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MINUTES OF THE MEETING
OF THE
ASSEMBLY COMMITTEE ON TAXATION

Seventy-Sixth Session
February 22, 2011

The Cominittee on Taxation was called to order by Chair Marilyn K. Kirkpatrick
at 8:03 a:m. on Tuesday, February 22, 2011, in Room 4100 of the Legislative
Building, 401 South Carson Street, Carson City, Nevada. Copies of the
minutes, including the Agenda (Exhibit A), the Attendance Roster (Exhibit B),
and other substantive exhibits, are available and on file in the Research Library
of the Legislative Counsel Bureau and on the Nevada Legislature's website at
www.leg.state.nv.us/76th2011/committees/. In addition, copies of the audio
record may be purchased through the Legislative Counsel Bureau's Publications

Office (email: publications@Icb.state.nv.us; telephone: 775-684-6835).

COMMITTEE MEMBERS PRESENT:

Assemblywoman Marilyn K. Kirkpatrick, Chair
Assemblyman Harvey J. Munford, Vice Chair
Assemblyman Elliot T. Anderson
Assemblyworhan Teresa Benitez-Thompson
Assemblywornan Irene Bustamante Adams
Assemblyman John Ellison

Assemblyman Ed A. Goedhart

Assemblyman Pete Livermore
Assemblywoman Dina Neal

Assemblywoman Peggy Pierce
Assemblyman Lynn D. Stewart
Assemblywoman Melissa Woodbury

COMMITTEE MEMBERS ABSENT:

Assemblywoman Lucy Flores (excused)

GUEST LEGISLATORS PRESENT:

None
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STAFF MEMBERS PRESENT:

Russell Guindon, Principal Deputy Fiscal Analyst
Michael Nakamoto, Deputy Fiscal Analyst
Cyndie Carter, Committee Manager

Mary Garcia, Committee Secretary

Olivia Lloyd, Committee Assistant

OTHERS PRESENT:

Dino DiCianno, Executive Director, Department of Taxation

Marian Henderson, Management Analyst Il, Administrative Services
Division, Department of Taxation

LeRoy Goodman, Mayor, City of Fernley

Brandi Jensen, City Attorney, City of Fernley

Joe Mortensen, Chair, Lyon County Board of Commissioners

Mary Walker, representing Lyon County

Jeff Page, County Manager, Lyon County

Dan Newell, City Manager, City of Yerington

Dan Musgrove, Director, Intergovernmental Relations, Office of the
County Manager, Clark County

Carole Vilardo, President, Nevada Taxpayers Association

Lisa Gianoli, representing Washoe County

Jason King, P.E., State Engineer, Division of Water Resources,
State Department of Conservation and Natural Resources

P. Michael Murphy, Clark Gounty Government Affairs, Las Vegas

Chair Kirkpatrick:
[Called the meeting to order. Roll was called.] Today, we have to be on the

floor by 10:30 a.m. so we have to be on our way by 10:15 a.m. We eannot be
late. We are going to begin with a presentation on the consolidated tax (CTX)
distribution. Mr. DiCianno, thank you for doing this for us, and welcomrie to

our Comnittee,

Dino DiCianno, Executive Director, Department of Taxation:
Here with me today is Marian Henderson, whom | am going to rely on
throughout this presentation in the hope that she will correct me if | make a

mistake. You should have received a document r(vExhibit C) titled “"Consolidated
Tax Distribution or, *Can anyone explain the CTX?'" Those of you listening aver

the Internet should also be able to access it.

To be very blunt, | am no expert when it comes to the CTX distribution. This is

a very complicated process that took months back in 1997 to put togetner.
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If you do not mind, we are going to change the agenda a bit and hear
Assembly Bill 47 first, since the subject is fresh in our minds.

Assembly Bill 47: Regquires a base adjustment in the formula for the allocation
of certain consolidated tax revenue and an interim legislative study of the
current allocation formula. (BDR S-315)

LeRoy Goodman, Mayor, City of Fernley:

We requested this bill be brought before the Legislature for consideration.
The bill deals with the CTX distributioh base amount in the City of Fernley. We
are not talking about the excess distribution.

I want to give you a brief snapshot. Fernley is a city of almost 19,000 people.
The city was incorporated in 2001 as a general law city under Chapter 266 of
Nevada Revised Statutes (NRS). We are the only entity that has come into
being by changing from an unincorporated town to an incorporated city since
the 1997 consolidated tax study and tax shift.

As Ms, Hendeison and Mr. DiCianno pointed out, thére is no provision in statute
for an adjustment to be made to the CTX base when a town becomes a city.
There is a provision, when a town disincorporates, for the county
commissioners to determine the CTX base, but there is no provision for
the incorporation of a city. When the tax shift was made in 1997, the
City of Fernley did not exist. We are a new entity, and this is where the

problem lies.

Some of the services the City of Fernley took over are building permits,
plan reviews, and the road department. At the time, Lyon County had a
7.777-cent ad valorem road tax, and the amount of money that came from
Fernley was put back into the town of Ferley for roads. The county
administered that. In 2003, county officials decided they were not going to do
that anymore, so they kept that 7.777 cents for the county’s general fund

ad valorem.

We had to hire a full-fledged city attorney and staff, city clerk, treasurer,
municipal court judge and staff. Those are all statutory officers required by
Nevada Revised Statutes (NRS). For the maintenance and construction of
parks, we continued a small agreement with Lyon County for $60,000 a year,
but in effect, we took over total control of the parks. Fernley does have
eight parks within the city limits. Police services had been provided through
contract with the county; it was agreed the chief of police of Fernley would be
the sheriff. We hired a city engineer and staff because we now had to do our

Case No. 66851
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own plan checks, inspections, and so on. Departments had to be created for
planning, zoning compliance, codes, animal control, and vector control.

The fire district is a separate entity in Lyon County. It is, under Chapter 473
of NRS, totally separate. In fact, after the city incorporated, but before it took
over in the 20017 Legislative Session, Speaker of the Assembly Joe Dini had to
introduce a special bill to ensure that the North Lyon County Fire Protection
District remained whole, Otherwise, according to Chapter 266 of NRS, the
City of Fernley would have been taking over that fire district. I would have
been a very small entity with virtually no operating funds. An agreement was
made, through the legislative body, that the North Lyon County Fire Protection
District would continue to operate and receive its own tax fund. It has its own
board of directors who make their own decisions. The fire district is totally

independent from the City of Fernley.

The City of Fernley also has a swimming pool district that was set up when
Fernley was a town, This is a General Improvement District under NRS 318,
and it has a 20-cent tax rate approved by the voters of Fernley. The
City of Fernley has nothing to do with that swimming pool district. It is totally
separate. These are services we currently provide. We have had several
meetings with the Department of Taxation to resclve what we feel is a problem

with the base adjustment.

Chair Kirkpatrick: .
What is the Department supposed to do? | understood you could try to work

this out with your county. | am not sure we want Mr. DiCianno or anybody else
to have the ability to go in and change things. What were you specifically

loaking for?

LeRoy Goodman:
We were looking to see if an adjustment could be made to the base, and that is

why we asked the Department of Taxation. They said they were not able to
adjust the base. We would have to go to the Legislature or to court for a base

adjustment.

Chair Kirkpatrick:
{s there no opportunity to work within your county to do this?

LeRoy Goodman:
No, that is a different issue. We are working with the county. There are

opportunities within NRS for interlocal agreements. Matters such as the
municipal and justice courts could be worked out through an agreement

between the county and the city.
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Chair Kirkpatrick:
If you change the base, does that affect my residents in Clark County? That

would be for the whole state, correct?

LeRoy Goodman:
Yes, very slightly.

Chair Kirkpatrick:

Let us be clear, because | have to go home and tell my constituents that | cut
them short on a service for the City of Fernley. | am not sure they will
understand that. When you look at the numbers, my constituents actually

produce a large part of that revenue.

LeRoy Goodman:

That is correct; that is what we are talking about. We have met with the
Department of Taxation to see if this could be clarified in person or
telephonically. They came to the conclusion this could not happen. This is why
we had Assembly Bill 47 drafted, and that is why we are here today.

For some, the question is why Fernley should receive a base adjustment.
It would give us a more equitable distribution of the pie. We know the pie does
not increase; it is decreasing. The distribution of the consolidated tax to the
entities changes every year anyway. By the middle of March, the
Department of Taxation has to have those numbers to the local governments so
they can continue preparation of their budgets.

The biggest problem we have is that the City of Fernley did not exist in 1997,
It was an unincorporated town, which is totally different under
Nevada Revised Statutes (NRS). It became incorporated by a vote of the people
in 2001, under Chapter 266 of NRS. A group of five resldents of Fernley, none
of whom were on the town board at the time, put together a petition and went
through the complete process. They submitted it to the county commissioners.
It then went before a vote of the people—where the people of Fernley approved
incorporation as a city—and then on to the Committee on Local Government

Finance.

On page 15 of owr handout (Exhibit D), you will see the per capita and
per assessed valuation figures. The chart shows the City of Fernley and various
cities and unincorporated towns in Nevada. Fernley is on the chart, but it is at
the bottom of the list wheh it comes to the amounts we get per capita and
per assessed valuation. This shows the figures for the current fiscal year

(FY) 2010-11.
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We receive an actual amount of $145,600. The City of Winnemucca, with a
population less than half that of Fernley and with an assessed valuation of
orie-third the City of Fernley, receives $2.9 million in consolidated tax (CTX)
distribution. Also in that handout, we have other data on special districts that
receive much more money than Fernley, and we are a full-service city. With our
contract with the Lyon County Sheriff's Department, we provide everything we
need to have. We would obviously not be able to have our own police force
because we simply would not have enough money.

Twelve days age, in the Assembly Committee on Government Affairs,
| mentioned we were very much a blue-collar city. Weé have the Crossroads
Commerce Center, with companies like Amazon.com, Inc.; Trex Company, Inc.;
and the Sherwin-Williams Company. We are only 15 miles from another big
industrial complex, the Tahoe-Reno Industrial Center, "

On page 21, | would draw your attention to the FY 1999-2000 consolidated tax
distribution. Fernley received $91,454. On the next page you can see Fernley
received $100,000 in FY 2000-01. You ean see the figures for other entities

too.

Look, on the next page (Exhibit D, page 25), at Elko County and the four
incorporated cities in that county and the three unincorporated towns. Their

numbers are distinctly spread apart. If you look back at the City of Fernley on
the previous page, this was when we were an unincorporated town. On page
34 of the presentation (Exhibit D) you can see under, Lyon County, the base
armounts for each year from FY 1998-99 through FY 2008-09. You will see
the numbers for Lyon County, the incorporated City of Yerington, and the
unincorporated town of Fernley.

These are printouts from the Department of Taxation and not ones we made up.
If you notice, Fernley never changes. \We never go up into the incorporated city
status. We simply stay as an unincorporated town. That is where we are
today. Fernley, according to the format of the report put out by the
Department of Taxation, is still considered an unincorporated town.

You can see, on the following pages, the various tax distributions. Fernley’'s
population has more than doubled since it incorporated. In 2001, we had about
7,000 people. Now, we have almost 19,000. Of course, that will change with
the new figures the Governor will confirm by the end of this month. '

This is an example of why we feel the base amount for the City of Fernley
needs to be adjusted. The. City of Fernley has never been recognized in this as

a city providing services. | agree with what has been said by the Committee
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today. It is best to look at consolidating services, doing things together with
the county. We are on the county's agenda for March 3 to ask the county for
some of the consolidated tax through the proper statute per an interlocal
agreement such as the county has with the City of Yerington, The
City of Fernley is now asking for that also,

The City of Fernley is 35 percent of the population of Lyon County. It is also
35 percent of the assessed valuation of Lyon County. In the bill, we are asking
for a base adjustment to $5 million. You may ask how we arrived at that
figure. There are two ways. If you take the population of the City of Fernley
and divide it into the population of Nevada, it comes to just short of
0.6 percent. This year there are $9571 million in the pot. If you take
0.6 percent of $957 million, that comes out to $5.4 million. If you do the same
with the assessed valuation, it comes out virtually the same. If you look at
Lyon County's distribution, the figure for the county itself is $13 million. If you
take 35 percent of that, you come up with $4.5 million. We just split the
difference between $4.5 million and $5.4 million and came up with $5 million,
which seemed to be a fair and equitable adjustment to the base. That is what
we feel the City of Fernley, with 127 miles of paved streets, 164 square miles
of territory, and a population of almost 19,000, deserves., We certainly deserve
more than the $145,000 we are receiving this year.

We are talking about possibly taking over some services from the county.
We have talked to them specifically about taking over our cemetery and library
to reduce that load on the county. The main reason is we are 50 miles from the
county seat. Servicing the City of Fernley with such things as the cemetery,
the library, and the senior center becomes onerous for the county simply
because of the distance, especially in bad weather.

In 2001, when the City of Fernley was created by a vote of the people and
through the proper statutory channels, the consolidated tax {(CTX) distribution
formula statewide should have been adjusted to recognize the new entity of the

City of Fernley.

Before | finish, let me introduce everybody. On my right is our City Manager,
Greg Evangelatos. On my left is Mrs. Brandi Jensen, our City Attorney.
Mendy Elliott, from Nevada Business Sirategies, is our consultant on this
matter. In the audience, we also have Mel Drown, our City Finance Officer.

Chair Kirkpatrick:
Thank you, and welcome.
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Assemblywoman Neal:
| listened to everything you said. This is an Interesting predicament because

everyone is in a position where they do not have a lot of money or do not feel
they can replace money they give away. You are asking for $5 million, yet you
stated you are looking at taking on additional services like the cemetery. Does
that create the ability to levy some sort. of tax on it? What are we doing?

LeRoy Goodman:
Levy a tax on cemeteries?

Assemblywoman Neal:
| am trying to understand. Chapter 269 of Mevada Revised Statutes (NRS) says

you can levy taxes for common services provided to contiguous towns,
| assumed, when you mentioned you were having discussions about services
and which ones you can take on, that the purpose was to be able to levy a tax
to bring revenue back to yourselves. | do not understand what you are doing.
What is the calculation, and what are you going to get by taking on these
services? Could you clear that up for me?

LeRoy Goodman:
[ will try. By taking on services, we take pressure off Lyon County, since the

county seat is 50 miles away. | believe it allows them to continue services for
which they are having trouble finding money. Lyon County, like every county
and city in the state, is strapped for money. We feel an adjustment to the base
is needed, since, for the last ten years, there have been none other than the
excess distribution, That does not amount to a whole lot when you get
6 percent of $140,000. Six percent of $5 million is a nice amount,

We need some real road work in Fernley, and we do not have any road money.
The very little bit we get from the Gasoline Tax, because of the way that
formula works, is not enough to do anything. We receive nothing from
Lyon County, even though we pay 63 cents in ad valorem rate to the county.
The City of Fernley's rate is. 35 cents for the city. The ad valorem overlaps, and
none of it comes back to the City of Fernley for roads. We take care of our
own roads and, quite frankly, we are not able to do that at this point, nor have

we ever been.

We feel that for the last ten years other governments—other entities in
Nevada—have actually been using some of Fernley’'s money. There should have

been an adjustment made in 2001,
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Chair Kirkpatrick:
Believe me, North Las Vegas has a better story than anybody. | do not want to

get into . . . Mr. Anderson and then Ms. Pierce.

