOLS:

Q So in 2000, when the City was considering incoiporating,
cotild théy have anticipated the drop in revenide in 5012?

A I don't think anybody could anticipate what happened in
2008, 2009, 2010, and was —— housing market and what -- you know,

the great recession, as they call it. I don't know anybody that

anticipated that.

2
£
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Q

A

didn't say that.

" Q

State of Nevada's Department of Taxation?

A

Q

Nevada Department of Taxation?

A

Q

Oh, I'm soxrry. 3

—-- "of the Department of Taxation worked wvery hard." I

As a Lyon County commissioner, did you work with the

T T e e e

No. No.

So did you receive figures or correspondence from the

]
i
i

No, I did not.
So that was just the incoxporation committee?

Uh-huh, uh-huh. I guess.

MR. VELLIS: Dor't gueds. If you don't know —-

THE WITNESS: I mean, she's asked that. I guess they

received correspondence. I would have no idea.

BY MS. NICHOLS:

Q

Okay. So, now when -— I just want to -- when the City

of Fernley Incorporation Committee came to the Lyon County

commission with their petition, did they anticipate that the City

of Fernley would have adequate funds for police protection?

MR. VELLIS: Objection, vague and ambiguous.
¢
THE WITNESS: I would have no idea if they did or not.

BY MS. NICHOLS: 1

Q

whether the City of Fernley, if it incorporated, i1f it would have

had adequate funds to provide the services that it wanted to

[ E Y s e e e e

Wouldn't that -- would you have been concerned with
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provide?
MR. VELLIS: Objection, asked and answered.
THE WITNESS: By "services," you are talking of all
services?

BY MS. NICHOLS:

Q Yes.

A Whole thing?

Probably had some concern. But I think one of the
things that puts these concerns to rest was that the sheriff at
the time had publicly stated that the Lyon County sheriff's
service would stay the same as it was right then. That was very
reassuring to the people of Fernley.

Q Sure.

A And, you know, it's his office, it's his budget. So
there would be no drop in police protection or anything that comes
under the purview of the sheriff's department.

Q Was it also anticipated -- we already talked zbout that,
the fire protection had stayed the same?

A Right.

o] And was it anticipated at the time of incorporation that
the fire proteation would stay the same?

MR. VELLIS: Objection, lacks foundation, calls for
speculation, vague and amblguous.

Go ahead.

THE WITNESS: Yes, I believe it was, that they felt it

e e I R e e A e e e s
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meeting.

We also askéed for years for reinstatement of the
7.77 cent ad valorem road tax that they took in 2003 and folded
into the general fund so they wouldn't have to share any with
Fernley or with the City of Yerington too.

They just reinstated that July 1lst of this past year,
finally, which brings that amount of ad valorem 7.77 cents to the
City of Fernley based on our assessed valuation.

You are talking here about, oh, 350-, $360,000, but
that's just happened, again. So for years, it was kind of an
adversarial thing. It was like we're not going to help Fernley do
anything. And I'm not sure where that adversarial relationship
developed, but it, for some reason, did.

Q Okay. Other than asking for PILT money and ad valorem
taxes, has the City of Ferinley approached the Lyon County asking
for other revenues?

A Consolidated tax, yes, we have, yeah. TWe've asked for a
portion of consolidated tax to come -~ that Lyon County receives
to come to- the City of Fernley. We've asked two times on this,
once for 10 percent of the censclidated ~- or, of the consolidated
tax that Lyon County receives.

And another time, we've asked for $200,000 outright,
which is the same as the other incorporated city in Lyon County
receives from Lyon County, from the consolidated tax. We have

asked for those. We've been turned down every time.
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Q Okay. So PITLT, ad valorem, consolidated tax. Did City
of Fernley ask Lyon County for any other révenues?

A I don't know of any other revenues they could ask for,

Q And what service does the City of Fernley want to

provide, or what does thé City of Fernley want that money foxr?

A Well, primarily, to improve our infrastiucture in roads,

for one. And we have a desperate need for main arterial roads
connecting to the state and federal highways to be upgraded.

Main .road into the industrial park, Newlands,

East Newlands Drive is despérately in need of repair, considering
the amount of traffiec that goes in there,

We would like to upgrade our downtown enhancement area
and stuff to promote econcmic development, more economic
development through, you know, business and stuff. We've been
very successful in our economic deyelépment efforts in bringing
industry to Fernley, but, you know, it takes money to do that.

We would also like to do some upgrades to our parks.
The major one is the In-Town Park and the Out-of-Town Park that
are the highly, highly used parks.

We would like to provide more things; like a ski board
park; motocross, things like this, that kids can use them. We're
also in the drawing board of looking at a community center,
convention cefter, civié ceénter, whatever you would like to call
it, where the community can have events and stuff.

And we tcan promote small conferénces, conventions to
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come to Fernley and have their conference there, you know, like
League of Cities, Nevada Association of Counties, some of these
regional service groups; like Rotary and Lions, that have their
little Aistrict meetings and stuff. Right now; we can't do that.

Right now, if you want to have a function of more
than -- more than 40 people in Fernley, you don't, unless you use
City Hall. And that's —— there again, in City Hall, we can put
about 80 -- 80 in City Hall, but it's very limited as to
usablility.

To have a nice function where you could have a dinner
auction, dinner dance, presentation or something, award
cerenmenies, whatever, there is no place in Fernley to be able to
do that.

Q Has the City of Fernley approached Lyon County to get
more revenue to provide police services?

A That's part of what we -- onhe of the things we would do
with this extra money that you just asked me about, 1s provide

more police services, right?

We would —— one of the thoughts that has been bantered
around is if City of Fernley received a fair share of the
consolidated tax, we could then contract with Lyon County for more
deputies that the City would actually pay for, but to -— they
would be assigned to the substation in Fernley, because we're
probably better than —— we have less than half of what should be

in a city our size.
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Q Has the City of Fernley approached Lyon County asking
for funds for fire, additional fire protection?

A No, because that's a separate entity,

Q Okay. That's Norxth ILiyon County?

A That's North Lyon County Fire District, ves.

Q Has the City of Fernley also approached the legislature
seeking additional funding?

A Yes, we did. In 2011 legislature, we had a bill that we
wrote up and had introduced in the assembly, went to —— assembly
taxation and Chairman Kirkpatrick. The bill had a hearing, no
action was taken on it and never saw the light of day again.

We had proposed that the City of Fernley receive a
one-time adjustment to the base of the consoclidated tax of
$5 million, keeping in mind our base at the time was $120,000.

So —— and we had quite a bit of data and information there as to
why this should be.

The chairman said -- and a couple members of the
committee said why don't you reduce it. There was oné paragraph
in there -- LCB wrote this up. So we took that paragraph out and
reduced the request to $2.5 million. It never even got to a
workshop or a hearing, just got swallowed up. That was in 2011/

Q Did the City of Fernley approach the legislature seeking
additional funding again in 2013?