Assemblyman Anderson;
| am looking at the fiscal note for Assembly Bill 47 submitted by the

Department of Taxation. It says the monies are being relocated within
Lyon County., Why did you use the entire state population to determine your
$5 million figure?

LeRoy Goodman:
We are using it because we feel the whole pie is where you have to start—the

whole $951 million this year. That pie is distributed among every entity within
Nevada, whether it is a special district, a GID, an unincorporated town, a city,
or a county. We felt that the distribution of the whole pie was where the

adjustment needed to be made.

Chair Kirkpatrick:
I have a question for your city attorney. Section 1, line 3, of the bill only talks

about Lyon County. Let us be clear about what we are discussing here.,

Brandi Jensen, City Attorney, City of Fernley:
The intent of the bill is to ensure the adjustment comes from the first tier at the

original distribution of the base amount and not at the county level. The reason
for that is our change from a town to an incorporated city. In the statutes and
provisions of Chapter 360 of MNevada Revised Statutes (NRS) there is no
provision for having any adjustment made without going through the

Legislature.

Chair Kirkpatrick:
| am no attorney, and that is Why I am asking you. | do not read the first

section of this bill as saying what you are saying. In which direction are you
headed? If what you are saying is the case, that means the bill needs to be
amended right from the beginning. While you are checking on that, | am going
to let Ms. Pierce ask her question.

Assemblywoman Pierce:
Mister Mayor, is Fernley imposing the maximum allowable rate on property tax?

LeRoy Goodman:
We are looking at that in our budget process this year. Two years ago, we

were. last year, the Department of Taxation, because of the dropping assessed

valuation, said we could go to 50.18 cents. We are at 35,1 cents. This year
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we are looking to move up to that 50.18-cent rate. Keep in mind, though, that
the tax increase has been capped at 3 percent, so a raise in the rate does not

do us a lot of good.

If | could elaborate on that, when Fernley was incorporated, we had
a 15-cent tax rate, In 2003, the City of Fernley decided to raise its tax rate to
the maximum allowed then, which was around 22,7 cents. However, that is
when the tax increase was capped at 3 percent, Therefore, that increase and
subsequent increases have not really had much effect.

We can raise the tax as high as allowable, and the assessed valuation can go
up as high as allowable, but someone's tax bill can only go up 3 percent or
8 percent on commercial and industrial property. It is a Catch-22 situation.
If you had a nice tax rate before 2003, you are fine.

The people of Douglas County finally decided to raise their tax rate 27 cents,
but, as that cap precludes them from generating much more money, it did not
do them much good. It will do them good eventually because there is
essentially no abatement left due to the decline in assessed valuation. At that
time, though, it did very little good. | cannot speak for the city fathers; at that
time, | was not a member of the city council or the mayor.

Chair Kirkpatrick:
| am trying to make sure we are clear on just what it is we are talking about, so

| am going to ask our staff. | know people have to approve these bills when
they come out of the Legal Division. Mr. Guindon, can you clarify section 1 for

me?

Russell Guindon, Principal Deputy Fiscal Analyst, Fiscal Analysis Division,

Legislative Counsel Bureau:
| am not legal counsel, but having had to deal with the consolidated tax (CTX)

distribution, as | read the bill, NRS 360.680 is the base allocation under the
second tier of the CTX. The impact of the $5 million in the bill, as drafted,
would only be to the entities within Lyon County. There would not be any
impact on any entities outside Lyon County.

| believe the fiscal note prepared by the Department of Taxation showing what
the impacts would be from this bill as drafted is accurate. If | am in error,
| would ask Mr. DiCianno or someone from his staff to come up and clarify this
for us, or they could sitmply nod their heads from the audience. | see nodding

heads.
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Brandi Jensen:
That has been the confusion since the first discussions of this. It has always

been seen as the City of Fernley going after Lyon County’s money, and that is
inaccurate.

Chair Kirkpatrick:

Let us be clear. This is the bill that is before the Legislature. 1 am not trying to
be mean, but it is your responsibility to see that, before your bills get to us,
they are drafted correctly or fixed. As legislators, we have to do this all day
long. If we are trying to make a point, we have to be clear about what point
we are trying to make. [f this bill, as drafted, passes, then it and its fiscal note
are what we have to live with. Whatever the issue is, | want the bill clear on
what it says. Is this what you want? That is a yes-or-no question.

Brandi Jensen:
Yes, that is correct. If we need to amend the bill, then that is what we have to

do. The intent was to make the adjustment statewide. That is why | was very
surprised when | received the fiscal note. That was not our intent, nor has it
ever been the discussion with the Department of Taxation.

Assemblywoman Benitez-Thompson:

I am trying to determine where the fiscal need is really coming from here. Is the
City of Fernley providing substantially more services than it was when it
incorporated ten years ago? [If so, what are those services? Also, | see a lot of
services provided by special districts within Lyon County. Could you also tell us
how your citizens benefit from those?

LeRoy Goodman:
The services we provide now that we did no provide before are the:

¢ Road department.

City attorney.

City treasurer.

City clerk.

Municipal court.

City engineer and staff.

Community development department, including planning, zoning,

compliance, building permits, plan reviews, and onsite inspections.

¢ Animal control, through a contract with the county for the use of the
animal control facility in Silver Springs.

« Vector control.
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These had all been done by Lyon County prior to the City of Fernley
incorporating, but now we pay for all of them.

We had a maintenance agreement with Lyon County regarding parks. Since
then, though, we have taken over complete maintenance of them. We do
receive $60,000 a year through an agreement with Lyon County for support of
the parks because we are Lyon County residents, and Lyon County residents
from other places use these parks. | believe the county has a similar agreement

with the City of Yerington.

At the time of incorporation, we looked at the possibility of having our own
police department. However, with the monies that were there, it was
determined that the City of Fernley could not perform police services without
substantially increasing taxes, which we could not do because of the tax cap.
Nor would it have been really prudent or feasible, as the jail was still 50 miles
away in the City of Yerington. The sheriff’s department indicated at that time it
could provide services in exchange for not turning over any monies.

Those services are not paid for just out of the consolidated tax (CTX). They are
also paid for out of ad valorem taxes and other revenues that come into the
county and city. These were things we had to take over.

Chair Kirkpatrick:
| want to go through the bill because there is a lot more to this bill than what

we are talking about. | also want to point out that | have dealt with the CTX
Issue since 2005. My own city and constituents have no problem throwing me
under the bus on this issue, so 1 definitely want to have this discussion.

Everybody has a story,

Let us go back to Monday, March 27, 2000, This was before the Committee
on Local Government Finance. The reason | bring this up is that other towns
are trying to incorporate, and we are going to have this discussion again.
It clearly says here that the Department of Taxation has addressed the issue and
sent the county the information. The town of Fernley currently has budgeted
approximately $228,000 in services and supplies. The anticipated revenue
stream will be sufficient to provide the same level of operating expenditures.
it goes on to say discussions with the Committee for the incorporation of
Fernley has revealed the intention of this Committee is to levy the same
property tax rate that is now being levied in the town of Fernley. They,
meaning the City of Fernley, will negotiate with Lyon County for additional
consolidated tax revenue when the time comes to make a final determination
regarding the cost of services to be provided.
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| have looked at the feasibility studies that were done, and this is from an
executive summary of local government finance. A feasibility study is done in
order for people to incorporate. This is very clear on what your projected
revenues were. There is a discussion, always, about the consolidated sales tax,
hased on the services that will be provided. This is clear, and it goes on to say
it is also the intention of the Committee to contract with the Lyon County
Sheriff's Department to continue to provide police protection just as it is being

provided now.

| have to think cities go into this with wide open, very clear, very public
hearings. | do not have the minutes. | do not think that is necessary. \When
we talk about term limits and new faces, we have to constantly make a record,
and the record was made that the City of Fernley was clear going into It.

I am worried we are going to have a lot of other cities wanting to come Into this
because they think they will get consolidated sales tax. A bill came out, and
they said, "Oh, yes, the county is going to give us this money.” We asked if
they had talked to the county, because that was not what they were saying.
There has to be a better understanding.

| do not disagree that this has to be revisited. Going on to section 3 of your bill,
it lists a couple of different things, but my own city complains to me every day,
s0 | do not think this is enough. | do not think this addresses anything dealing
with the structure. The structure appears to be working in the good times, It is
unfortunate that, in the bad times, everybody realizes it is nhot enough.

I do not think that, in this study, we have accomplished anything. | do not
believe we should waste the public's time doing a study on this. We can do
this right here and stay here until midnight tonight. | want to know what we
are really trying to get out of this. | have heard today that we need to go back
and evaluate some of the services and what happens if we consolidate. If you
have something better, | want to hear it. | can call a subcommittee, and | am
willing to stay here all night long to have this debate. | am not wasting the

public’s money to do a study on this.

Brandi Jensen:
There are going to be other cities, as you mentioned, who will come before you

to be incorporated. The statute is not clear on what the process is for the
consolidated tax (CTX) distribution to be adjusted. What is going to happen
with these new entities? There is a provision in Chapter 360 of
Nevada Revised Statutes (NRS), mentioned by Mr. DiCianno and his staff,
which is for cities that take on police protection as well as two other additional

services mentioned in that Chapter.
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The concern is that there are hospital districts, cable districts, and the like
receiving four to six times the amount an incorporated city receives, while the
services by that city far outwelgh the services provided by those special
districts. This is for the future, from this point forward, when a city
incorporates. There is no administrative remedy. The statute for the appeal
process expired before the city even incorporated, so there was no
administrative process for the city to go through except for the Legislature,
If the solution does not occur here, the city has to go through the courts.

The concern of the study would be what would be done about future cities and
what to do with cities that are in that position at this time. Reading from the
notes of that past meeting, you mentioned something unfortunate. We are
probably the fifth or sixth entity to come before the Legislature asking for a
modification to the CTX. The running theme seems to be that there is no
process for doing that except through this body.

The base that was made for these original jurisdictions was done from
a five-year summary from 1997, when the last amendment was passed.
The summary was based on what the base amounts had been for the past
five years, and that summary is what is used to determine the base amounts.
An entity that did not exist at that time has no base to use, You will continue
to have cities in that unfortunate circumstance. Unfortunately, as noted in the
information you read, cities become incorporated based on the desires
of five citizens, and those five citizens may not understand the complexity of

the CTX.

Chair Kirkpatrick:
That raises a good point. That is why we do the feasibility study and the entire

process leading to incorporation. It is unfortunate, but you have to live with the
repercussions of the choices you make. | tell other entities ali the time that if
they choose to be their own city, [ am not changing the rules because they

chose to play on their own.

With respect to section 3 of the bill, how many new cities do we think we will
incorporate? There will be probably two or three in the next 20 or 30 years.
I do not know Iif that is worthy of a study. We can figure that out tonight. That
is ho problen. | will stay here and you can all stay with me. We need more
meat in this bill. Interim studies cost a lot of money—$10,000 to $20,000.
| have plenty of time during the current session to have this discussion, and a
lot of the Committee members have no problem with staying until the wee
hours of the morning to have the discussion,
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As | say, interim studies are very expensive. There is a bill now in the
Assembly Committee on Legislative Operations and Elections that does the
same thing, We have to be very clear about what we want to study, because
$20,000 in my city will mean somebody’s job, so | am not going to waste it.
On the state level, we can put that $20,000 into education. | know | am a little
rough onh you about this, but | am tired of hearing about the CTX; we are having

the debate and | am still here.

Brandi Jensen:
This started long before the bill draft request was submitted. First you go to

the Department of Taxation and make sure you exhaust any administrative
remedies there. Then you should go the county to exhaust any administrative
remedies there. | talked extensively to the legal counsels of North Las Vegas,
as well as the counsels of Washoe County and Reno. Several other jurisdictions
had concerns and were considering submitting bill draft requests. The reason
| included section 3 was that there appeared to be a theme; we had all
discussed asking for an interim study. | understand your concerns.

Chair Kirkpatrick:
| do not know if either the Nevada League of Cities and Municipalities or the

Nevada Association of Counties (NACO) is represented here in the room, but
| am sure they are listening on the Internet. You all need to get together and
decide just what you want from a study. | do not disagree that we should
revisit this, but we have time to do this during the session if this is all you want.
My Committee is one of the hardest working committees, and the members wiill
do whatever it takes. The League of Cities and NACO had better sit down
together and figure out what you want a study of, if that is the common theme.

LeRoy Goodman:
We can strike section 3. This was something we put in because we felt it was

hecessary and because another entity—| believe it was North Las Vegas—was
bringing forth a similar bill at this time. Sections 1 and 2 are what the bill was
originally drafted for. We put the other part in simply to create a mechanism for
this to be looked at for future cities that will be coming forth,

We are the only entity that has incorporated since 1997. Itis clear there is not
a mechanism in statute to make an adjustment when an unincorporated town
disappears and a new incorporated city appears. We did not exist in 1897, and
the time frame for appeals ended in 1998. By the time we incorporated, we

had no remedy.

In our discussion with the Department of Taxation, they said there really was no

remedy because that time frame had expired, and we were the oddball. We are
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an incorporated city, but we do not receive the consolidated tax (CTX)
distribution benefits of an incorporated city. We are left out in the cold, and
that is what we are trying to remedy here. In 2001, the City of Henderson
received such a remedy of another $4 million to their base.

Chair Kirkpatrick:
Let us be clear, though. | believe Henderson worked with Clark County to do

that, | do not think any adjustment was made to the base.

LeRoy Goodman:
[ am not sure. | do know something was done for the City of Henderson

effective July 1, 2001. Their base was adjusted by $4 million.

We incorporated in 2001, the same year the City of Gabbs disincorporated. The
Department of Taxation's spreadsheets still show the City of Gabbs, with a
population of 315, as an incorporated city as opposed to an unincorporated
town. We are shown as an unincorporated town.

| think this is something that simply fell through the cracks. However, as we
found In our meetings with the Department of Taxation, there really is no
remedy other than coming to the Legislature with a bill.

Chair Kirkpatrick:
In all fairness to the Department of Taxation, we are quick to beat up on them

when they make a decision we do not like. They are doing what we in the
Legislature tell them.

Thank you for coming. [ think the bill needs work, at least in section 1. With
that, we are going to go ahead and hear more testimony. 1 do not see anyone
else signed in to speak in support of the bill. However, there are several in
opposition. | do not want to pit city against city, but come up four at a time.

Joe Mortensen, Chair, Lyon County Board of Commissioners:

We stand in opposition to A.B. 47, the Fernley consolidated tax bill.
Assembly Bill 47 does two things. First, it increases the base annual allocation
of the consolidated tax (CTX) distribution to the City of Fernley by $5 million
while taking those funds from other local governments in Lyon County.
Second, the bill requires a legislative interim study committee to study the

CTX formula.

While Lyon County is not opposed to a legislative study of the CTX distribution

formula, it is opposed to the $5 million redistribution of the_consolidated tax
within Lyon County or on a statewide basis without a statewide study to
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determine the effect on the 146 local governments. With me today is
Dan Newell, City Manager of the City of Yerington; Lyon County Manager
Jeff Page; and our lobbyist, Mary Walker.

At this time, | would like to turn this over to Mary Walker to provide some
historical information regarding the CTX allocation between the City of Fernley
and Lyon County. Then Mr. Page will discuss the County’s budgetary
limitations, Mr. Newell and | stand ready to answer any questions you may

have.