A No, we did not.

Excuse me. Yes, we did. Yes, we did. We tried to get

Tl
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some people to introduce legislation or put it as an amendment and
rider and stuff, but we were not successful on that. But we had
no formal bill like we had in 2011.
The bill, I believe, was AB 40. It was heard early on.

It was heard within the first 10 days of the session in 2011. And
despite all of our efforts to get the things back on to the ——
into the working group and bring it back to the committes, it
never did.

Q Were you involved in the decision to bring a lawsuit

against the Department of Taxation and the Treasurer?

A For this matter?
Q Yes.
A Yes, as mayor, I would be, yes.

Q What did you think the end result would be of £iling a

lawsuit?

MR. VELLIS: Objection, calls for a legal conclusien.

Go aliead, you can try to answer,

THE WITNESS: That was our final alternative to seeking
relief on this consolidated tax, which we feel is —-- you know, the

things there.

We have been to the legislature. We talked to the
Governor's Office. We had several meetingé with Taxation. They
just said no, we can't help you, we can't do this. Our only
remedy left was legal proceedings. That's where we are.

BY MS. NICHOLS:

R
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that, And it's a fun thing because it's pretty scary, you know.

We get things really decorated up and stuff, and the kids love it,

and the parents.

It's just safe trick-or-treating, so to speak, because
they do that. And then there's always candy and stuff that's
donated by WalfMart;and Scolari's and various entities. So that's
where that would come from.

Q And where -- well, we know what it goes towards. Whexe
does the money come £rom?

A Most of that money would probably come out of the
general fund. Some would be donated. A little bit of that would
actually come in donations for a particular event, whether it's
the Pro Rodeo, whether it's 4th of July or the Spooktacular,
whatever it may be.

There will be some people that actually will put in $50
toward it or something, not a large amount of money, but some of
it is.

The 4th of July, yeah, there's probably close to $10,000

in donations might come toward that. 4th of July is a big deal in

Ferrley, a real big deal.

Q Has the City of Fernley had to cut sexvices dye to lack
of revenue? |

A Yes, we have. We've dropped our workforce by
30 percent, which is pretty significant. Our employees up until

this year had not had a raise in three and a half years of any
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sort, nothing, zero, nada.

And this year; they received a two and a half percent
across the board for everybody, because we finally got enough
money put together that we could do that. BAnd we felt that it was
important. -

And, of course, City of Fernley employees are unionized,
the hourly ones. They are represented by the IBEW, so -- but that
was the first time.

So things have been tight. Weé have every department
watch their overtime. And of course, you know, we have te have a
little money aside for something.

This year, on 4th of July, for @xample, that afternoon,
we had a major rain event in Fernley. We had over two inches of
rainfall in two separate entities —- or, events within three hours
of each other, causing over $160,000 damage to reoads and storm
drain.

That's four days into the fiscal year, we're hit with
160,000-plus dollar damages, whic¢h yel have to repair those
things. So already, it's like, whoa, the road fund just took a
major hit, which causes projects to be put off and stuff.

T%Fse are things you can't prepare for, or, you can
prepare SOméwhat, but you can't anticipate. But we can't prepare
because we just really don't have the dollars to set aside and
say, hey, let's put a million dollars or $500,000 in a, duote,

"rainy day fund" that most entities have. We don't have that
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Winnemucca or Mesquite or Boulder City, or .anybody.

I mean, we don't get as much money as the television
disstriet in Elko County. A television district. City of Fernley
gets less.

So we started asking questions. We had meetings with
the Department of Taxation. And after two or three meetings, we
were told, "Well, the formula works." That's a quote. That's
what we were told, "The formula works.,”

S0 we said, well, we're going into this a little
further. So we Kept looking at it and trying to devise how this
formula works and how a clty of 19,000 people would only denerate
$140,000 in consolidated tax.

When you consider the hotels or the motels; the
restaurants, the truck stops, the Lowe's, theé Scolari's, the
Wal-Mart that's in the City of Fernley, none of this made sense at
all, that we wanted to receive a little more proportionate, fair
share of the consolidated tax.

So we went to Taxation. They said they couldn't help
us. We went to the legislature in 2011, got nowhere. And we then
contacted =- contracted with this firm here, Mr. Hicks and |

final alternative. That's the only place we could go to try and

get relief.
Q Okay. Did the formula for the distxibution of

consolidated tax change from the time the City of Fernlev
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incorporated to 20127

MR. VELLIS: Objection, lacks foundation.

THE WIINESS: I have no idea if it did or not. T don't
knew. I don't know.
BY MS. NICHOLS:

Q Okay. When did the City of Fernley incorporate?

A July 1st, 2001, was the official date of incorporation.

[¢] And this lawsuit was filed in June of 2012; is that
correct?

A Uh~-huh, I guess, around there somewhere, yeah.

0 8o the lawsuit was filed 11 years after the City of
Fernley incorporated; is that correct?

A Basically, uh-huh.

Q Okay. Are consolidated taxes distributed to counties?

‘MR. VELLIS: Objection, lacks foundation, calls for
speculation.

THE WITNESS: Ameng other agencies, yes. That's one of
them.
BY MS. NICHOLS:

Q So when you were a Lyon County commnissioner, were you
aware that Lyon County receivea a distribution of consolidated
tax?

A I was aware they received conselidated tax, yes, uh-huh.

0 Do you know whether Lyon County still receives

consolidated tax?
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) E
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7 STATE OF NEVADA ex rel. THE ) i
NEVADA DEPARTMENT OF ) |
8 TAXATION; THE HONORABLE ) g
KATE MARSHALL, in her ) :
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TREASURER OF THE STATE OF ) :
10 NEVADA; and DOES 1-20, ) i
inclusive, ) '
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Defendants, ) 3
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16 DEPOSITION OF MARVIN ALTON LEAVITT
17 Taken on Friday, November 22, 2013
18 At 9:10 a.m, f
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1 strike that.
2 Did you discuss the C-Tax, this lawsuit, or %
'3 any other issues related to it with anybody else? i
4 A. I don't believe so. ?
5 Q. Okay. Could you briefly tell me about your ;
6 educational background, cecllege? j
7 A. T graduated with a bachelor of s¢ience from 5
8 Brigham Young University in 1966 with a major in E
9 acgounting. f
10 Q. Any follow-up?
11 A. No, other than professional education as it |
12 relates to -- g
13 Q. What kind of professional education? :
14 A. I'm a certified public accountant. So as a i
i
15 result thereof, there's continuing education thét's }
16 required on an annual basis. !
15 Q. When did you become a CPA? ‘
18 A, 1968. :
19 Q. And did you pass the test the first time? ;
20 A, Yes. é
21 Q. Are you currently employed? ;
22 A. No.
23 Q. You're retired?
24 A. Yes.
25 Q. And where are you retired from?
st;'\&.;)a‘sisrep;)r;ciné:;:om OASIS REPORTING SERVICES, LLC CWM ngﬁ
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1 A, The City of Las Vegas. %
2 Q. Okay. And what did you do at the City of i
3 Las Vegag? ,
4 A. Over the years I held two positions. I é
5 started there in 1972. I was director of finance and E
6 then director of intergovernmental services, ?
7 Q. Okay. And which job did you hold first?
8 A, Director of finance. %
9 Q. 2And how long did you have that job for? -;
io A, Approximately 20 years. §
11 Q. From 1972 to 19927 }
12 A. Uh-huh, -
13 Q. Yes? ;
14 A. Yes.
15 Q. Okay. And what were the duties of the g
16 director of finance over that period of time? é
17 A; I had responsgibility for essentially the ;
18 entire financial system of the City, the treasury é
19 function, the budgeting, éll of accounting, financial |
20 reporting. I represented the City at the Nevada
21 legislature for a number of years. i
22 Q. Okay. And when you say you represented the ;
23 ¢ity at the legislature, what was that function? What i
24 did you do? Did you lobby basically? ;
25 A. I essentially lobbied. That's right. ‘
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issues other than finance.