Chair Kirkpatrick:
Ms. Walker, you handed something out to the Committee. Can you just

summmarize that for the record?

Mary Walker, representing Lyon County:

We provided two pieces of information regarding the brief history of the
incorporation of the City of Fernley and the CTX allocation between
Lyon County and the City of Fernley. The information includes the minutes of
the March 27, 2000, hearing, by the Committee on Local Government Finance
(Exhibit E), on the incorporation of the town of Fernley in Lyon County provided
by the Department of Taxation. The other piece of information is the

City of Fernley Petition for Incorporation (Exhibit F).

Before a city becomes incorporated, the citizens have to come before the
Committee on Local Governiment Finance to determine the financial feasibility of
that new entity. | have sat on that Committee for the past 12 years, and | was
sitting on that Committee at the time the Fernley incorporation came before us.
I would like to read Chair Marvin Leavitt's summary of the discussion of the
allocation of the consolidated tax between Lyon County and the City of Fernley,
which is on page 22 of the minutes:

When | looked at this, it looked like to me there are several things
this is dependent on. Look at the consolidated tax number. We
show $98;000 coming in per the consolidated tax for this entity on
a $212 million assessed valuation and we show $238,000 to the
town of Yerington on a $38 million assessed valuation. You look
at relationships, they are really very different. If you look at the
other Ccities, we also see substantially more coming in from
consolidated tax. However, it looks like this proposal anticipates
the county providing a number of services rather than the city
doing them, and the County providing these services probably
makes it somewhat equivalent to what they would otherwise have
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a consolidated tax if they had reached some agreement to transfer
money to the County instead of services directly.

Therefore, it was always the intent that the City of Ferhley would have a lower
proportionate share of the consolidated tax in relation to other Nevada cities
because the City of Fernley would not be taking over several of the primary
services provided by most cities, such as police and fire. In addition,
Lyon County continued to provide funding for the City of Fernley
Parks Department, even after the city’s incorporation.

For the agreement between the City of Fernley and Lyon County, the
Departmerit of Taxation, in its financial analysis, provided the information that
the City of Fernley would not be taking over any of the services such as police,
dispatch, jails, and fire, and that money for parks and recreation would still be
coming to the City of Fernley. Therefore, there would be a smaller amount of
CTX provided to the City of Fernley in proportion to all the other cities in
Nevada because all those other cities provided, either through contract or
themselves, police, fire, parks, and those types of services, which the

City of Fernley did not.

The bottom line is the money followed the service. If the county kept the
service, then the county kept the money. If the new city took over the service,
then the city received the additional revenues. That is what the baseline
agreement was between the two entities.

The 'second document | provided you is the 1999 Fernley Petition for
Incorporation (Exhibit F). In the petition it states that the Lyon County Sheriff’s
Department would continue to provide law enforcement services to Fernley
instead of the City of Fernley having its own police department, jail, and
dispatch. It further states that the fire and rescue services would continue to
be provided by the North Lyon County Fire Protection District and not the
City of Fernley. Lyon County provides funding to the City of Fernley to
administer and mairitain recreational facilities and parks.

The petition proposed Lyon County continue its funding for city recreational
facijlities and parks, and Lyon County still provides that funding in the amount of
$60,000 a year. Also, the amount of the City of Fernley’s consolidated tax
revenue estimated in the petition was $87,979, or 5.4 percent of the total
revenue of the proposed City of Fernley. The Fernley Petition for Incorporation
contiriues to substantiate the fact that the City of Fernley was never intended to
get a substantial amount of consolidated tax (CTX) monies because the county
or the local fire district retained much of the services or funding for the services

normally provided by the county.
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That concludes my brief overview of the history of the distribution of the CTX
and services between Lyon County and the City of Fernley. If you have any
questions, | would be happy to answer them.

Assemblyman Anderson:
| am neither advocating nor opposing this measure. If this was done at the

state level, as the mayor wants to do, what would you say about that? | would
rather the distribution change at the state level and not just within Lyon County.

Mary Walker:
We would still be opposed to that because we believe it is a very complicated

formula. There are 146 local governments in Nevada that receive the CTX,
If you take the funds from the first tier, then it will affect all 146 entities.
If they knew that was a possibility, many of them would be here today. We

believe the study is the way to go.

| served on a technical committee for the Legislative Commission when we
adopted the consolidated tax, and it took us 18 months, By the time we were
done, out of all the local governments in the state, we did not have one in
opposition. This is not something you can do in an hour or two.

Chair Kirkpatrick:
Ms. Walker, about the fiscal note from Lyon County, we need to make sure our

staff has that because we do not have anything on the record.

Mary Walker:
I did email the fiscal note to your staff last night after our meeting. | am not

sure whether they received it. We did not prepare one ourselves because the
Department of Taxation had prepared one. This is the Department of Taxation’s
fiscal note. It comes from the local governments within Lyon County.

Lyon County would lose $3.8 million. Yerington would lose $101,000. The
City of Fernley would go from $145,640 to $4.2 million. All the other districts,
the largest of which are the fire protection districts, would lose around
$200,000. The South Lyon Hospital District would lose $61,000. Some of
these entities are just barely keeping their doors open,

Chair Kirkpatrick:

We need a fiscal note from Lyon County and not just the one from the
Department of Taxation. Douglas County submitted one. If something is a little
bit different, everybody will be quick to blame the Department of Taxation, and
I am not going to let that happen. Mr. DiCianno and | have become working
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partners since 2007, and | am not going to let him take any swords in the back.
Lyon County has to provide its own fiscal note.

Mary Walker:
We will do so. We concur with the Department of Taxation's fiscal note, but

we will send you one,

Chair Kirkpatrick:
Okay, but I still want your own. That way, Mr. DiCianno is off the hook. If one
number is off, the county will be quick to throw him under the bus. Everybody

does it, and | am not going to let that happen.

Jeff Page, County Manager, Lyon County:

To address your concern, our comptroller will get that taken care of posthaste.
| provided you with a couple of charts (Exhibit G) that indicate where we are
with the CTX over the past few years. This is meant not as a complaint, but
merely to show you where we are financially. The CTX is 45 percent of our
general fund budget. From 2008-2012, you can see a steady decline over the

last several years.

The next chart (Exhibit H) shows the change, over time, in our numbers of
full-time equivalent employees and where they are going in the future. Of note,
the Board of Commissioners, all elected and appointed department heads; and
our two collective bargaining units met on Friday, March 18, to discuss budget
cuts and the direction we are going. We were able to solve our budget shortfall
of $1.8 million and also plan for the future -endeavor of The Executive Budget,

which is shown on the last chart.

This gives you an idea of where we are going with regard to personnel. If this
bill were to pass and we were to lose $4 million, those negative changes in
employees and revenue would be further down on the chart in order for us to be

able to provide our services.

Mayor Goodman referred to a number of cities in his chart (Exhibit D) regarding
money received. The City of Winnemucca, the City of Elko, and the City of
Yerington all provide services that the City of Fernley does not provide now,
specifically police and fire protection. The City of Yerington is unique in that it
does not provide fire protection itself, but has entered into an interlocal
agreement with the Mason Valley Fire Protection District. At the time they
signed the agreement, they were paying their assessed valuation at what was
then the fire district’s tax rate. That would mean it was good for a humber of

years before it was reevaluated and redone.
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The City of Fernley did address that they have sent us an interlocal agreement
requesting a certain percentage of our CTX funding, but within that request,
they mentioned no services they are offering to take over at this time. We wiill
work through that process, and we are more than willing to sit down with the
City of Fernley to discuss their concerns about their CTX allocation and
providing them funding if they want to take over some services.

Chair Kirkpatrick:
Thank you. Are there any questions? | think you are all sorry we had this

discussion because no one is saying anything.

Dan Newell, City Manager, City of Yerington:

Just very quickly, we stand opposed to this bill as a result of losing nearly
30 percent of our consolidated tax (CTX). Thirty percent does not seem like
much, but when you only have $1 million, it is quite a bit. We do provide our
own police service. We have a 40-cent tax rate, but 22 cents of that goes to
the fire district. We really only realize 18 cents of our tax. One hundred and
one thousand dollars is just too big a pill for us to swallow,

Chair Kirkpatrick:
Could you also provide a fiscal note?

Dan Newell:
] did.

Chair Kirkpatrick:
Did you provide one today? | see one from Douglas County.

Dan Newell:
Not today. | provided one on the Internet, and it is exactly the same number,

Chair Kirkpatrick:
Okay, let me try to locate that for the Committee. Does anybody have any

questions? [There was no response.] Mr. Newell, if | cannot locate that fiscal
note, can | contact you to get it? [Mr. Newell replied in the affirmative.] Okay,
perfect. Would Mr. Roberts and Mr. Musgrove come up to the witness table?

Is there anyone else? There are two additional seats. If anybody wants to
testify in opposition, just come on down,
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Dan Musgrove, Director, Intergovernmental Relations, Office of the County
Manager, Clark County:

Today | am representing the City of North Las Vegas. We appreciate the

comments that have been made by the Chair about her city and all the issues

we have had over the years. | will try to rectify that.

There is another bill, Assembly Bill 71—our bill—which goes up for a hearing in
the Assembly Committee on Legislative Operations and Elections this Thursday.
The reason for that is the bill deals only with the study and does not seek to
change the tax distribution. | believe this bill, A.B. 47, came before you today
because it does involve a change to the CTX formula.

We have gone down this road many times. As has been stated before by
Mr. DiCianno and others, the only way to change the formula is to take from
one entity and give to another. The pie is only so big.

North Las Vegas has realized that. That is why we have come to the
Legislature with a totally different tactic. We believe, because of this new
reality that confronts us all—this downturn in economic fortune and growth—
that now is the time to sit down and reevaluate the way this is done. |t is
essential that we look at the formula and how it affects all 146 entities that

reap the benefits of that formula.

You also have to take into consideration how all the other taxes work with the
CTX. ! am sure Ms. Gianoli and Ms. Vilardo sitting next to me, who have much
greater legislative history on this, can tell you it was during the 1981 tax shift
that the stage was set for the CTX to come before you in later years. This was
In the shift from property tax to sales tax and vice versa between the state and

local governments,

Here we are, in 2011, with a need for looking at both a base adjustment and
'the language dealing with growth. That is what we want to do. We have
received unanimous support from all the local governments in Clark County. As
you heard today, the other counties such as Lyon County and Washoe County
all agree that now is the time to look at this. |t will be extensive, but most of it
will, to a great degree, be local government-generated staff who will work on it
with the Legislature’s supervision. We hope the Legislature will see fit to pass

A.B. 71. We disagree with Lyon County.

Chair Kirkpatrick:
You cannot lobby that bill here, so you had better get better arguments for the
study before Thursday’s meeting of the Assembly Committee on Legislative

Case No. 66851
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Operations and Elections. | am on that Committee, so | will let you off the hook
until that meeting.

Dan Musgrove:
Absolutely. | will have with me Mr. Steve Hanson, who is onhe of the few

people, along with Mary Walker, Mike Alastuey, and Marvin Leavitt, who were
there in the beginning working hard on the study. They will talk to that
Committee about why this is important,

With that, we oppose any change to the formula at this time. We do not think
it would be in the best interest of the state and all the local governments, That
is why | am here today, and | am ready to answer any questions.

Chair Kirkpatrick:
Thank you. Does anybody have any questions? [There was no response.]

Carole Vilardo, President, Nevada Taxpayers Association:
| am speaking in opposition to the distribution of the $5 million in this bill.

There are a couple of points that need to be reinforced.

First, the statute does not allow for an adjustment. Whether that is right or
wrong is for you to decide. If you want to create a provision in statute to allow
for an adjustment, that is fine, If you want to create a provision for adjudication
further than is currently allowed, that Is fine. That is your policy decision. But
to say $5 million should come out of first-tier or second-tier distribution is
pulling another number out of a hat with no foundation or basis other than best
"guestimates” or arbitrarily choosing what to look at. A lot of that is
population, and that was not the original intent.

While | did not serve on the Legislative Committee Studying lLocal Government
Taxes in FY 1996-97, I think | missed only one meeting of all the meetings that
Committee held, and | was involved in this. There was a problem, and there
was a need to create consolidated tax (CTX) revenue. For example, the state
had grown up. Many of the revenue formulas in the six taxes that make up the
CTX had been created between 1944 and 1982.

A county got 100 percent of the Cigarette Tax and Liquor Tax. A county with
one city split that revenue 50/50 with the city. In a county with more than one
city, the county lost all the revenue. With the proliferation of cities, these

formulas no longer worked.

The committee looked at the way these distributions were going and said they

did not work anymore. That is how the CTX was born. It was born to try to
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equalize the distribution of the tax revenues. If you want to change it, that is
fine, but then the statute needs to be changed. Those are policy decisions. We
have opposed every distribution that was suggested because they were pulling

numbers out of a hat.

Chair Kirkpatrick:
Are there any questions? | think that, once we get out of here, there are going

to be a lot of questions.

Lisa Gianoli, representing Washoe County:

Washoe County was initially neutral on the bill prior to testimony that the
City of Fernley wants to go statewide on the distribution. We are opposed to
that. We are willing to work with anyone on the study and in defining the
scope of the study. We do have some concerns about looking at it in isolation,
as was stated by the other two persons who testified in opposition. That is our

position. Thank you.

Chair Kirkpatrick:
Thank you. Does anybody have any questions? Is there anybody else who
would like to testify in opposition? [There was no response.] Would anybody
like to testify in support of this bill? [There was still no response.] Is there
anybody who is neutral on this bill? [No one responded.] We are going to close
the hearing on A.B. 47 and open the hearing on Assembly Bill 46.

Assembly Bill 46: Clarifies the inapplicability of certain partial tax abatements
to various assessments relating to the adjudication of water rights and
management of water resources. (BDR 32-468)

Jason King, P.E., State Engineer, Division of Water Resources,

State Departinent of Conservation and Natural Resources:
The Office of the State Engineer is the author of this bill and urges it be passed
as written. Assembly Bill 46 resolves a conflict in the interpretation of the
special assessment provided for under Nevada Revised Statutes (NRS) 534.040.
That section provides that the board of county commissioners must levy
a special assessment annually upon all taxable property within an area found by
the State Engineer to require supervision in order to pay for the salaries of well
supervisors and their assistants.

A conflict has arisen in the interpretation of NRS 534.040. Clark County has
interpreted the special assessment established under that statute to be an
ad valorem tax subject to abatement under NRS 361.4722 through

NRS 361.4724. As a result, in 2008, for example, the amouniita be levied wag
abated in the amount of almost $192,000. As a matter of fact, our budget for
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it N

OO\TO\U‘I:-&(JJ[\)}_\

10
11
12
13
14
15
16
17
18
19
20
21
22
23

- 24

25

N
e,

What do you do? ,
A We start with last year's budget and then I

look at numbers. I look at changes in costs. Some
of the things are contractual, so companies will send
us here's your costs for next year. An example is
Washoe County Crime Lab. One year it'll be $60, 000
and because of our use the next year, it will be
$95,000, and typically they will give me that
information just prior to budget so I can change

that.
As far as personnel, the county usually puts

those numbers together with the number of personnel
that we have now and then the total costs, you know.
They do all that with their programming.