Q. Okay. 2And just for the record, Mr. Leavitt,
this is Josh Hicks. He's my partner.

MR. HICKS: Nice to see you. Sorry to be a
little late. .
BY MR. VELLIS:

Q. And seo those were the two jobs you had from
1972 until you retired when?

A, 2001.

.Q, Okay. Any other employment other than that
during -- let's say from 1972 forward?

A. Okay. In 2001, after I had retired from
full-time employment with the City, I then entered into
a contract with the City of Las Vegas and the City of
Henderson to represent them again at the legislature.

Q. Okay.

A. And eventually added other cities. They
formed a consortium which involved those two cities plug
the city of Reno, the city of North Las Vegas and. the
city of Sparks, essentially the five largest in the
state, and I represented them up through the 2009
legiglative session. |

Q. And on what kind of issues did you represent

. them --

A, Pinance and taxation.

{
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1 A, That's correct.
2 Q. ©S8o the information you get is apples to apples ?
3 when you lock at it, what categories they're using? %
4 A. That's right, and as the law changes and such, é

5 those are revised.
6 Q. Okay. And I think you gaid briefly that the ;
7 Committee on Logal Government Finance is kind of the 5
8 liaigon between the state and the local governments. I8 é
9 that a legislative body? Is it an independent body? "
10 What is the Committee on Local Government Finance? %
11 A. Well, the Committee on Local Government é
12 Finance is established by state statute. It is composed %
13 of 11 members, three of which are appointed by the ?
14 Nevada League of Cities, three by the Association of ?
15 Counties, three by the Nevada Society -- two by the é
16 Nevada Society of CPAs, three by the schools. g
17 Q. Okay. And you've been on that committee for 'i
18 35 years you said? é
19 A. Yes,.
20 Q. Okay. BAnd how were you appointed to it, which %
21  one of the group -- | %
22 A. Cities. .
23 Q. Cities? é
24 A. DNevada League of Cities. é
25 Q. Okay. And what kind of -- this is probably f
www.oasisteporting.com  OASIS REPORTING SERVICES, LLC Ca?@iﬂmf@%‘g?
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Page 32
the beginning of the discussions of the C-Tax and
provided technical information to the legislature so
that they could do what they need to do in writing a
bill and getting a bill passed?

A. That's right. And that committee, I believe
it was started probably by the '95 legislative session,
and it was existent from there through the 2001
legislative session. I think it was discontinued after
that.

So there was additional work besgides C-Tax
that took place during that time, but C-Tax was one of
the main itemg of work bétween '95 and '97.

Q. ©Okay. 8o you said the committee. You're
talking about the technical committee?

A. I'm talking about the legislative committee.

Q. When did you first get on the technical
committee?

A. When it was originally established in '95 if
my memory serves me correctly.

Q. And how long did you stay on that technical
committee?

A. Until it was -- till the work of the committee

wag over in 2001.

Q. Okay. Now, you said to me that this recent

2011 interim committee asgked you to provide information

L arpop— P Tr—

¥

Electronically signed by Marilyn Speclale {§01-278-560-5148)

www.oasisreporting.com OASIS REPORTING SERVICES, LLC

- CazodNg76:4300
23801620-3302-409b-1e-4cab kO Rk




P~

aat

1.0
11
12
13
14
15
16
1.7
18
19
20
21
22
23
24

25

_ Page 33
on the background of the C-Tax, and one of the things
that you talked about was a discussion about why the
C-Tax was established.

Tell me what you told them about why the C-Tax
had been established to begin with.

A. The -- as I recall -- you know, recognize that
I have given testimony on these things hundreds of
times.

Q. Okay.

A. And trying to isolate from one meeting, but in
general what had happened was there was a -- there were
a number of taxes that were distributed to local
governments by the state, and they were each distributed

by different formulas. And they were distributed even

to different local governments so that some were

distributed to cities, counties, gpecial districts.
Some were distributéd to cities and counties but not to
special districts, and all over the place by different
formulas.

And there had been -- in the 1981 legislative
gession, there was a switch between sales tax and
property tax, and there was essentially 1-3/4 percent of
the gsales tax wag established at that time called the

Supplemental City/County Relief Tax, and it was

distributed by a formula to various local governments

www.oasisteporting.com  OASIS REPORTING SERVICES, LLC
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Page 34 ?
1 with the intent that that would offset directly property i
2 taxes that had been levied for operating purposes by %
3 those local governments prior to that time. i
4 And so that was a formula that was developed. §
5 I happened to be on the committee that developed it by §
6 the way but... ;
7 Q. I could guess that, I think. ;
8 A, But, anyway, it had been in existence with é
9 gsome changeg over the years, and there was questions as g
10 to whether, you know, some local governments that had %
11 come into existence subsequent to that time and some E
12 local governments were dissatisfied -- you know, they ?
13 always are -- about how much money they're getting out ;
14 of that, and so it was -- and then there was a tax which E
15 wag equal to one-half of 1 percent of the sales tax g
16 called the Basic City/Counfy Relief Tax, and it was j
17 distributed to cities and counties by a formula that ?
18 said if there were no ditieé in the county, the county f
19 got all of it. E
20 If there was one city in a county, it was E
21 divided between the city and the county based on E
22 relative populations. If there were two or more cities i
23 in the county, it went only to the cities by their %

24 relative population.
25 And so dome of the cdounties, particdlarly %
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1 A. Yes, I'm certain, {
2 Q. And my understanding is that they were talking E
3 about in this document, if you look at the first page, E
) 4 it was Senate Bill 254, which was the bill that
5 eventually became the C-Tax, correct? ;
6 A. Yes. é

7 Q. 8o what you're referring to -- tell me if I'm
8 wrong -- is that you're tellinhg us what- the goal of the ;
9 C-Tax was in that statement? f
10 A. That's correct, and that specifically relates %
11 to what I had talked about earlierAas being the excess. g
12 Q. Okay. é
13 A. And not ~-- of course, the base comes in as to ?
14 whatever it was prior to the implementation of this new ;

15  law.
16 Q. Right, ;
17 A. So when we talk about this, we're talking g
18 about the distribution of taxes that are in the excessg ;
19 portion. !
20 Q. Okay. What would happen to a city, for ?
21 example, and I can tell you this is -- and we can go 5
22 through it in a few minutes -- the Fernley situation, ?
23 where you héve a city which is not an incorporated city %
24  when the law first came in, has a low base amount, E
25 becomes an incorporated city, dees not have a;bolice ) é
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Page 70
people in ten years, that hag a lesser population now
than Fernley, and their C-Tax is $7,630,000, Their
increase over ten years is ten times the total that
Fernley now receiveg, and what I want Eo know ig, is
that the way the formula is supposed to operate? Is it
operating the way it was intended?

A. I think it is because we are dealing -- and
the testimony that I'm talking about here, I'm dealing
with one bill that relates to the distribution within a
county.

What you're talking about there when you
compare with Boulder City, you're talking about the
distribution within -- between countiesg on a statewide
basis which relates not to thig bill but to bills passed
earlier which relates to the first tier and not the
second tier of the digtribution.

Q. Right, but then how does somebody -- I assume
that the testimony we talked about in Exhibit Number 1,
where we read -- which I read about you want to get the
revenues where the need is greatest, that appliesg over
the board through the state. That's what you were
trying to do with C-Tax is make sure the revenues get
where needs are or not?

A. On C-Tax, we are talking about there was a

decision made before we ever got into the C-Tax that we

P I Yy

T e
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1 were going to do nothing with the first tier. %
2 Q. Okay. E
3 A. And that we were only going to -- this would g
4 only affect the second tier. So we're talking about the %
5 way taxes are distributed within a county, not among ﬁ
6 counties., i
7 Q. Okay. ’
8 A, And so this really has nothing to do with
9 anything with -- between Clark and Lyon or between :
10 Washoe and Lyon or between Clark and Washoe or between %
11 any counties. We're talking about only within the %
12 county. g
13 Q. But in that instance, if you were a taxpayer i
14 in the city of Fernley, would you feel like you're -- ;
15 because you're a small county -- getting.treated i
1
16 disproportionate to perhaps somebody in Clark County E
17 because they seem to be getting a significantly larger i
18 portion of C-Tax than the taxpayers receive for their %
19 ity in ﬁernley? E
20 A, The argument would be -- I suppoge it's an E
21 internal argument. We would say, the people in Claxk E
22 County would say, "We're the onés having to provide the é
23 infrastructure. We're the ones providing the taxes. }
24 We're the ones having to do all of thig, and the.sales F
o5 tax is collected in Clark County. We think it should |
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1 and that's why I asked you the guestion previocusly, does é
2 the police department make up a seven and a'half million g
3 dollar differerce between Fernley and ﬁoulder City when }
4 Boulder City has got a population of 15,000 and Fernley E
5  has Qot a population of 19,000? Fernley clearly is §
6 growing much faster, and Boulder City has had a ?
7 population increase of 57 people in ten years, Is seven é
8 and a half million dollars related solely to the police ?
9 department? _ é
10 A, And I'm saying that it's not a failr comparison i
11 between Fernley and Boulder City because we're dealing i
12  with something in different counties. ;
13 Q. That's because of the different counties. :
14 A. Tt's unrelated to this bill. ;
15 Q. Okay. Then other than going to the ballot box
16 or going to the state legislature, is there any 1
17 mechanism within the system, within the C-Tax system for ;
18 Fernley to go and get a change in their base allocation é
19 based on the growth that they've experienced over this j
i
20 period of time? }
21 A. I'm not aware of one. I suppose if they took j
2.2 on additional services, so if they decided they would . %
23 have police tomorrow, it would be possible to do ;
24 something, but that's not practical. I mean, the }
25 practicality of it is if they took on police,mthey would 5
|
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’{ 1 have to have money to fund the police. g
2 Q. Exactly. E
3 A. And you don't have money to fund anything E
4 else, ;
5 Q. So it's a Catch 22. !
6 A. Now, however, you get back to the question }
7 that I brought up earlier. %¥You know, even though they %
8 didn't have as much going in, they -- all of this growth-i
9 they have been experiencing does provide them'other ?
10 taxes, you know, growth in other taxes that are i
11  unrelated to the C-Tax in which to operate, but, anyway, é
12 it's --
( 13 Q. Right, and I agree with you. The Catch 22 to E
14 this is even when you have the newly incorporated city %
15 that is required to have a police department, how many ?
16 newly incorporated cities have the funds to staff and %
17 have their own separate police department. Was that E
18 investigated at all by the committee when they came up §
19 with that provision? E
20 A. The police is one of the big problems around 3
21 the state, and, of course, within this -- in this :
22 particular case, we had a bunch of -- we had a
23 discussion, as I remember, at the very -- at the meeting
24 when the Committee on Local Government Finance was 1
Q} 25 discussing this incorporation, as to whether’éhey would g
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1 Q. Mr. Leavitt, we're back on the record. You're E
2 still under oath. g
3 We were talking about a particular enti£y that %
4 perhaps had a C-Tax distribution, had a police ;
5  department and then decided to disband its police %
6 department, and my question was whether or not they %
7 would then suffer under the formula a loss in their é
8 C-Tax revenue. ?
9 Would they or would they not, or would it stay.g
10 the same? i
11 A. I c¢annot think of a provision in there that -- é
12 in the statute the way it exists right now that if they {
13 decide not to provide a particular service, whether it ;
14 be police or some other service they have, that they ;
15 would automatically get a decrease in the -- %
16 Q. Let me ask you, when>it first started and.they %
17 established the base amounts for the participants that g
18 were in the system at the time, how did they determine é
19 the base? How did that work out? How did each omne of é
20 these entities get their base amount that they operate
21 under? ;
22 A. The base at the time that this -- the 1997 E
23 legislation was enacted, the base was determined by the !
24 amount of money they received in the prior year from }
25 each one of the six taxes. | ) i
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1 Q. Okay. j
2 A. And so that, as I indicated earlier, some i
|
3 governments‘received all of those six. Some received as {
4 few as only one of those six, }
5 Q. Okay. {
6 A, And some in between, all the way in betwgen. :
7 So we have a huge digparity in the amount that any one %
8 particular government got. é
9 Now, the legigslation provided when they went E
10 into thié that a government that felt that foxr some ;
11 reason that they were -- that their base was too small {
12 in comparison to other similarly gituated governments, g
13 they had a sort of one-time appeal, and they came to the ?
14 Committee on Local Government Finance, and they made i
15 their case as to whether they should get an increase in %
16 their bage at that time. And as I recall, we had a %
17 couple of them, ox something like that, that actually ;
18 came -- E
19 Q. Okay. :
20 A. -- to the committee. '
21 0. And then after that, that base stays with that 5
22 entity for eternity as long as the C-Tax system ig in %
23  effect? l
24 A. Well, as I indicated, the base moves up every g
25 year now. |
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o 1 Q Was that over 10 years ago?
& 2 A Oh, yeah.
3 0 Because of that, then, I'll go over a little bit
4| of the rules that we're operating under today so you know
5| what's going on.
§) A Thank you. ZAppreciate that. What's your name?
7 0 I'm Clark Vellis. I'm sorry I didn't introduce
8| myself. I represent the City of Fernley.
9 A Okay.
10 Q We're here today regarding a lawsuit that was
11| brought by City of Fernley regarding the consolidated tax.
12| You seem to be someone, in looking at all the old records
‘( 13| back in 1997 forward that was involved with the technical
14| committee that helped draft the consolidated tax.
15 Is that correct?
16 A That's correct.
17 Q All right. As a result, we wanted to ask you
18| some questions regarding that.
19 A Sure.
20 Q The deposition process is our chance to ask you
21| questions under ocath. The oath that you took Just a few
22| seconds ago is the same oath that you would take in a
23| court of law. You understand that?
- 24 A Sure.
! 25 o) You understand that the penalty of perjury
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7 1| private business.
' 2 ©  Right.
3 A And I believe it's back in 1981 when we had the
4| tax shift and the state required the local governments to
5| reduce their property taxes by a very significant amount
6 | because Proposition 13 was being threatened to be put into
7| Nevada in 1980-1981.
8 The legislature enacted the tax shift which
9| required local governments —— primarily their target was
10| cities and counties, general purpose —— to decrease their
11] property taxes significantly. Now, I know as the former
12| Carson City finance director our property tax revenues
Q 13| decreased by 75 percent.
14 The state enacted the SCCRT, the Supplemental
15| city/County Relief Tax, which is 1.75 percent of what you
16| pay at a store, so it's the big enchilada. They enacted
17| that to generate sales tax revenues to make up for the
18| loss local govermments were going to have in property
19| taxes.
20 So at that time the discussion was —— and I
21| started with Carson City in 1986 and Carson City was
22 | bankrupt at that point. And so I went back to research
23| why Carson City was bankrupt and what we had to do to get
. 24| it up and going again. And, basically, what I found at
~ 25| that point was that the special districts weren't supposed