Q Okay. When you do that when you're looking
at the county, do you look at growth statistics or do
you look at criminal statistics as to crimes or
things like that when you're considering budgeting,
for example, staffing?

A Definitely every year.
o] All right. And based on that, then, do you

try to figure out where you'll need more officers or

how many more officers you'll need or how many you

don't need, et cetera?

A Yes.
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0 Okay.

A And if I could add something, the other
thing that changes that every year is the economy of
the county. Over the last several years we have lost
staffing county-wide and sheriff's office.

0 Okay. How much have you lést?

A I've lost 10 positions over the last six
years.

Q When you say "positions,"” are those deputy
positions or just general positions in the sheriff's
office?

A  There'd been a couple deputy positions and
dispatchers and the rest have been unsworn.

Q OCkay. And what's unsworn?

A  Administrative staff.

Q Okay.

A Special 'services. We had a community
service officer —— a person -- he wasn't an officer
—— but people that were sentenced in court sometimes
went to him as opposed to going to jail and they had
to perform community service, so that was, you know,

just an example of one of the positions that we've

lost.

Q Okay. Do you figure out, for EexXampilie, wiell

you're doing your budget as to how much money needs

Case No. 66
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to be spent in each area of the county at all or just
a general number?

A Just a general number.

0 Do you look at the particular areas of the
county when you're fixing the budget as to numbers
you think you need dollars for certain areas of the
county?

A Not specifically.

0 Okay. Do you know, for example, in your
budget when you look at Fernley do you think to
yourself I need a certain number of dollars to

provide the services that we need to provide for

Fernley?

A No.

0 Okay. How do you decide how the money gets
allocated to the different areas of Lyon County?

A I have four different budgets. One is the
sheriff's office budget, one is the jail budget, one

1s dispatch and one is search and rescue.

O Okay.

A And those are all set by the county
commission.

Q Okay. Do you propose a budget in each one

of those four areas prior to the county setting them?

A Yes.
Tase NO. 0
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Q

dispatch,

A
Q

sheriff's office would be the one where you would

have the
provided

A

but those three things -- the other three things I

mentioned.

Q

say in the last budget how many sheriff's deputies

were allocated to patrol Fernley?

A

Q
A

0

you've been doing this, has that number changed at

all since you've been sheriff from 2006 forward?

A Yes.

Q Okay. What way? Up or down?

A Up.

Q Okay. From what to what?

A You know, I can verify. I've rooked—at the
numbers. I think it was 11 when I started.

And when you're doing -— go it's the Jjail,

search and rescue —--

And the éheriff’s office.
—— and the sheriff's office. And the-

staffing of sheriff's deputies that are
throughout the county.

Yes. And our administration —- everything

Okay, good. Do you know how many —-- let's

I could doublecheck. I believe it was 14.
Okay. 14 total?

Yes.

All right. And over the period of time that

MOLEZZO REPORTERS - 775.322.3334 Case No. 0%
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Q Well, let me ask you, then, As you sit here
now as the sheriff, you don't hawve any idea without
looking at the patrol schedules to see exactly how
many patrol deputies are out on the streets in
Fernley at any given time. Is that correct?

A Oh; I've got a good estimation, sure.

0 Okay. As I told you before, I'm entitled
to -— as long as we know it's an estimate, I won't
hold you to it. It's just your estimate.

What's your estimate as to how many patrol?

A  Either three or four at any given time.

Q Okay.

A And, of course, that can change depending on
if someone calls in sick, goes on vacation. And we
try to keep a minimum staffing but due to budget,
reduced overtime, we're not always able to keep.

Q So your idea is it's three to four but it
may be less on some occaslions.

A It could be, yes.

Down to two?

Yes.
One at any point in time?

I'm not aware of one. -Not anymore.

Okay.

- Ol ol I @)

That's just not safe.

MOLEZZO REPORTERS — 775.322.3334 o 1849
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0 And when you're down to maybe two, how often
do you think that happens?

A On the schedule not very often.

0 Okay. But in reality?

A Again, it would be if someone calls in sick
and we can't find a rgplacement —=

0 Right.

A —— then there may only be two on.

Q Okay. Do you know what the population of
Fernley is?

A Roughly 19, 000. _

0 Okay. We were talking previously about
those ratios, the officers—to-population ratio.

A  Right.

Q What is your understanding of what the ratio
should be for the city the size of Fernley?

A Well, typically -- and this is a national
ratio that I use -~ it's 2.0 sworn personnel per
thousand population,

Q Okay.
A And then for total personnel the number T

always use and the one that's most readily available

out there is 2.5 total personnel per thousand

population.
o) So if we're looking at a city the size of

’ oI - Case No. 66801
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Fernley, 19,000, how many deputies should they have
based on that ratio?

A Boy, now you've caught me. That should be a
pretty easy —-

Q  Approximately. I'm not good at math either,
so don't feel bad. You're right in my ballpark here.
It's going to be more than 14.

A Yes.

0 A lot more than 14, "a lot" being a relative
term.

A Yes.

0 S0 if we use the 2.0 and you have 19; 000,
you're talking about 38.

A Yes, that's correct.

Q Okay. And then the 2.5 we'll add another
nine, so we're talking about another -- so 47
deputies --

Correct.

0 —— for Fernley.

A Well, that would be total.

o) With administrative.

A  Total staff.

Q Right. During your budgeting process when
you go and do your budget and go to the county, have

you told the county that the number of deputies that

MOLEZZO REPORTERS — 775.322.3334. s 1849
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you can provide to Fernley is way below this number
that these national ratios and that you use are
showing?

A I don't tell them Fernley specifically. I

tell them sheriff's office specifically.
0 Okay. And so the county is aware that the

levels of deputies that are available are far below
what these national requirements are.

A Definitely.
Q What's their response when you tell them

that?
I get the budgets that they give me.
0 I understand. But they obviously --
A Well, the response is, "We don't have the
money."
0] Okay.

A And, like I said, in the last several years
we have had staff cut. I am hoping this year we
don't.

Q Okay. So when you get in some of these
free-for-alls, this is what you're fighting for, is
more policemen on the streets, more patrol officers,

more deputies so you can meet these ratios that you

need to meet?

A More deputies, more non-sworn and more
5 (Cace I\In 66&(1
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overtime.
lQ Okay. And have you been successful at all

in gefting any of that? It sounds like it's.going
the other way.

A Early on in my career I was successful with
it, but since the economy has turned and budget --
availability of money in our general fund has
dropped, you know, I've been very unsuccessful in
getting any more personnel. As I've said, we've lost

personnel. It doesn't necessarily mean that my

‘budget has dropped --

0 Right.

A —— because there are rising costs every
year.

@) Fixed costs?

A Yeah. You know, retirement goes up, health
insuraﬁce for employees goes up, cost of fuel goes
up. We have built-in steps for the deputies and then
merit increases for the non-sworn personnel. That's
two and a half percent per year. So those costs keep

going up so my budget is increasing slightly but I'm

still using personnel.

Q Okay. When you have this number that's so

much —-- for example, Fernley —-- that's so much lower

than the number of deputies needed, how does that

~T
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OPINION NO. 1996-12 SHERIFFS: Sheriffs duties within a city involve the same express
statutory duties as that officer performs elsewhere throughout the county.

Carson City, May 6, 1996

The Honorable John Hanford, White Pine County District Attorney, White Pine County
Courthouse, Post Office Box 240, Ely, Nevada 89301

Dear Mr. Hanford:

On December 8, 1995, our office issued a legal opinion upon your request. In that opinion
we concluded the sheriff had a duty to keep and preserve peace throughout the county and that
such jurisdictional right and duty included performance of such services within an incorporated
city located within said county. You have now asked a follow-up question on the same matter.

QUESTION

In the absence of an interlocal agreement, what specific mandated duties does the sheriff
have to an incorporated city which has neither maintained its own local police force nor formed a
metropolitan police force?

ANALYSIS AND CONCLUSION

The sheriff holds an office created through the State Constitution. Nev. Const. att. 4, § 32
sets forth in part that the legislature shall fix by law duties and compensation of the sheriff. The
sheriff's powers and duties are generally created by expressed legislative enactment, by common
law, and by implied powers reasonably necessary to carry out express provisions, See People v.
Buckallew, 848 P.2d 504, 908 (Colo. 1993).

As noted in our prior legal opinion, the sheriff's authority is county-wide. Thus, the
simple answer to your present question is that the sheriff's duties within a city involve the same
express statutory duties as the sheriff performs elsewhere throughout the county. The sheriff's
duty to provide services within a city is discussed in the case of State v. Williams, 144 S.W.2d 98

(Mo. 1940) as follows:

His authority is county wide. He is not restricted by municipal limits. For better
protection and for the enforcement of local ordinance the cities and towns have their
police departments or their town iarshals. Even the state has its highway patrol. Still the
authority of the sheriff with his correlative duty remains. It has become the custom for
the sheriff to leave local policing to local enforcement officers but this practice cannot
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alter his responsibility under the law. Usage cannot alter the law. If is self evident that a
custom or usage repugnant to the express provision of a statute is void. A policeman is an
officer whose duties have been, for local convenience, carved out of the old duties of
constable, and the constables were always part of the general force at the disposal of the
sheriff. There is no division of authority into those of the sheriff and the police. Eachis a
conservator of the peace possessing such power as the statutes authorize. . . . In every
county there are a number of peace officers of varying authority. They and the sheriff
must work in harmony. In the larger communities where dense population has increased
the hardship of proper law enforcement police departments have developed scientific
methods of crime detection and prevention. Larger means and a greater number of men
are gvailable to a local police department than to the county sheriff. Methods of rapid
communication and transit are provided. Under these circumstances the sheriff may leave
local enforcement in local hands, but only so long as reasonable efforts in good faith are
made to enforce the law.

The courts have taken cognizance of the development of local enforcement agencies.
It has been held, and correctly so, that a sheriff may assume that a city police department
will do its duty in enforcing the law and hence will not be guilty of any serious neglect of
duty if he gives little attention to police matters in such city. But this rule has a proper
qualification. If the sheriff has reason to believe that the police force is neglecting its duty
it is his duty to inform himself. And if he knows that the police are ignoring or permitting
offenses his duty to prevent and suppress such offenses is the same as it would be if there
was no municipality and no police force. . . .

Id., at 104-105 (citations omitted), Thus, the sheriff must perform express statutory duties even
if those acts are to occur within an incorporated city. The sheriff must keep and preserve the
peace. NRS 248.090. The sheriff must serve warrants and process for the courts of the state.
Statutes reflect that the sheriff must perform such service of warrants and process even for
municipal courts. NRS 5.060; NRS 248.100. Other statutory duties are spread throughout the
chapters and are too numerous and varied to be fully described herein.

As stated in our prior opinion, the sheriff is vested with discretion in determining how
the limited resources of the office will be used throughout the county.

FRANKIE SUE DEL PAPA
Attorney General

By: ROBERT L. AUER
Senior Deputy Attorney General
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February 3, 2011

Mr. Jeff Page, Counfy Manager
Lyon County Complex
Yerington, NV 89447

Nikii Bryan, Clerk/Treasurer

27 8. Main St.
Yerington, NV 89447

Lyon County Commissioners

27 8. Main St.
Yerington, NV 89447

Dear Mr. Page, Ms. Bryan and Commiissioners,

Please allow this correspondence as the City of Femley’s formal request to agendize an
item for the next regularly scheduled meeting of the County Commissioners on
February 17, 2011. Please agendize: Discussion and possible approval of an Interlocal
Agreement between Lyon County and the City of Fernley relafive to the
reapportionment of the Consolidated Tax received by the County for distribution fo the

City of Femley.

The City is beginning fo work on the 2010-2011 budget at this {ime and the request and
approval of this item will have a significant Impact upon the City's anticipated budget
and continuation of services fo he provided fo the residents of Lyon County residing

within the Fernley city limits.

The Cily is requesting this agenda item for the following reasons:

1. The City of Fernley provides all services to the residents of Lyon Gounty
residing within the incorporated City limits with the exception of law
enforcement and fire protection.

The City is comprised of 164 square rniles.
There is 22,944 acres of County land within the Gty limits.
The population of the Gity is 18,434 roughly 35.22% of the County's

population,
The Clty's assessed value Is $437,230,832.00 approximately 35.3% of the

County's assessed value.
The County receives a share of the Consolidated Tax collected throughout

the State, which s distributed to the countles according to a base _

= BN SR

allocation along with the population of the County and the reeg)
of taxes genetrated within the County of origin. &
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7. The City is responsible for 126.79 miles of streets, to serve the residents
of Lyon County residing within the Fernley City limits.

8. The City submitted a Bill Draft Request which resulted in AB 47, which
requests a base adjustment for the City and an Interlm study regarding the
current allocation formula.

9. Historically, the County has provided to the City of Yerington $200,000.00
per year to offset the City's cost of providing services to the residents
living within Yerington’s sphere of influen ce, the City of Femley has not
been accorded the same consideration.

10, The County collected and distributed to the City/Town of Femley 7.77
cents road tax up until 2008. The road tax was subsequently classified as
General Fund ad valorem taxes, at which point the County discontinued
the allocation to the City. In 2004 the City lost the funds previously
allocated to Famnley for the repair, construction and maintenance of
siréefs.

11, The Clly is requesting a reasonable percentage of the Consolidated Tax
received by the Gounty in order for the City to continue fo provid e road
maintenance services o the residents’living within the City limits,

! have aitached a Power Point presentation (CTX 101) and Assembly BIll 47 for your
review.

The Interlocal Agresment will define the scope and terms of the transfer of money from .

the Counity to the Cliy.

| am always avallable for questions and comments régarding the City's business and
please do not hesitate to contact me at 775-784-0857.

Sincerely,
Leroy Goodman, Mayor

Allachinents
CCxloseph Mortensety, Chair
Chuek Roberis, Vics Chair

Ray Flerrp

Vida Keller

Virgil Arellatio

Fetnley Clly Councit

Greg Evangelatos, Clly Manager

v. STATE Q
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February 20, 2012

Mr. Jeff Page, Gounfy Manager
Lyon Geuply Gomplex
Yerington, NV 89447

Niteki Biyairi, Gleik/Treasursy
27 S. Main St. ,
Yerington, NV 89447

Lyon County Comynlssiongrs,
279, Malri 8t.
Yerington, NV 88447

Dear Mr. Page, Ms, Bryan and Gomniissicniers,

Please gllow this correspondencg as the. Eity of- Fernley's formal request to agendize an
it6fn for the hext regularly scheduled meeting of ikie County-Corimissioners en Mareh
16, 2012. Plaase ageidize; DiseUssion and possible approval of an Interlocs)
Agreement betweih Lyoh Counly and the Gly of Farnley relative 1 the
reappoitionmant of the Consplidated Tax received by the County for distributlon 1o the
Gity of Fefnley, )

The iy Is beginning to work ofy the 20122018 biudgét at this time and The request arid
appidyal of this fem will have a significarit inpaot Ugori the Clty's-afiticipated Budget
and continuation of Services to be provided to the residents of Lyon Courtty residing
within the-Fetifey alty Braits. | -

The Cily is requesting this agenda item for the following reasons;

1. The Clly of Fernley provides all services to'the residénts pfLyory Cpunty
fesiding ittiin the Incorporafed City finiis with the exception of law
enforoényent and fire profection.

Ther Eity 18 sompiiged.of 164 squzre mites,

Thers is 22,944 actes of Cotifify land Within the City Jimiis,

The-population of the City i 18,806 toughly 36% of the County's
popuiation; ' _ _ '

Thig Clty's-assessed value is. $442,000,000.00 approkimatsly 86% of the .
County's dsdessed value,

The County reveives a share of the Congolidated Tax sollestad throughdiit

=<

the State, which ls distributed to thé countles aocording o2 hase
allocation aleng with the popufatish of the Courity and the taseintafd
generated within the County of prigin, *

et
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7. The City Is responsible for 126.79 miles of streets, to sérve the residents
of Lyon County résiding Within the Fémley Gity limits.

8. The County collected dnd distribited to thé CltyfTown of Feinley 7.77
cents road tax up untl 2008, The road tax was subsequiently clagstiied ag

- General Fund ad valorgém faxes,.at which point fhe County discontinued

the allocatfon to the Gty In 2004 the Cily lost:the funds previously
allécated to Ferfriley for the répair, gonstruction and majintenance of
straats,

9. The City Is fequesting & reasonable percentage of the Gonsb lidated Tax
recgived by the Cpunty in order for the City to donitiiue Yo provide road
maintenance services fo the residents Iving within the Cify limits.

The Inferlops] Agreement wifl define the scope and terms of the.ranafer of mohey fref
the County to-the City, .

{ am always avaiable for fuestions and gominents régaiding the Clty's business and
pléasé do not hesltate to contact me &t 775-784-0857.

.S',ihqerély,

L&roy Boodman, Mayer

GEy Chyck Roberls Chalr
Ry Fietzo, Vige Chale

Joseph Marensen

VidaKeller

Virgil Arelfsno .

Eerfiley Cily Cotncil

Fred Tusriie] Inletim Gily-Manzger

CoF JA
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January 22, 2013

- Lyon County Board of Commissioners
Lyon County Complex
27 South Main Street
Yerington, NV 89447

Re: Cousolidated Tox Funds

Dear Commissioners:

The City of Fernley s Tequesting to enier into a inter-Toeat agreement with Lyon County for a portion of the
Consolidated Tax received by Lyon County, This request is in accordance NRS 277.045,

The City Is requesting this agreement for the following reagons:
1. City of Fernley is comprised of 164 Squara miles.
Approximalely 23,000 acres are County islands within the City boundaries.

2,

3. Population of 18,831 is 36% of the County population.

4. Assessed valvation of approximately $433,000,000 is 35% of County totai assessed valuation,

3. The County receives a share of the Consolidated Tax collected thronghout the State of Nevada,
which is distributed according 1o & formula basad on population and assessed valuation, |

6. ‘The Cityis requesting a reasonable percentage of the Consolidated Tax recejved by the County

in order 1o pravide and maintain roads, parks, and essential services fo residents of Lyon
County Jiving within the Fernley City limits, .

The inter-local agreement will define the scope and ferms of the fee trapsfer of funds from County 1o fhe
City.

Lam always available for questions or copmments at 775-784-9857,

Sinoerely,

LeRo}/'E;; man, Mayor

City of Fernley

Ce: Jeff Page, County Manager
Joe Mortensen, Commissioner, Disirict 4
Vida Keller, Commissioner, District 2
Femley City Council Members

/sm

, CITYOFFERNLEY 3
v. STATE OF NEVADA|
595 Silver Lace Boulevard ¢  Femley, NV 89408 ¢ Telephone: 775.784-9857 ¢ Fax: 775~78@81§9No.16@§%11_ f

www.cityoffernley.org CoF JA.




IN THE SUPREME COURT OF THE STATE OF NEVADA

CITY OF FERNLEY, NEVADA, a
Nevada municipal corporation,

Appellant,

VS.

THE STATE OF NEVADA ex rel.
DEPARTMENT OF TAXATION;
THE HONORABLE DAN
SCHWARTZ, in his official capacity
as TREASURER OF THE STATE OF
NEVADA; and THE LEGISLATURE

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

OF THE STATE OF NEVADA,
Respondents.
JOINT APPENDIX
YOLUME 9 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 2015-15481




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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Page 91 |
1 then for the subsequent budget year, the Department of ’
. i

2 Taxation would undertake a review of the circumstances

3 to determine whether an adjustment in the base was

4 warranted. He exblained if the Départment of Taxation ;
5 believed this to be the case, a recommendation would be ;
6 submitted for additional review Eo the Committee on é
7 Local.Government finance." I won't read the rest of it. é
B8 Yop were not ever a memﬁer.Of the Committee on E
9 Local Government Finance, were you? . ?
10 A. No. i
11 Q. What were you talking about here when you were g
12 talking about this decline in the course of the three ;
13 fiscal years? ;
14 A. Do you mind if I take a moment to read some of g
' i
15 the rest of this? %
16 Q. Please do, and I think I read the wrong f
17 paragraph. I think I wanted to read the one above it, i
18 which I can do if you want me to. ;
19 A. That's okay. I can read it. ;
20 (Witness examined document.) s
21 0. Okay. Did you get a chance to read it? '
22 A. Yes. .Could you just restate your question? i
23 Q. VYes. Here is the reason I was asking. We E
24 were discussing earlier ﬁays that an entity that was in §
2b the C-Tax pool could get an increase, and we discussed |
www.oasisreporting.com  OASIS REPORTING SERVICES, LLC 7702-476- 498

Electronically signed by Marllyn Speciale (501-278-560-5148)
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Page 92 ?
1  how that could happen. j
2 There is apparently an actual statutory ;
3 provision for a decrease in your base, and is that what g
4 you were referring to in this testimony? é
5 A, It would appear that it was, nét recalling the i
6 statutory provision that you're referring to. g
7 Q. Okay. And that was my next question. Do you |
8 recall what the statute was, what the recommendations :
9 were?
10 A. Not off the top of ﬁy head, I don't. !
11 Q. Okay. But at least you understand that there f
12 was or there is some statutory provision that allows for é
13 a decrease in the baée amount to a C-Tax recipient if E
14 certain criteria are met? é
15 A. Yes. {
16 Q. But there is no spécific statutory criteria in E
17 the C-Tax that allows for an increase if certain |
18 criteria are met? ;
19 A. Not to my knowledge.
20 Q. And the only increase we know to the base was ;
21 Henderson, and that's when their state assemblyman was ?
22 the speaker of the assembly? g
23 A. Theré's certainly that one. I believe there ' 5
24  might have been one other, and there may have been more §
25 than that, but by my recollection, I think one of the E
i
www.oasisteporting.com  OASIS REPORTING SERVICES, LLC J202-474-389

Electronically signed hy Marllyn Speciale (501-278-560-5148)
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Page 93 |
1 Clark County entities, the fire service district, I |
2 recall there being some issue about its base that had to i
3 do with that's a gpecigl district that overlaps j
4 unincorporated towns, and I believe there was some i
5 additions of unincorporated towns, and I believe they ;
6 needed to make some adjustment there. |
7 8o the notion of adjustments being made to
8 base, there is at least one, if not two, precedents for
9 .that. A ;
10 ‘ Q. Okay.' Othef than thdse.tho, do you know of j
11 any others? %
12 A. The only other ones I'm aware of were requests |
13 and not necessarily approvals. E
14 Q. And.the two you do know of went through the é
15 state legislature, correct? %
16 A. Yes. j
17 0. Okay. Just a couple of general questions, I E
18 don't have copies of this., So I'm just going to kind of ;
19 read these to you, but we kind of discussed this a g
20 little bit earlier. |
21 Puring the period of 2000 to 2010, Fernley's !
22  population went from 8,543 to 19,368, ‘which was a !
23 gain ——~ my mathematical skills which are in question -- ;
24 of 10,825 people over a ten-year period or 126.71 ?
25  pércent increase. | f
www.oasisreporting.com OASIS REPORTING SERVICES, LLC 1302-474-391
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Page 94 g
1 During the same period of time, Boulder E
2 City's, for example, population went from 14,966 to |
3 15,023 Which has a gain over a ten—year‘period of 57
.4 people or a .38 percent growth.
5 During that same ten-year period, Fernley's |
6 C—Tax distribution weént from $91, 454,19 to $170,625.04 E
7 whlch was an increase of $79 170 85, whereas Boulder ;
8 City's increase went from.$5 952 931.77 to ;
9 $7,630,395.99, which was an ihcrease of $1,677,464 and ‘g
10 change. ' . E
11 And the reason I'm askihg vou is in relation f
12 to the faect that the C-Tax is supposed to follow growth §
13 and we just talked about the growth in population of {
14 126.71 percent as opposed to .38 percent between Fernley i
15 and Boulder City, is the formula werking correctly where i
16 Fernley has a C-Tax distribution of $170,000 over -- - §
17 after whatever, 13 years or whatever it is, and Boulder g
18" City has 7 million dollars, and during that period of i
19 time when Fernley grew by 126 percent, their increase is }
20  only 79,000 and Boulder City's is $1,600,0007
21 A. This answer may sound odd to you, but the ;
92  mathematics of the formula, I think, are working é
23 correctly. WNow, whether the mechanics of the formula é
24 itself match up to one's perception of logic epuld be ;
25° something different. You know, the formula ie probably E
—E————————— T T T T RsE NGTB685 ]
www.oasisreporting.com  OASIS REPORTING SERVICES LLC JR02-478-800

Electronically signed by Marilyh Speciale (501-278-560-5148)

8c56h9ca-eh59-4d0d-ad9b-5669584b1923




N

5
Page 99
1 correct? |
2 A. That's my understanding. %
3 Q. Okay. And then when., I looked at the numbers !
4 for the fiscal years 201?/2014 and I looked at Elko ;
5 County, the Elko Television District is going to .get an i
.6 estimated distribution of $163,451.50.
7. I then looked at Fernley and their numbers and
8 realized that Ferhley is going to get $132,299.91 in
9 (C-Tak distributions; and I was wondering, again, while
10. it ﬁafhematiﬁally ﬁaylbé cofréct, are the objéctives of
11 the C-Tax to géet revenues to growth being served when a g
12 television district in Elko is’gétting $31,000 more than |
13 a city in Lyon County?
14 A. I'm trying to make sure that I understapd the |
15 question there. Are you asking --
16 Q. 1I can ask the question. The C-Tax, the
17 objective is to'get money to the growth so i; could pay
18 for services for taxpayers. The Elko Television §
19 District after, I mean, how many-yea?s, 16 years is ;
20 getting $163,000 and change, and Fernley is get;ing E
21 $132,000 for C-Tax. '
22 How is the system working when the television %
23 district in Elko is getting $30, 000 more after 16 years %
24 than a city is? E
25 A. I think what you're referring to are more E
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Page 100 E
1 perceptions of equity, not necessarily the way that the %
2 mathematics is working: E
3 Q. Okay. g
-4 A. And, again, the growth premium is something ;
5 that really occurs on the second tier. So when you're é
6 comparing entities that are within Elko County to |

7 entities that are within Lyon County or Clark County, it

8 becomes difficult to do because I would -- I would

9 postulate that that's more a function of their original
10 bases than it is anything else. |
i
11 Q. And that's what we decided. The base is very !
12 important. Whatever that original base was gigantic. {
13 A. Huge. | |
14 Q. All right. All I'm saying is that -- and I é
15 understand the mathematics makes sense —- but if you're i
16 looking at the objective, which is to make sure that ?
17 revenues are going to growth areas so that you can g
i8 provide services, it doesn't make a lot of sense, or the g
19 system doesn't seem to be working very well, at least %
20 for Fernley, when a television district is getting g
21 $30, 000 more in C-Tax re%enues after 16 years than a ;
22 city that provides-services to its taxpayers? i
23 A. And I think that's difficult to disagree with ’
24 the perception of those numbers, and what I would think |
25 that it would argue more for, it comes badk téhhow much i
M.oasisrep01ﬁn§.oom OASIS REPORTING SERVICES, LLC CI%I-\E%]@%@
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MINUTES OF THE MEETING OF THE
LEGISLATIVE COMMISSION’S SUBCOMMITTEE TO STUDY
LAWS RELATING TO THE DISTRIBUTION AMONG LOCAL GOVERNMENTS
OF REVENUE FROM STATE AND LOCAL TAXES (S.C.R. 40)
Las Vegas, Nevada

The first meeting of the S.C.R., 40 Interim Study Subcommittee was called to order by Chairman
Ann O’Connell, on Thursday, October 5, 1995, at 9:55 a.m., in Room 4401 of the Grant Sawyer

Office Building in Las Vegas, Nevada.
SUBCOMMITTEE MIEMBERS PRESENT:

Senator Ann O’Connell, Chairman
Senator Raymond Shaffer

Senator Jon C. Porter
Assemblyman Bob Price
Assemblywoman Joan Lambert
Assemblyman P.M. Roy Neighbors
Assemblywoman Jeannine Stroth

SUBCOMMITTEE, MEMBERS ABSENT
Senator Dean A. Rhodes

ADVISORY COMMITTEE MEMBERS PRESENT

Michael Pitlock, Department of Taxation

Mr. Michael Alastuey, Clark County School District
Mr. Guy Hobbs, Clark County Controfler’s Office
Ms. Mary Henderson, Washoe County

Ms. Mary Walker, Carson City

Mr. Marvin Leaviit, City of Las Vegas

Moz, Steven M. Hanson, City of Henderson

ADVISORY COMMITTEE MEMBERS ABSENT

Mr. Gary Cordes, City of Fallon
Ms. Tetri Thomas, City of Sparks

STAFF PRESENT

Kevin Welsh, Deputy Fiscal Analyst, Fiscal Analysis Division
Ted Zuend, Deputy Fiscal Analyst, Fiscal Analysis Division
Jeanne Botts, Program Analyst, Fiscal Analysis Division

Kim Marsh Guinasso, Deputy Legislative Counsel, Legal Division
Terry Cabauatan, Secretary, Fiscal Anatysis Division

OTHERS PRESENT:

Anne Golonka

Joan Stockill, Leagne of Wonien Voters

Bob Kasner, Clark County Classroom Teachers

Bob Hadfield, NACO

Tom Grady, Nevada League of Citles

Stephanie Tyler, Regional Transportation Commission, Sparks
Glen Atkinson, UNR

Connie Anderson, Truckee Meadows Regional Planning

Bill Tsaeff, Ciiy of Sparks

Al Bellister, NSEA

Mary Albers, League of Women Voter's

Marie Xlosouhn, Mirage Resotts

Ruth Mills, League of Women Voters Case No. 66851
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But, is there any way that you could contract for the expertise that you would
need, if indeed that situation would occur again?*

Michael Pitlock:

“There ate some mechanisms bullt into that legislation that would allow for us to
basically coniract for whatever kind of expertise is needed to fix the paticular
problen, [t also allows us to call on other agencies to assist in those arcas. As an
example again in White Pine, because it was a school district, obviously, we
necded assistance from the Department of Education and the Commiitee on Local
Government Finance, which I think is the new name, which draws together
expertise from all the different kinds of governmental entities also plays a
significant role in that process. Through that legislation we can contract for those
kinds of services and the local governmental entity is required to pay for them,
The problem that we may run into though is that when yow’re dealing with an
entity that is in “severe financial emergency” they probably don’t have funds
available for that kind of expertise either. So then there was another escape
mechanism that would allow the Department to go to Interim Finance
[Committee] and aitempt to get budget support for those particular kinds of
situations. But, over and above the indlvidual circumstances with an individual
local governmental entity, just the technical assistance side of it and the
monitoring side of it is gonna put a strain on the Department, Again, we're
dealing with 250 entities and we’re basically looking at the services of just a
handful of people within the Department. Again, I would invite any of the
members of the working group to add to what I’ve said, I’ve tried to incorporate
all the discussions that took place.”