MOLEZZO REPORTERS — 775.322.3334 \{X” R
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to be part of that SCCRT distribution. That was the
original discussion. But then when the special distficts
came to the legislature later on in the session and said,
Wait a minute, our property taxes are going down, too, so,
therefore, we need to have part of that SCCRT sales tax,
then they received a distribution of the SCCRT tax.

That is where, I believe, most of the money for

these enterprise districts would have come from, because
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| property taxes and one that was generating $500,000 in

the enterprise districts never received cigarette tax and

motor vehicle tax —-—

Q Right.

A -— and any of those others. It was the sales
tax. So this is what happened: Let's say you had an

enterprise district that was generating $1 million in

property taxes, okay?

The SCCRT is going to go more to this quy
because he's going from $1 million to $250,000. This
quy's going from $500,000 to 100,000. Well, he only lost
$400,000 and this other guy lost $750,000. So because he
has a higher reliance on property taxes, he's gonna have
more of a loss. He will get more of the SCCRT tax.

So when you look at all of these different

entities, why their bases are different and all this other

stuff, it goes back to 1981. And if they had a high

" . — ] CaseINT: OO}Z}%
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property tax reliance at that time, then they're going to.

get a higher SCCRT than —-

Q They get a good base.
A —— somebody who had low taxes.
0 Right.

A So that's when you look at this, you'd have to
look at Jackpot and all these entities statewide. On the

enterprise funds what we did there in the mid-'90s is we

s
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said enterprise funds are not general purpose governments
and they should be relying upon their fees.
There's, you know, many, many enterprise funds.
Sewer and water entities, those types of things, don't get
C-Tax but yet the state taxpayers‘and other local
governments are subsidizing the sewer and water rates for
these people. So what we'll do is we're going to freeze
you, so in 1990 what we put into this C-Tax law was that
the enterprise districts —-- and we defined who they were
—— that because they're the normal reliance on fee kind of
entities, you're gonna continue to have that forever.
Because you got X an@unt of dollars to compensate for your
loss in property taxes, so you get that amount but you're
not going to get any of the growth. That growth is gonna.

go to general purpose governments. And that's why you see

the dollar amount in there for any of those enterprises,

it's the same dollar amount every year since the mid—'90s.
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Okay. SB-254 was enacted in what year?

1 .0

2 A I thought it was '97.

3 Q I don't know. I was asking you.

4 A Sorry.

5 Q The Technical Committee went on further from

6| that point, though, correct?
7 A Yes. We worked on other things, like other

8| types of taxes and stuff, ‘

9 0 Did you have anything to do with the C-Tax after
10| it was enacted on the Technical Committee?
11 A T can't recall. I know that just various
12| legislation, and I think there was some cleanup things,
13| but just, you know, working at the legislature. I can't
14| recall.
15 0 And my understanding from looking into this —-—
16| and you can correct me if I'm wrong —— is the C-Tax was
17 | enacted to make sure tax dollars were following growth.
18 A New.
19 Q No?
20 A Not C-Tax. New monies coming in, excess monies
21| coming from. Not the base.
22 Q Okay.
23 A Only the excess. Only the new money coming in

. 24| would follow growth.
| 25 Q Okay. And part of the reason was also to get
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Well, that's what I heard.

Q

A No, that's not what I'm saying.

Q What are you saying?

A I said several times it depends on what services

they are providing. There's dozens and dozens of services

that local governments provide.

Q Okay. So does the C-Tax only look at services

provided or services that the city or local government

‘/ﬂ ,"‘\
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wants to provide?

A The C-Tax doesn't look at where that money is
going.

Q Okay.

A That's up to the elected official in their
budgets.

Q So you don't know —— for example, the state
legislature doesn't require it under C-Tax to look at how

the money is being spent?

A That's correct.
0 Okay. You said earlier something I wanted to
ask you about. Fernley has a —— and maybe it wasn't an

all-encompassing period of time, but Fernley has a

purposefully low property tax.