Senator O*Connell:

“Mike, thank you for an excellent report and I know that Mr. Prlce has sorme
comments that he wants to add.”

Assemblyman Price:

“Well, I was only going to say. So, if I understand what you said, under certain
circumstances, you could become the Mayor of Las Vegas?”

Michae! Pitlock:

“T guess, int an extreme situation that could happen because right now, Pm the
school board of White Pine County.”

Senator O’ Connell:

“Are there any other questions or comments? Mike, thank you very, very much,
that was a great report. Ok, Guy.”

Guy Hobbs, Clark County Compiroller, Director of Finance, was joined by Mary Walker,
Finance Direcior of Carson City. Mr. Hobbs presented his account of the discussions of the

Counties Study Group.
Guy Hobbs:

“Our topic was also sales tax but at the county level and olearly that led us to a
rather lengthy discussion of both SCCRT and BCCRT as the two revenuss that
affect counties, Clearly, Basic City County Relief Tax poses a number of issues
because in most of the counties in the state of Nevada, the counties share in the

distribution of that particular revenue. There are, I believe, three counties in4ke
state that do not share in the distribution of Basic City County Relief Tax. So,
there were truly some inconsistencies in the way that is being handled throughout
the state. Those that come up titme and time again over the years in various
legislative inatters that have come before you and more recently in S.B. 556,
where there was some discussion of the Basic City County Relief Tax. SCCRT,

Case No. 66851
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and T think M, Pitlock has already covered a great deal of that, is based on
another formula re-distribution that ties itself more to assessed valuation and tax
rates as they existed in 198081, As a consequence, new units of government that
come into being atter 1980-81 obviously did not have a tax rate in 1980-81 and
does have to be dealt with in some other fashion, And so, we’ve seen over the
years bils brought before the Legislature to deal with some of these types of
anomalies, [ike Laughlin, and again more recently, Spring Valiey which was
created after 1980-81 and Summeriin, which has yel to be oreated. To try to
provide 2 mechanisim for those entities to share in the distribution of those
revenues, Again, some of these issues are not new to anybody in this room.
They’ve been dealing with then for some amount of time.

We also chose in the subcommitiee to take the approach of going over each of the
items on the study group issues and questions list. We also decided to take it
from a little bit of a different angle and this may be admittedly idealistic, but we
tried to identify a system that would deal with a lot of the problems that were
coming up duving the course of our discussion, And cleavly, the fact that the
Basic City County Relief Tax and Supplemenial City County Relief Tax, two
components of sales tax, the few local governments are being distributed into
completely different manners were soinething that created some concerns,
Obviously, if Basic City County Relief Tax is not made available to some of the
countles, that’s always going to be an issue with some of those counties. Ifit’s
based on population and you have a new city incorporated in any of the counties
where it’s currently being shared, that’s going to upset the current equilibrium of
revenues being distributed. And that is going to continue {0 be a problem as long
as that forinula remains in place. So we took on the lofty goal of trying to come
up with one system to deal with the distribution of both components of the cutrent
sales tax, SCCRT and BCCRT. And we sel forth some objectives that we felt that
a new formula should achieve and we will set about after this, trying to actually
put some mechanics to the objectives that we’ve set forth, Letme review with
you what some of the objectives were that were identified for such a new scheme.

First, that a new distribution system be revenue neutral, at least at the beginning,
Simply put, that means that cities that have come to rely on a certain amount of
revenue, towns, counties, special districts and so forth, as a consequence of the
new formula should not be financially devastated because of a shift of revenue
that they become accustomed to away from them and toward another entity. Over
time however, and this is really the second objective, the distribution of those
revenues should be allowed to go 1o areas that are experiencing the growth and/or
needs. There needs to be some mechanism to deal with the creation of new
entities whether they are towns, cities, special districts, T might add, that we had
considerable both days about the creation of new lowns, cities and special
districts, We made it a point, and [ think this is listed as the 7th ohjective, I
apologize for skipping around, but it really does relate to this area, There really
needs to be some criteria established for the creation of new special distriets. I
believe there was a belief among most of the people on the committee that
proliferation of special districts upsets the distribution formulas that we've
become accustomed to and probably would have that same effect on any survivor
to the cusrent formulas that we might end up coming up with. The same would be
true of towns, and again we’ve dealt with that more recently with Senate Biil 556.
And cities certainly have an impact on both sides BCCRT and SCCRT when
they’re formed. So, probably more so with special distiicts than cities because I
don’t want Carole coming up and getting mad at me again about something X said
yesterday. There probably needs to be some criteria because the current system
actually oreates some incentives in some cases, for new special districl to be
created. Livery time a new special district is creafed, it upsets the apple cart, if
you will, in regards to the distribution of the revenues, Everyiime that happens it

degrades your ability to do reasonable long-lerm planning. Because in this
particular environment, you never know what the system’s going to be like from
year to year and what the menibership of the community of entities shating ina
very finite pie are going to be from year to year.
Case No. 66851
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THE 1997 NEVADA LEGISLATURE:

A REVIEW OF LEGISLATIVE ACTIONS ON STATE ISSUES

PREPARED BY

RESEARCH DIVISION
LEGISLATIVE COUNSEL BUREAU

JULY 1997

NEVADA ,
LEGISLATIVE COUNSEL BURLAI
RESEARGH LIBRARY
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PRACTICE INCREASES COLLECTIONS AND ENHANCES CUSTOMER

SERVICE. ANY FEES, IF PAID BY THE GOVERNMENTAL

AGENCY, ARE CONSIDERED A CQST OF BUSINESS.

ONCE THESE TAXES HAVE BEEN PAID, THEY ARE DISTRIBUTED,
ACCORDING  TO VARIOUS FORMULAS, TO THE LOCAL
GOVERNMENTS. A LEGISLATIVE STUDY CONDUCTED BEFORE
THE 1997 SESSION BEGAN DISCOVERED THAT SOME OF THESE
FORMULAS HAVE NOT BEEN AMENDED IN DECADES. AS A
RESULT, REVENUES ARE NOT ALWAYS SENT TO THE
JURISDICTIONS IN WHICH THE DEMAND FOR SERVICES IS
GROWING. THE STUDY RECOMMENDED THAT THE
LEGISLATURE ADOPT A NEW FORMULA FOR THE DISTRIBUTION
OF TAX REVENUE TO ENTITIES WITHIN EACH COUNTY; THIS
MEASURE DOES NOT AFFECT THE DISTRIBUTION OF REVENUE

TO EACH COUNTY.

SENATE RBILI. 254 PROVIDES A MECHANISM FOR THE
DEPARTMENT OF TAXATION TO POOL AND DISTRIBUTE
CERTAIN TAXES TO LOCAL GOVERNMENTS WITHIN EACH
COUNTY, EFFECTIVE JULY 1, 1998. THE SPECIFIED TAXES ARE
LIQUOR TAX, CIGARETTE TAX, REAL PROPERTY TRANSFER TAX,
BASIC CITY-COUNTY RELIEF TAX, SUPPLEMENTAL CITY-COUNTY
RELIEF TAX, AND THE BASIC MOTOR VEHICLE PRIVILEGE TAX.
THE BILL ALSO AUTHORIZES THE DIRECTOR OF THE

DEPARTMENT OF TAXATION TO DESIGNATE ENTERPRISE

219 Case
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DISTRICTS AND PROHIBITS SUCH DISTRICTS FROM USING TAX
REVENUE FOR FUTURE BONDING PURPOSES.

THIS MEASURE DOES NOT DECREASE THE AMOUNT OF
REVENUE CURRENTLY BEING RECEIVED BY ANY LOCAL
GOVERNMENT. IT WILL, HOWEVER, ENSURE THAT FUTURE
INCREASES OCCUR IN THOSE AREAS OF HIGHEST DEMAND;
THAT IS, AREAS OF RAPID GROWTH.

2. ABATEMENT OF DANGERQUS PROPERTY

' TWO MEASURES WERE ADOPTED IN 1997 THAT ALLOW LOCAL
GOVERNMENTS TO ADDRESS THE ABATEMENT OF DANGEROUS

CONDITIONS ON PRIVATE PROPERTY.

THE FIRST, ASSEMBLY BILL 287, AUTHORIZES A COUNTY TO
ADOPT, BY ORDINANCE, PROCEDURES TO ORDER A PROPERTY

OWNER TO ABATE NUISANCES ON THE PROPERTY. THE
ORDINANCE MUST CONTAIN PROCEDURES TO NOTIFY THE
PROPERTY OWNER AND TO AFFORD AN OPPORTUNITY FOR A
HEARING. THE MEASURE FURTHER PROVIDES THAT THE
BOARD OF COUNTY COMMISSIONERS MAY REQUIRE THE
COUNTY TO ABATE THE CONDITION ON THE PROPERTY AND
MAY RECOVER RELATED EXPENSES, PROVIDED THE OWNER
HAS NOT REQUESTED A HEARING, HAS NOT APPEALED A

i
.
as

(ks
R a3
g

DECISION IN A HEARING, OR HAS HAD AN APPEAL DENIED.

220 Case No. 66851
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Office of the Attorney General
5420 Kietzke Lane, Suite 202

Reno, NV 89511 °
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CATHERINE CORTEZ MASTO, Atiotney General
GINA C. SESSION, Chief Deputy Altorney General
Nevada Bar No. 5493

Email; gsession @ag.nv.gov

ANDREA NICHOLS, Senior Deputy Attorney General
Nevada Bar No, 6436

5420 Kietzke Lane, Suite 202

Reno, Nevada 89511

(775) 688-1818

E-mail: anichols @ag.nv.gov

Attorneys for Defendants Nevada Department of Taxation
and Kate Marshall, State Treasurer

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

CITY OF FERNLEY, NEVADA, a Nevada Case No.: 120C 00168 1B

municipal corporation,
Dept. No.: |

Plaintiff,
v,

i

i

)

STATE OF NEVADA, ex rel. THE NEVADA )
DEPARTMENT OF TAXATION; THE )
HONORABLE KATE MARSHALL, inher )
official capacity as TREASURER OF THE )
STATE OF NEVADA; and DOES 1-20, )
Inclusive, )
)

)

)

)

)

)

)

Defendants,
NEVADA LEGISLATURE,

Intervener,

NEVADA DEPARTMENT OF TAXATION'S SUPPLEMENTAL RESPONSE TO
PLAINTIEE’S FIRST SET OF INTERROGATORIES TO THE STATE OF NEVADA
DEPARTMENT OF TAXATION

Defendant, the State of Nevada ex rel. its Department of Taxation, by and through its
attorneys, Catherine Cortez Masto, Attorney General of the State of Nevada, and Senior

Deputy Attorney General Andrea Nichols, hereby responds to City of Fernley's Request for

supplemental responses to Plaintiff's First Set of Interrogatories—to—te—State—orNeveadt—

Department of Taxation,

/17 Case No. 66851
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GENERAL OBJECTIONS

The Department objects to each and every request in the City of Femlej/’s
correspondence dated March 6, 2014, regarding Nevada Department of Taxation’s Response
to Plaintiff's First Set of Interrogatories to the State of Nevada Depariment of Taxation as
irrelevant and not reasonably calculated to lead to the discovery of admissible evidence., The
only remaining issues in Plaintiff's lawsuit concern whether Nevada’'s C-Tax system violates
the Nevada Constitution. These are issues of faw, not fact. Plaintiff's requests do not seek
evidence having any tendency to make the existence of any fact that is of consequence to the
determination of the action more or less probable than it would be without the evidence, nor
are the requests likely to lead to the discovery of admissible evidence. Without waiving this
objection or any of its previous objections to Plaintiff's interrogatories, the Depatiment
supplements its previous responses as follows.

SUPPLMENTAL RESPONSES
INTERROGATORY NO. 19: If you ére claiming that C-Tax distributions to Fernley, Nevada

are based in any way on the provision of public safety or other govermnment services, please

set forth in detail each and every fact which supports such a claim.

SUPPLEMENTAL RESPONSE TO INTERROGATORY NO. 19: C-Tax distributions to

Femley, Nevada are not based on the provision of public safety or other government services.
However, it is possible that the City of Fernley could seek additional C-Tax revenue pursuant
to NRS 360.730 and/or 354.598747 via cooperative agreement with other local governments
and/or by assuming the functions of another local govemment or district.

INTERROGATORY NO..20: Please set forth in detail each and every fact which explalns how |

Fernley, Nevada may receive an increased C»Tax Revenue distribution.

SUPPLEMENTAL RESPONSE TO INTERROGATORY NO. 20: The Department previously

objected to this requeét because it calls for a legal conclusion, is irrelevant, and not

reasonab[y calculated to lead to the discovery of admissible evidence:
The request calls for a legal conclusion because the City of Femley could seek

additional C-Tax revenue pursuant to NRS 360.730 and/or 354.598747 @&sed@opééﬁ%t‘}}e
JA
9.
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TN 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,
Cage No. 12 OC 00168 1B

vs.
Dept. No. 1

STATE OF NEVADA ex rel. THE
NEVADA DEPARTMENT OF TAXATTCON;
THE HONORABLE KATE MARSHALL,,

in her official capacity as
TREASURER OF THE STATE OF NEVADA;
and DOES 1-20, inclusive,

Defendants.

NEVADA LEGISLATURE,

Tntervenor.

Pages 1 to 175, inclusive.

DEPOSITION OF RUSSELL GUINDON
Wednesday, November 20, 2013

Carson City, Nevada

REPORTED BY: Romona Malnerich

Nevada CCR #269
California CSR #7526

Case No.-6685

]

JA 1806

MOLEZZ0O REPORTERS 775.322.3334




-/ ~,

NONON DN N R R R s R R
NI R T P T N S TR S

W O N U A W N R

0 And that's from Kansas?
A No, that was from the University of South
Dakota. And then I did graduate work at the University

of Kansas and at Indiana University.

o) So you did your graduate work at both those
institutions.

A That's correct.

0 And what was your graduate work in?

A Economics.

Q What degree were you seeking? A Master's?

A Ph.D.

Q Do you have a Master's in anything?

A No.

o) So you just went past the Master's program
right into the Ph.D.?

A Yeah.

0 And you're just short your dissertation?

A Yes. I completed all field work and all

that, but I did rnot complete my digsertation. So I'm

what 's known as ABD, "all but dissertation."”

Q Any other education, other than what you just
told me?
A No.
Q Where are you currently employed?
A with the Fiscal Analysis Division of the
Case No. 66831
TA 807

MOLEZZO REPORTERS 775.322.3334




TN

NONONON NN R R R R R RE P
gl & W N B o v W 1 o0 U W S ﬁ 5

o w W N U W R

Leglslatlve Counsel Bureau.

Q And how long have you been employed there?

A gince the fall of 1999.

Q And what's your title in the Fiscal Analysis
Divisgion?

A Principal Deputy Fiscal Analyst.

o) and what does a Principal Deputy Fiscal
Analyst do?

A As a principal deputy fiscal analyst, I'm

respongible for doing tax policy analysis, revenue
forecasting for the economic forum. T staff asg well as
gupervise the stafflng of the taxatlon committees during

each legislation se351on. T work with legislators in the

- interim and during session with regards to any request

that they might have, primarily focusing on the revenue
and taxation areas but not restricted to that.

Q You said one of the things that you do is tax
policy analysis. What is tax policy analysis?

A Basically, that's where we staff the taxation
committees. So as bills come through the session, we
would work with the chair and the members of the
conmittee or any other legislators with regards to
assisting them with any bill that they have or amny bill

that's brought forward to them by one of their

constituents for consideration during session. And then

) L
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lower than the initial base amounts that these other.

cities received?

A I'm just txying to visuaiize'a table in my
head.

Q Sure.

A Yes.

o) Does that contribute at all to the difference

between what they get now in C-Tax?

A Yes. Under the formulas, it would most
likely -- given that those are larger counties with

larger revenues to be distributed, the differences would

be maintained.
0 So the two things we've talked about is a low

pbage and Fernley not providing public safety as being
contributors to the difference in the amount of C-Tax
that they receive versus these other cities that you've

loocked at. Is that correct?
A If that's what I said, I need to then clarify

a little bit. Yes, it's due to the lower base, but the
C-Tax revenue now ig not tied to them providing public
safety. They would have the opportunity, if they
provided public safety, to petition for an adjustment to
the allocation of C-Tax. When the C-Tex was created, it

was about the distribution of revenues that went to the

local governments to provide general government services,

Cage No 669K
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A That it's based on the economy?
0 Yeah.
A By looking at the taxable sales, looking at

the employment numbers, looking at wage and salary
disbursements that occur --

Q And you've done that for each county?

A Throughout my career with the Legisglative
Coungel Bureau, I've had exposure to those numbers.

Q And you've done that specifically for
analysis of the C-Tax?

A No.

0 What T want to know is -- you have millions
of dollars of difference in C-Tax revenues that are paid
to these entities that you talked about -- and I think
you picked the cities -- and Fernley, and what I'm trying
to figure out is what -- not what your feeling about it
is, but what you looked at that you think explains that
difference. The first one you told me about was
provision of public safety, which Fernley does not

prov1de and these other cities do. Correct?

A That's the difference in gervices that they

provide in their budget, but that's not the reason for

the difference in the C-Tax distributions.

and can I just clarify that I didn't pka

those cities, those are the cities that the City of

Case No. 66841
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Q. So what I'm asking you is, when you looked: at
thigs. and were talking aboﬁt this with Mr. Réél, with your‘
understanding of the lawsuit, what.is your understanding
as to what the difference is between what Fermley is
receiving in C-Tax and the milliong of dollars more
that's being received by similar types of cities? Do you
know?

A Well, I can tell you why there's the
difference. One, as I stated, it's tied to the amount of
revenue that's available at the first tier of the county
to be distributed. 8o that's one of the issues; it's the
amount of money that's sittipg at the first tier to be
distributed. Then, as we've already discussed and
stated, it's then tied to the initial base amounts that
were established for each entity -- and I'm just gonna

reiterate some of this; I apologize if it's being

redundant.
0 No, it's okay.
A Thoge initial base amounts were determined on

what each entity was getting, and I think, as we've

discussed, the cities that we're referencing in relation
to Fernley, they got more money in FY '96 and '97. Thus,
they started with a higher base amount. Again, given the

amount of more revenue to be distributed at the first

tier, compared to Lyon, that difference in the base would

(Case No. 56
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be maintained in the distribution.
The reason Why some of the other local
governments that we're referring to, in comparison to

Fernley -- the reason that their base amourits were lower

18 because it was under the distribution formulas

pre-C-Tax. So under the law that was in place for
distributing each of those gix revenues at the
intra-county level, within the county level, Fernley was
receiving less of thosée gix revenue sourceg, compared to
gome of the other entities that we're referencing.

So that's what drove the initial base amounts
being higher, the way that those six revenues were being
distributed under the law prior to the creation of the
C-Tax and also the amount of money that's available at
the first tier to be distributed to those entities within
each county, based on the statutory formulas in place
before the implementation of the C-Tax. That's what's
driving the difference, because the C-Tax is about
revenue being collected and then distributed to local
govermment entities.

0 Okay. Anything else that you can think of
that's driving this millions of dollars in difference

between what Fernley receives in C-Tax and these other

cities that you locked at?

A No, I think I've covered it.
Case No. 66
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for this testimony, did you read any of the legislative
history or the testimony or anything on that particular
bill where Henderson was asking for this $4 million bump
in their base allocation?

A Yes.

Q Do you remember why they felt they needed a
change in their allocation?

A T think, historically, it goes back to --
and just to provide the context, they requested a base
adjustment under the provigions of 254 where you could
request the Department of Taxation to lock at it, and the
recommendation that came from the Department of Taxation
to the local government was like $4 million -- it was
around three million nine hundred and some thousand --
but that recommendation by the Department of Taxation was
not recommended by the Committee on Local Government
Finance. That's from my locking at the record, was the
reason why they came forward to say that, "We believe we
need a $4 million adjustment." Because they had
originally made their request and Taxation did the
analysis and that's what they thought, but it was not
approved by the Committee on Local Government Finance.

do T think that was one of the factors that they were

using for the amount of the request. |
0 go let me kind of sidetrack for a second If

Case No._ 6685
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encouraged cities to be formed in order to receive:

‘greater-revenue for that locality; SB 254 insuréd that

when a new city ig formed, it is not, quote, based upon
how much money the new city will be receiving, but upon
the service level needs of its citizens." Is that a true
statement on behalf of the Legislature?

A Yes.
0 And lastly, "Thus, SB 254 was enacted based

on, quote, the idea of distributing governmental revenues

to govermments performing governmental functions. "

Correct?
A Correct.
0 And on behalf of the Legislature, would you

agree Or disagree with the idea that the level of

government services and functions grows as the population

grows?
A Yes.
0 ~ 2And in this particular instance, what SB 254

and what the C-Tax isg trying to do is to make sure that

the money goes where you have population growth and

service needs.
A Yes.
Q At the top of that same page, it says, "In

g intended to

addition, the new formula in SB 254 wa

decrease the competition among local govermments for tax

Case No. 66831
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A T would say yes, because of the Legislature's
action. When the bill was paséed during the '97 session
to implement the C-Tax, the decision wasg made to create
the interim study of both members from the Legislature as
well as local govermments, to monitor and review the
C-Tax and then extend that for another four years. And
then basically, during almost every legislative session
gince then, there's been a bill or something on C-Tax
which reqguires the Legislature to consider and review the
C-Tax.

0 " Anything else other than the interim
committees, whatever they do, studies and what not?

A No.

0 And have you ever seen anything from the
interim committee, from the time that the C-Tax was
enacted until today, where they specifically went out and
locked at all the different jurisdictions that are
receiving C-Tax money, to make sure that the money that's
being given to them is sufficient to meet the
governmental services they need to provide for the
populations fhat they have?

A No, not based on my reading of the historical

record on C-Tax.

\
Q T may have asked this already, and if I did,
T apologize. Has the legislature done anything to '

Case No. 6685
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A Well, that's under the assumption that the
C-Tax revenues are mapped one to one to providing public
gafety. Again, it's one revenue source that goes into
their budget and they use that pool of revenues to
provide thelr government services. So if everything else
was the same and their budget was spot on and they would
have one million dollars more in revenue that came from
C-Tax that didn't need to be expended, it would fall down
+o their reserve for that year and be balanced forward to
the next year.

Q go they would just keep it in their own
general fund and spend it the way they needed to.

A Yes, because it's just another revemnue gource
going into their budget.

Q So for purposes of C-Tax, if you're saying
"Well, I've got this huge public safety component that
costs me $5 million,™ but it doesn't really, that's
neither here nor there to your C-Tax allocation, because
it's based on something completely different.

A Yes, because the C-Tax ig just deposited in
the local government's general fund.

0 And the Department of Taxation gets budgets

from local governments, but the Legislature doesn't on a

reqular basis?
A They end up getting sent to the Fiscal

Case No. 66851
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Analysis Division and we put them in a file drawer, so
that we can make reference to them as needed, basged on
legislative requests during a gession. So they're not
aubmitted to, like, the Legislature or compiled in a
document, but, yes, they're submitted to the Department
of Taxation. And then a lot of the local governments end
up submitting them also to the Figcal Analysis Division,
and T can't tell you from memory whether that's because
of some statutory construct that was out there bhefore.

0 But do you use those budgets in any way
regarding the C-Tax?

A Yes, we use them periodically, depending on
the legislative request. So could I have a legiglative
request related to C-Tax? Yes.

Q But ag a general day-to-day thing, without
some special request, do you refer to those city budgets
in any way for C-Tax?

A No.

0 Now, we've talked about the excess and what
not. Are there years that there is no excess?

A Tt gtatistically could happen, but I can't

answer that question unless we look at Exhibit 2 and look

through every one of them.

Q But do you recall any time when there wasn't

an excess?

Case No. 6685
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1| PAGE |LINE | ATTORNEY'S NOTES/CORRECTIONS BY WITNESS
2 27 17 | Add the word “and” between the words “population” and “assessed”,
3 29 23 | Ghange the word “population” to “population,”.
4 35 1 Change the word "“staffed” to “staff"
5 35 3 Change the word "staffed” to “staff”
6 66 7 Add the words “me as” between the words “embarrasses” and “a™.
7 78 4 Change "260” to “360’;.
8 83 23 Change “tax commission” to “Tax Commission”.
9 91 1 Change the word “services” fo “revenue”.
10 97 2 Change "inter” to “intra”.
11 109 6-8 | The sentence beginning with “So” and ending with “that?" should be
hoted as a question (Q).
12 109 8-9 | The sentence beginning with "Yes.” and ending \ﬁth “that.” shauld be
noted as an answer (A).
131 112 3 Change “assembly taxation” to “Assembly Taxation”.
14| 116 10 . Add. “S.B." between the words "of” and “254".
151 118 25 | Change "tax commission” to “Tax Commission”.
16| 119 8 Change "tax commission” to “Tax Commission”.
17 119 19-20 | Change "tax commission” to “Tax Commission”.
18| 119 24 | Change "tax commission” to “Tax Commission”.
19 125 7 Change “143." fo “143,000."
| 20 136 8-9 | Change "red book” to “Redbook”.
21 146 6 Replace the word “in” with “and”.
22 152 21 Replace the word “waves” with “weights”'.
23 152 24 | Delete the word “No”.
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Joshua J, 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

Enmail: jhicks@bhfs.com

Email: cvellis@bhfs.com

Brandi L. Jensen, Nevada Bar No. 8509
Fenley City Attorney

OFFICE OF THE CITY ATTORNEY
595 Silver Lace Blvd.

Fernley, Nevada 89408

Attornéys 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
Nevada municipal corporation,

Plaintiff,
v

STATE OF NEVADA ex rel, THE NEVADA
DEPARTMENT OF TAXATION; THE
HONORABLE KATE MARSHALL, in her
official capacity as TREASURER OF THE

STATE OF NEVADA; and DOES 1-20,
inclusive,

Defendants,

NEVADA LEGISLATURE,

Intervenor.

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

NOTICE OF DEPOSITION OF THE PERSON MOST KNOWLEDGEABLE, OF
THI NEVADA LEGISLATURE

TO: The Person Most Knowledgeable of the Nevada Legislature; and,

TO:
Legislature.
i
i

015342\0001110739938.1 1

Kevin Powers, Esq., Legislative Counsel Burcau, Attorney for the Nevada

Case No. 66851
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PLEASE TAKE NOTICE that at 9:30 a.m. on Friday, November 8, 2013, at the law

offices of Smifh & Harmer, Ltd., 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 Legislatute regarding the subject(s) set foith below, upon oral

examination, pursuant to Rule 26 and Rule 30 of the Nevada Rules of Civil Procedure, before a

Notaty Public or before some other officer authorized by the law to administer’ oaths.

Oral examination will continue fiom ddy to day until compleied, You are invited to

attend and cross-examine.

SUBJECT MATTER: Secc Attachment “A”,

DATED this &A\\\\ day of Qctob

01534210001110739038. 1

2013,
.TE"KH AT{ FARBER SCHRECK, LLP

L\

Toshua I, Hicks;Nevada Bar No, 6679
Clark V. Vellis, Nevada Bar No. 5533
50 West Liberty Street, Suite 1030
Reno, Nevada 89501

Telephone: 775-622-9450

Attorneys for the City of Fernley, Nevadc

2 ' Case No. 66851
TA 1821




ATTACHMENT “A”
to Notice of Deposition for PMXK for the Nevada Legislature

CITY OF FERNLEY; NEVADA, a Nevada municipal corporation, Plairtiff,

V.
STATE OF NEVADA ex rel. THE NEVADA DEPARTMENT OF TAXATION; THE HONORABLE
KATE MARSHALL, in her official capacity as TREASURER OF THE STATE OF NEVADA; and
DOES 1-20, inclusive, Defendants,
NEVADA LEGISLATURE, Infervenor

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

SUBJECT MATTER:

1. The local government tax distribution account or C-Tax system and the collection and
distiibution 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 or investigations conducted into the relationship between C-Tax distribution of locdl 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
thie 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 tecipient and the
basis for any such decisions.

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

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

7. The criteria 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 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 cooperative agreements between C-Tax tecepients since the enactment 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 1-6.

14,  Any and all communications between you and the City of Fernley IncorPoration Commiies

015342\0001\1 07749331 Case No. 66851
TA 1822




BROWNSTEIN HYATT FARBER SCHRECK, LLP
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CERTIFICATE OF SERVICE

THEREBY CERTIFY that I am an employee of BROWNSTEIN HYATT FARBER
SCHRECK, LLP, and that on this __/ 4‘:ﬂ/ of October, 2013, I caused to be served via

electronic mail and U.S. Mail, a true and correct copy of the above foregoing Notice of

Deposition of the Person Most Knowledgeable of the Nevada Legislature properly addressed

to the following:

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

J. Daniel Y1, Esq.
dan.yu@lcb.statenv.us
Legislative Counsel Burean
401 South Carson Street
Carson City, Nevada 89701

Andrea Nichols, Esq.,

5420 Kietzke Lane, Suite 202.

Reno, Nevada 89511
anichols@ag.nv.gov

0153420000{\10739035,1

Employée\ofﬂjrovh{stein Hyatt Farber Schreck, LLP
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Joshua J. 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 Na. 8509
Fernley City Attotney

QFFICE OF THE CITY ATTORNEY
595 Silver Lace Blvd,

Fernley, Nevada 89408

Attorneys for the Cily of Fernley, Nevada
IN THE FIRST JUDICIAL DISTRICT COURT
OF THE STATE OF NEVADA IN AND FOR CARSON CITY

CITY OF FERNLEY, NEVADA, a CaseNo.; 12 0C 00168 1B

Nevada municipal corparation,

Plaintiff,

Dept. No.: 1

V.

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

inclusive,
Defendants,
NEVADA LEGISLATURE,
Intervenor.