A Right.
0 Is it your understanding today that they still
have that?
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v 1
) 2| BY MR. VELLIS:
3 0 We took a lunch break and we're back on the
4] record. You understand you're still under oath?
5 A Yes, I understand.
6 Q During the lunch break did you have lunch with
7 any of the defense counsel?
8 A Yes.
9 Q Which ones?
10 A Andrea and I went to lunch.
il Q Did you discuss your testimony?
12 A No.
{ 13 0 Did you discuss the C~Tax?
| 14 A No.
15 @] Did you discuss anything about what's going on
16| today?
17 A No.
18 Q Okay.
19 A Grandchildren.
20 ¢ There you go. Good lunch cenversation.
21 We were talking about your background and T
22| think I got pretty much up to present. You're also on the
23| Committee for Local Govermnment Finance?
24 A Correct.
&~ 25 0 What's that?
CAse No. 05 |
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A That's a statutory committee and it is a

¢ 1
| 2| committee which has —— T think it's three people
3| representing school districts, three people representing
4 cities,'three people representing counties, two people
5| representing the CPAs. I'm one of those representing the
6| CPAs.
7 Q All right. 2nd when did you first start on that
8 | committee?
9 A It was about, I'd say, 14 years ago.
10 0] So ——
11 A '99, maybe.
] 12 Q 1999 approximately?
(. 13 A Around there.
14 0 And have you been on it continually since that
15| time?
16 A Yes.
17 Q And do you have a position on it or are you Just
18| a member?
19 A Just a member.
20 Q Okay. And you said your membership was based on
21| your position as a CPA?
22 A Yes.
23 Q How does that happen?
[ 24 A Tt's in the statute, who appoints. A
g O  Okay. And what does the Committee for Local

; (Case No. 1
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A And Lyon County came in in support of the

incorporation along with Fernley and Department of

Taxation.
@) Okay. And the incorporation was approved.
Is that correct?
A Yes, that's correct.

Q I think you told me earlier just last year that
when that bill came up that Fernley wanted $5 million,

- =,
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Lyon County was against that, correéect?

A Yes. And we're on record against it.

Q  Okay. And just to make sure, then, in that
situation last year when they were asking for the $5
million, Lyon County was against it and you as their
lobbyist actively sought to deny Fernley the request they

were making?
A That's correct. And that has happened in other

cases, too.

Q Okay. One of the things I saw when I was
looking at this Committee.on Local Government Finance in
the statute is there's a provision that, if a local
government has a three-year period where it declines an

assessed value population, that they can review it to

reduce its C-Tax distribution.
Do you know what I'm talking about?
A There's a provision as far as whether you are a
Case No. o8 1
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 { 1 Q Right. Are they providing some sort of
2| qualitative thing saying, hey, these numbers look wrong or
3| is it just here's the numbers?
4 A They provide the numbers based on the statute.
5 0 Right. What I'm asking is qualitatively is
6| anybody assigned in the Department of Taxation?
7 A Not to my knowledge.
8 0 Okay. How did you first get on the Technical
9| Committee?
10 A By the CPA, by statute —- oh, are you talking
11| about the Committee on Local Government Finance or the
12 | Technical Committee. |
( 13 Q Technical Committee. I'm going back now. I'm
14 | switching. When SB -- is it 254 was the original bill
15| that eventually became the consolidated tax?
16 A Right.
17 o) Okay. There was SCR —— what's SCR 407
18 A Right.
19 Q What's the SCR?
20 A Oh, it's the Senate Concurrent Resolution.
21 Q Okay. And that establishes the Technical
22 | Committee?
23 A Right.
( 24 0 How did you get selected to be on that Technical
25| Committee, if you know? i

MOLEZ70 REPORTERS — 775.322.3334 A 1558




you arrive at eventually the C=Tax proposal that you made
with the objectives and attributes that we just looked at
in Exhibit 57
A The Technical Committee met many, many times

about where the problems were, what some of the solutions
could be, what do we do with growth, how do we funnel it
to growth. And it was basically a lot of sitting around
and just talking through a lot of things about, you know,

10
11

12

13
14
15
le
17
18
19
20
21
22
23
24
25

what needed to occur, how do we fix it to where entities
are able to provide service.

Q Okay. So, again, in my shorthand, you were
trying to figure ways to make sure you were getting the

money to the taxpayers that needed the services.

A Well, no. Everybody needs services.
Q Right.
A It's to give money to where areas of growth were

because the demands are greater. And if it is that growth
that is generating those revenues, then we need to funnel

that money back so the services can be provided to that

growth.

Q Okay. And how do you determine if the area
that's — strike that. How do you determine what areas
are generating the revenues? How do you go about doing

that?
A The two mechanisms were assessed value and

) - . Case No- 51
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£ 1| population.
) 2 .Q Okay.
3 A Population growth, assessed value growth.
4| Assessed value 1s important because it has a commercial
5| comporient as well as a population component.
6 0 Okay. And what do you mean by it has a —
7 A Well, we provide services to businesses. We
8 | provide fire and sheriff to businesses. L
9 0 Okay. .
10 A And so they are part of our tax base that we
11| have to provide service to.
12 Q Right. But you were saying assessed value has
{ 13| another component based upon ——
14 A Assessed value is assessed value of commercial
15| properties as well as of residential properties.
16 Q Okay. And does that show you something about
17| the growth in commercial businesses as opposed to just
18 | population growth?
19 A That's right. That's why you use assessed
20| value. It's the only factor we had to show commercial
21| growth.
22 0 Okay. I saw the name of Guy Hobbs. Was
23| Mr. Hobbs one of the people on the Technical--
; 24 A Yes, he was? '
> 25 0 How about Mr. Marvin Levitt?

——. - Fal
CasTcINU00
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RESOLVED BY THE SENATE OF THE STATE OF NEVADA, THE ASSEMBLY
CONCURRING, That the members of this legislative body express theis sincere condolences to

the family and fiiends of the late Dr. Joseph D. Wilkin; and be it further
RESOLVED, That the death of such a highly respected doctor is a tremendous loss for

Lincoln County and the State of Nevads; and be it further
RESOLVED, That the Seeretary of the Senate prepare ah
to the family members of Dr. Joseph D, Wilkin.

d transmiit a copy of this resofution

Senator MeGinness moved the adoption of the resolution.

Remarks by Senator MeGinness. .

Senator McGinness requested that his remarks be entered in the Joumal.

Thank you, Mr. President pro Tempore. Senate Concurrent Resolution No, 42 speaks for
itself, We must recognize that Dr, Wilkin was a local boy, He grew up in Lincoln County, We
must recognize the responsibitity he folt to his Hometown by returing there to practice
medicine, At the age of 35, he went to medical sohool. If alf of us think back to where we were
at age 35, the thought of going to medical school would put a chill in most of our hearts, Dr.
Wilkin did go o medical school, came back and became a “eountry® doctor: For those of you®
who know Lincolnt County as rather remote, It is-really more frontier medicine. For those
who know fow much faith is put into a family doctor, you nnderstand how much faith

everyore had in Dr. Wilkin, There was a 15-month and another 9-month period where he was

* the only doctor i the county, not just in the community but in the county. Everyone came to
his door, day and night, He delivered 155 babies, There are 155 alumni of Dr. Wilkin out there

who are very happy. He showed gteat dedication to Lincoln County by recognizing that he was
the only physician in the community and chose not to take a vacatlon or go away for weekends,
His wife and daughters know exactly what that dedication meant fo them a8 they were growing

up, 1t gives me great pleasute to support Senate Conguirent Resolution No. 42,

Resolution adopted. ' ' .
Senator MoGinness moved that all rules be suspended and that Senate ™

Concurrent Resolution No. 42 bs immediately transmitted fo the Assembly,
Motion carried, T .

MOTIONS, RESOLUTIONS AND NOTICES :
‘Senator Raggio moved that the Senate résolve. ifself info a Committee of -
the Whole for the purpose of considering Senate Bill No. 254, with Senator
O'Connell as Chairman of the Committee of the Whole.
Reinarks by Senator Raggio,
Motion carried,

IN COMMITTEE OF THE WHOLE

At 10042 am.

Senator O'Connell presiding,

Senate Bill No, 254 considered.

The Committee of the Whole was addressed by 5 _
‘Henderson, Washoe County; Guy Hobbs, Fiscal Consultant, Clark County;

Marvin Leavitt, City of Las Vegas; Michael -Pitloc

.ase

. CoF 1 g]]gﬂ

k, Bxcouivey RireploRNLEY
‘Department of Taxation and Mary Walker, City of Carson City, STATE 01% NEVAD

enator. Q'Connell, Mary |
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rg ' Senator O'Connell requested that all remarks on Senate Bill Mo, 254 be
nee entered in the Journal.

‘oss for :
SENATOR O"CONNELL:
olution I hope the beginning of this morning isn’t an indication as to how this hearing is going to
go. When one of the members of our presentation group parked in.the garage this morning he

was surrounded by military people who would not let him dut of the parking garage for the
fongest time because of the helicopters landing on the legislative grounds, The next thing:
when we were going over the presentation, one of our members got an omergency call
regarding a bomb threat in one of the court houses. I hope that is not an Indication as fo how

al, the hearing will continue,
aks for The Interim committee on S.C.R. No. 40 (of the 68™ Session) was established to study the
Ty, We faws relating to the laws relating o the distribution among local govemments of revenne from -
ractice state and local taxes. The objectives set forth for the committes wete as follows:
B wers 1, The new tax distribution system be revenus neutral for the affected governments in the .
15, Dr, first year. The objecilve further assumed constant or current service Ievels for each entity,
of you 2. The rovenue growth in fisture years be directed to follow the population growth,
those © 3. The new tax distribution should reduce competmon and encourage coopemtmn bgtween
1 falth the local governments,
e was 4, Boththe criteria and the parameters be established for the creation of new umrs of local
me to government znd for the freatment of any new Tocal government/special district In the
s there distribution formulas.
ey In order to attain these lofty goals, the people to be chosen for the technicat committec had
£ to be Nevada's brightest financial minds, The people chosen certainly lived up to our
b expectations. They ars fiscal analysts Mike Alstoy; Clark County School District; Gary Cords, .
City of Fallon; Marvin Leavitt, City of Las Vegas; Steve Hanson, City of Henderson; Mary
Henderson, Washoe County; Terry Thomas, City of Sparks; Mary Walket, City of Carson Clty
as well as Guy Hobbs, fiscal consultant, Clark County and Michael Pitlock, Executive Director,
Department of Taxation, Stats of Nevada. These outstandlng peaple dccomplished the task that
nate we set before thetm in 5.C.R, No. 40 (of the 68 Session). Five of those analysts are hers this
y. morning to explain Semate Bill No. 254, On your desks should be a packet of additional
information on the makeup of the committee as well as the information we will cover this
morning. If you really need a Iiff, Y recornmend reading Bulletin No. 97-5, the Legislative
Counsel Bureau’s Law Relating to the Distribution Among Local Governments of Revenue
from State and Local Taxes.
sy of Let me draw your attention to the fourth page of the handout, the graphs showlng the
disiribution before and after the pastage of Senate Bill No. 254. The people making the

tor :

presentation today are Guy Hobbs, Marvin' Leaviti, Mary Walker, Mary Honderson and
Michael Pitlock. On the seventh page of the handout, you will find the amtendment which will
be voted on foday, The amendment will be explained along with a section by section
discussion of the bill. ARer our five speakers finish theix presentations, we will be happy to

address any questions,

MR, Guy HoBgs (Fiscal Congnltant, Clark County):
Thaok you, Madam Chair and members of the committee, Chaimman O’Conncll coversd

many of the reasons why S.C.R. No. 40 (of the 68" Session) was initiated. The old system of
distribution that we had been using since 1981, since the tax shift, was thought to be no lonuer
effectively serving its purpose. The old systern was cumbersome, For examplénthestieroronintims
on the chatt on page 5 of the packet are disiriliuted according fo four different fmulas somme

of which use assessed valuation, sonte 0f whish uss population. In some cases, som é“?s Q%YSFERNLEY

y
2 receive those revenues. In some cases, counties only receive those revenues. In

. where there ars twa or more oities in 4 connty, counties do not share in those reverlie® THe SR OFNEYAD G |

system has been thought to have liitle flexibility, The creation of & new city, fown or other TA 1860
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* amount will bie increased by the Consumer Prige Index (CPI) in all subsequent years, This was
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form of entity is something that can create significant conflict. Also, tn one of the fastest
growing states, this system should be more responsive than it f1as been In the past. This was
generally pointed out during the Jast legislative session with 5.B. No. 556 (of the 68" Session),
the creation of a new unincosporated town in Clark County, Summerfand, and a previously
uninsorporated town of Spring Vatley. There were no méchanisms in the law that would allow
for cither of those towns to participate in the distribution of the revenues under diseussion
today. I would draw your aitention to page 2 of your packet which outlines the cument system
as compared to Senate Bill No. 254, In summary, Senate Bill No. 254 is recommending that six
local intergovernmental reverues, specificaly, the supplernental city-county relief tax, the
basic city-county relief tax, the motor vehicle privilege tax, the olgaretie tax, the liquor tax and
the real property transfer tax, which had previously been apportioned according fo several
different formulas, be pooled into a common revenus distribution fund at the county level and
be distributed among the local govetnments within a county according o a single formula. The
flowchart on page 4 graphieally shows the flow of fundg for those six revenue sources prior to
Senate Bill No. 254 and what they would be if Senate Bill No. 254 is adopted.

The revennes from the previously mentioned tax sources will be pooled at the county level
for distribution to local governments undér a singla formula. The base amount of revenue that
each local povernment will teceive will be set at a Tevel that recogrizes what it received from
any or all of those revenues during the prior two fiscal years, fiscal 1995-86 and flscal 1996-97
will be used fo establish the base distribution amounts for each local government, As Chalrman
0'Connell indicated, this was done to enswre some stability for the local governments
transitioning from the old system to the new system. The revenue distribution would not be
stich a change that it would creats a shock for any of the loeal governments, For counties,
gities, towns and special districts, the amount of rmoney that they will receive beyond the base

included fo ensure that those local governments that are noi growing as rapidly as others at
feast receive from year 0 year a constant dollar amount in terms of purchase power fo take care
of their basic needs. ; :

To the extent that thers fs tevenue in the common distribution fund at the county level from
these six sources, abave and beyond that amount which is needed to find the bese plus the CP1
from yaar 1o year, the excess amount of revenue will be distributed among and between the
local governments within a county according fo a formula which recognizes percentage change
in population from yeat to year and the percentage change in assessed value from year to year
calculated on a five-year moving average. The five-year moving average was recommended by
the technical committee to smooth out any effects from reappraisal cycles that ocour within a
‘county during the course of a year, .

Thete are several other provisions of the bill that would allow for an alternative sharing of .
revenue within a county iftwo or more local govemments determing that they wish to share the
sevenue differently between them than the formula otherwise prescribed. There are methods
prescribed that would aflow for the creation of 2 new local govemment, and the new logcal.
government would receive a distributlon from the common distribution fand if 1t meefs cettain
criteria. Some of the disincentives in the past for the merger or consolidation of cextain units of
local govemments have been removed. In 2 sense, we have created incentives for pursuing
ratfonal mergers and consolidations of certain Jocal govemnmenta units. There is also an appeal
process whereby if any local government feels the hase amount set in the formula does not
reflect its needs at the base year, There Is a one time opportunity to appeal through the Nevada
Tax Commission with the Depariment of Taxafion and the Committes’ on Local Government

Finance also reviewing the request ensuring that the base years are set at 2 level that would

reflecta need.
Section 1 throngh seetion 3 of Senate Bill No. 254 contain the defivitions and directories.

Section 4 deflnes enterprise districts as a governmental entity which is ROYE SO, PIRAYT BY

L QQ@N&?

rown but also receives funding from one of the 5ix revenue sources that sggxgi:%
into the common distribution fund, Tt also indigates that the sxecutlve director sha
JA
10974

which entities are enterprise districts pursuant to Section 12.5 of Senate Bill(lj\lgFZStk
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IN THE FIRST JUDICIAL: DISTRICT -COURT
OF THE STATE OF NEVADA, IN AND FOR CARSON CITY

~-500- -

CITY OF FERNLEY, NEVADA, a

Nevada municipal corporation @ER‘TEFEED COPY

Plaintiff,
Cage No. 12 OC 00168 1B

vs.
Dept. No. 1

STATE OF NEVADA ex rel. THE
NEVADA DEPARTMENT OF TAXATION;
THE HONORABLE KATE MARSHALIL,

in her official capacity as
TREASURER OF THE STATE OF NEVADA;
and DOES 1-20, inclusive,

Defendants.

NEVADA LEGISLATURE,

Intervenor.

Pages 1 to 90, inclugive.

DEPOSITION OF TERRY RUBALD
Thursday, December 12, 2013

Carson City, Nevada

REPORTED BY: Romona Malnerich

Nevada CCR #269
California CSR #7526

Case No. 668
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Ffrom this case?

10

Q If for amy reason I ask you a question that
you don't understand, stop me and have me rebhrase the
question until you do understand it. Will you do that?

A Yes.

0 You have been designated as a person most
knowledgeable on behalf of the Department of Taxation.
Do you understand that?

A Yes.

Q And that means you're speaking on behalf of
the Department of Taxation, not just for yourself. Okay?

A Okay .

Q Did you do anything to prepare for your

deposition today?

A Yes.
Q What did you do?
A T reviewed statutes, regulations, the

legislative history for SB 254.

Q And what statutes did you review?
A NRS 360.740 and NRS 354.598747,
o) Anything else that you reviewed or looked at

to prepare?
A No.
Q Did you read any depositions of anybody else

A Yes.

" Case No. 66851
TA 1564
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of auditors who are now conducting the net proceeds of

minerals tax audits. It used to be conducted by the

compliance division of the department,; but that has been

now given to my division.

Q So when you started in 2000 as the chief of
the Division of Assessment Staridards, were the duties the
same ag you just outlined for me for that department, or
has it changed since 2000 till today?

A There have been additional duties that have
come on over the years.

Q But the purpose of the divigion was to work

with local governments?

A Yes.
0 And the name of the division now is --
A The Division of Local Government Services.

And my title has also changed.

What's your title now?

I'm a deputy executive director.
And when did that happen?

That happened in July.

Of this year?

b Ol R ol i o

Of 2013.
0 - and have your duties as the chief or deputy

executive director changed with the change in the title?

A Yes. I'm now involved in more budget work:

(Case No. 66451
TA 1565
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0 And what was the timing issue that you were
involved with?

A Well, the way the former 1éw read was that
any agreements amongst jurisdictions would have to be
submitted to the department by December 31lst, and the
local govermments wanted more time to consider their
options and rhey wanted to consider it after the revenue
projections come out. So they wanted to change that to a
later time. I believe it was settled at April 1st, with
a notice that they might do this by March 1st, and the
reagon that became important was because it involves our
budgeting timeline.

Q Okay. And the agreements that you're talking
about, are these the cooperative agreements?

A Yes.

Q And these are agreements between county
governments and local governments or between local

governments within a county?

A Between local governments within a county.
0 What about a local government with a county?
Are there cooperative agreements between those as well,

or can there be?

A Yes.
0 Have you ever seen one?
A There's one between White Pine County and the

Case No. 66 251
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City of Ely.
0 And what's that agreement?
A T believe all the CIX distribution goes to

the City of Ely, in exchange for all of the property tax
revenue going to the county.

0 Any other cooperative agreements that you've
seen or that the department knows about, other than
between cities and counties?

A The only other one I know about i1s one that
occurred in the last few years between Mesquite and other
Clark County entities.

0 Okay. What was that?

A Tt was an agreement to redistribute the

excess, I believe.

0 How did they redistribute it?

A I'm not sure.

0 As to the history, what was the history of
SB 254? Do you know what SB 254 wag?

A Yeg, that was the creation of the C-Tax
distribution.

0 And did you review the legislative history on
that?

A T did.

Q What was your understanding of the—fmtent—of
SB 2547

Cﬁie No.16.g8571
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