AMENDED NOTICE OF DEPOSITION OF THIL PERSON MOSY
KNOWILEDGEABLE OFF THE NEVADA LEGISLATURE

TO: The Person Most Knowledgeable of tlie Nevada Legislature; and,

TO: Kevin Powers, Esq,, Legislative Counsel Bureau, Attorney for the Nevada

Legislature,

"

i

015342\0001\10739038.2 . |
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PLEASE TAKE NOTICE that at 9:30 a.m, on Wednesday, November 20, 2013, at the
law offices of Smith & Harmer, Ltd,, 502 North Division Street, Carson City, Nevada 89703,
Plaintiff City of Femley, Nevada will take the oral deposition of the Person Most
Knowledgeable of the Nevada Legislature tegarding the subject(s) set forth below, upon oral
examination, pursuant to Rule 26 and Rule 30 of the Nevada Rules of Civil Proceduie, before a
Notary Public or before some other officer authotized by the law to administer oaths.

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

attend dnd cross-examine,

SUBJECT MATTER: See Attachment “A”,
DATED this_\8" _ day of October, 2

By

—\Jbsl(a.l HicksNevada Bar No. 6679
Clark V. Vellis, Nevada Bar No. 5533
50 West Liberty Street, Suite 1030

Reno, Nevada 89501
Telephone: 775-622-9450

BR SCHRECK, LLP

Attorneys foir the City of Fernley, Nevada

015342\0001110739038.2 2 Case No. 66851
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S0'WeST LIBERTY. STREET, SUITE 1030

[y

=T N B~ TR 7. T SO

10
11
12
13
14
15
16
17
18
19
20
21

23
24
25
26
27
28

I HEREBY CERTIFY that I am an employee of BROWNSTEIN HYATT FARBER

CERTIFICATE OF SERVICE

SCHRECK, LLP, and that on this W au/bs October, 2013, I caused to be served via

electronic mail and U.S. Mail, a true and cotrect copy of the above foregoing Ainended Notice of

Deposition of the Person Most Knowledgeable of the Nevada Legislature propetly addressed

to the following:

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

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

Andrea Nichols, Esq.,

5420 Kietzke Latie, Suite 202
Reto, Nevada §9511
anichols@ag.nv.gov

015342\0001110739038.2

y
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ATTACHMENT “A”
to the Amended Notice of Deposition for PMK for the Nevada Legislature

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

V.
STATE OF NEVADA ex rel. THE NEVADA DEPARTMENT OF TAXATION; THE HONORABLE
KATE MARSHALL, in her official capacity as TREASURER. OF THE STATE OF NEVADA,; and
DOES 1-20, inclusive, Defendants,
NEVADA LEGISLATURE, Intervenor

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

SUBJECT MATTER:

1. The loeal 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 setvice levels including any
studies or 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, 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 setvices provided by C-Tax
recipients.

4, Any adjustment or tequest for adjustment to the C-Tax distribution of a C-Tax recipient and the
basis for any such décisions.

5. The method of obtaising 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 continval setting of, allocations of C-Tax distributions to C-
Tax recipients.

8. History of enactment and enforcement of C-Tax and 8B 254.
9. Legislative oversight of C-Tax since its enactment.
10.  Application and implementation of C-Tax since its enactment.

11,  Any and afl cooperative agreements between C-Tax recepients since the enactmerit of said C-
Tax.

12,  Reviewand analysis of local government budgets in relation to distributions to C-Tax recipiefits
since enactment of the C-Tax.

13.  Your Answer to Plaintiff's Complaint and the factual basis of youn affirmative defenses 1-6.

14,  Any and all communications between you and the City of Fernley Incorporatorr Cotmmittes:

Case No. 66851
JTA 1828
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MINUTES OF THE MEETING
OF THE
LEGISLATIVE COMMISSION'S
S$TUDY TO DEVELOP ENABLING LEGISLATION
FOR THE CREATION OF INCORPORATED TOWNS
(Assembly Bill 381, Chapter 538, Statutes of Nevada 2001)
March 25, 2002
Pahrump, Nevada

The second meeting of Nevada's Legislative Commission’s Study to Develop Enabling
Legislation for the Creation of Incorporated Towns for the 2001-2002 interim was held on
Monday, March 25, 2002, at 10 a.m., in Pahrump, Nevada. Pages 2 and 3 contain the revised

“Meeting Notice and Agends.”
COMMITTEE MEMBERS PRESENT IN PAHRUMP:

Assemblyman Douglas A. Bache, Chairman
Senator Ann O’Connell

Senator Michael Schneider

COMMITTEE MEMBERS EXCUSED:

Assemblyman David E, Humke
Assemblyman P.M. “Roy” Neighbors

COMMITTEE MEMBER ABSENT:

Senator Jon C, Porter

LEGISLATIVE COUNSEL BUREAU STAFF PRESENT:
David S. Ziegler, Principal Research Analyst, Research Division

M. Scott McKenna, Principal Deputy Legislative Counsel, Legal Division
Kennedy, Senior Research Secretary, Research Division

Case No. 66851
JA 1830
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Responding to a question by Mr. Speliberg on population densities, Mr. McKenna explained
that although population density is something that is looked at if the proposed incorporated
town will be located in Clark or Washoe County, the fact that a proposed incorporated town is
in a county other than Clark or Washoe would not prevent such a town from incorporating.
Pursuant to subsection 4 of section 5 of the draft (relating to requirements for the area to be
incorporated as a town), population density is not looked at if the area to be incorporated is in

a county whose population is less than 100,000 (such as Douglas County).

Marvin Leavitt

Marvin Leavitt, citizen, Overton, Nevada, and a member of the Advisory Committee to the
A.B. 381 Subcommittee, acknowledged the financial difficulties of incorporating a town. He
said the solution would relate to how the consolidated tax issue was resolved, including any
distributions from that tax. He noted that establishing a GID is not an easy task now because
the rules are more stringent. He cautioned that allowing incorporated towns access to
consolidated taxes would only result in extracting funds from another local government. He
suggested that new levels of government have access to consolidated taxes only if they provide

all four basic public services.

Mr. Leavitt suggested additional topics for discussion by the subcommittee, including:
(1) addressing GIDs with boundaries greater than the proposed sarea of incorporation;
(2)-eliminating the “proliferation of single purpose governments,” which receive a guaranteed
amount of funding but provide limited services; and (3) developing a general
purpose government,

DISCUSSION OF OTHER ISSUES CONCERNING INCORPORATED CITIES
AND UNINCORPORATED TOWNS IN RELATION TO

THE INCORPORATION OF TOWNS IN NEVADA

There was no discussion on this topic.

PUBLIC TESTIMONY

The following citizens contributed to public testimony:

Lee Hanes

Lee Hanes, coordinator, Pornography Only In Zone (P.0O.1.Z.), Las Vegas, said most
governments do not effectively represent all aspects of society because they are too large, too
geographically dispersed, too economically contradictory, and too culturally diverse. As a

result, it is his perception that there are different standards within commmumities throughout

13 Case No. 66851
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STATE OF NEVADA
DEPARTMENT OF TAXATION 500 KGestis or
4600 Kle!zke_ Lane
Web Site: hitp://tax.state.nv.us Bolding 1, Suite 285
16560 Gollegs Parkway, Suite 115 Phone': (775) 687-9999
Galson Gily, Nevada 89706-7937 Fax: (775) 688-1303
Phone: (776) 684-2000  Fax: (776) 684-2020
BRIAN SANDOVAL .
Govemor LAS VEGAS OFFICE HENDERSON OFFICE
ROBERT R BARENGO Grant Sawyer Office Building, Sulte1300 2550 Paseo Verde Parkway, Sulte 180
Chaly, Nevada Tax Commission 555 E. Washington Avenue Henderson, Nevada 89074
WILLIAM CHISEL Las Vegas, Nevada 89101 Phone: (702) 486-2300
Phone: (702) 4862300  Fax: (702) 486-2873 Fax: (702) 486-3377

Executive Director

December 20, 2011

M. Joshua J. Hicks

Adtorney at Law

Brownstein Hyatt Farber Schreck, LLP
9210 Prototype Drive, Suite 250
Reno, Nevada 89521-8982

Dear Mr. Hicks:

You have requested an advisory opinion from this office regarding the distribution of
Consclidated Tax (“C-Tax") fo the City of Fernley. As you have indicated, the C-Tax system
was set up in 1997 to provide an equitable distribution of six different tax streams to Nevada's
local governments, enterprise districts and special districts. The City of Fernley was a
township at the time the C-Tax was implemented and was incorporated as a City in 2001.
Your questions relate to the Department's role in determining the appropriate distribution of

C-Tax and are as follows:

Question One: Does the Department have any discretion to amend the Tier 1 C-Tax
distribution to Lyon County? If so, what is the process for such an amendment?

. No, the Department does not have any discretion to amend the Tier 1 C-Tax distribution
to Lyon County. The basis for the distribution of each of the six tax types to counties is set by

statute as follows:

Cigarette Tax. NRS 370.260, distributed to counties by population.

Liquor Tax. NRS 369.173, distributed to counties by population.

Government Services Tax. NRS 482.181, distributed fo county of origin.

Real Property Transfer Tax. NRS 375.070, distributed by the county of origin.

Basic City County Relief Tax. NRS 377.055, distributed to county of origin.
Supplemental City County Relief Tax. NRS 377.057, distributed according to statutory

formula.

The disfribution of each Tier 1 C-Tax Is set by statute. - The Departmesnt-deccnethave — L

any power to amend or change the formulas set in statute for the distribution of Tier 1 C-Tax to -
Lyon County.

DoA™
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Mr. Joshua J. Hicks
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Question Two: Does the Department have any discretion to amend the Tier 2 Base C-Tax
distribution to Fernley? If so, what is the process for such an amendment?

No, the Department does not have any discretion fo amend the Tier 2 Base C-Tax
distribution fo Fernley. The distribution of Tier 2 Base C-Tax is set by statute in

NRS 360.680(2). It states in pertinent part;

Except as otherwise provided in NRS 360.690 and 360.730, the
Executive Director, after subfracting the amount allocated to each
enterprise district pursuant fo subsection 1, shall allocate to each
local government or special district which is eligible for allocation
from the Account pursuant to NRS 360.670 an amount from the
Account that is equal to the amount allocated to the local
government or special district for the preceding fiscal year, minus
any excess amount allocated pursuant to subsection 4, 5, 6, 7 of
NRS 360.690 muitiplied by 1 plus the percentage change in the
Consumer Price Index (All ltems) for the year ending on December
31 immediately preceding the year in which the allocation is made.

If a local government assumes functions of another local government or district, there is
a means in NRS 354.598747 for adjusting the base amounts received. The Department
follows the formula presented in NRS 354.598747(1)(a)(1) and (2). Unless the City of Fernley
assumes the functions of another local govemment or district, the Executive Director is
required to distribute the Tier 2 Base C-Tax pursuant to the formula in NRS 360.680(2). The
Depariment does not have the power to amend or change the distribution of the Tier 2 Base

C-Tax to Fernley.

Question Three: Does the Department have any discretion to amend the Tier 2 Excess C-Tax
distribution to Fernley? If so, what is the process for such an amendment?

No, the Department does not have any discretion to amend the Tier 2 Excess C-Tax
distribution to Fernley. Ths provisions for distribution of the Tier 2 Excess C-Tax are found in
NRS 360.690(4) through (8). These sections provides the formula fo be used by the Execufive
Director if, after distribution of the Tier 2 Base C-Tax, there are funds remaining in the account

for further distribution.

Question Four: Is Fernley eligible fo receive an adjustment pursuant to the provisions of
NRS 360.740, as a municipality created after July 1, 19987

NRS 360.740 authorizes a newly created local government to receive an additional

allocation of Tier 2 Base C-Tax. At the time the City of Fernley was created in 2001, it had the
option of taking on police protection and two additional services (fire protecticn;: conebuction— .

maintenance and repair of roads; or parks and recreation). At the fime of its creation, Fernley

Case No. 66351
TA 1834
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had the option of taking on these services and receiving an additional allocation. Fernley did
not opt to assume police protection. At this time, if Femley assumes additional services it may
be eligible for an adjustment of its C-Tax distribution pursuant to NRS 354.596747. In
accordance with NAG 360.200 (2), this opinion may be appealed fo the Nevada Tax

Commission.
William Chisel~"
Executive Director
WGC:

Case No. 66851
IA 1835




EXHIBIT 25

EXHIBIT 25




1'_-_\\

O X N o U W N

N N N NN N R R e b s g
G = W N P O L ® a3 o 0 = o v o5

wm\:
HAAN

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

~o0o-
CITY OF FERNLEY, NEVADA, CERTIFIED COPY
a Nevada municipal corporation,
Plaintiff, Case No. 12 0OC 00168 1B
vS. Dept. No. I

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.

Pages 1 to 76, inclusive.

DEPOSITION OF ALLEN VEIL

Thursday, March 13, 2014
Fernley, Nevada

REPORTED BY: CHRISTINA AMUNDSON
CCR #641 (Nevada)

CSR #11883 (California)
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0 Could you trace e your career from 1990 to
the present.

A T made an error. I started in March of 1990
with the sheriff's office. I was a deputy for nine
months and I was promoted to the substation
commander, which was Sergeant at that time, in Mason
Valley so T was in charge of patrol in Mason Valley
and Smith Valley.

In 2000 I was promoted to field services
Commander, so T was in charge of everything with the
sheriff'g office, al1 Ooperations other than dispatch
and the jail. In.2003 that title was changed to
captain but the assignment was not changed.

0 Okay.

A And then I was elected in November of 2006
to be sheriff ang I'm still here --

o) Okay.
A —~ until the end of this vyear.
Q  Now, prior to 1990 what did you do?

A I worked for the Yerington Police Department
for eight Years, '82 through '90.
0 Okay.

and Lawn. Case-No. 668

b1}
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Q Okay. Your time as a deputy sheriff, that
nine months, where did you serve that?

A In Mason Valley.,

o) Okay. Have you ever patrolled or been in
charge of 3 substation in Fernley?

A No.
0 Okay. But ag the field service commander,

You were in charge of Fernley as --

A Yes.
0 —— a result of everything in Lyon County?

A That's correct,
0 Okay. So you're familiar with the Sheriff's

Department's Presence in Fernley from approximately

2000 forward?

A Well, and pProbably before then just because
it's, you know, one agency. So there were times that
I actually did work up here a day at a time but not
actually on the schedule,

The other thing that we dig for —— if 1
remember right -- about gz year is we tried to have
Our sergeants in -- which are now lieutenants --— but
the sergeants were put on shifts as opposed to

working specific Substations and we tried that for

about a year. S0 I was a graveyard watch commander .

80 that means I had the entire county, \r,mgqf
— hf\ﬁﬂl‘c- o ) H

A= rnl vy
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0 Okay. So you're familiar with Fernley?

A Yes.
0 And you're familiar with the sheriff's
Department's presence in Fernley?

A Yes.
O Okay. And Fernley incorporated at some

point in time, correct? Are you aware of that?

A Yes.

Q Do you remember when that was?

A I believe it was 2003.

Q  And were you involved with the Sheriff's
Department's oversight of Fernley prior to the
incorporation?

A Just as I told vyou, as the field services
lieutenant.

0 Okay. So you're familiar with the policing,
the sheriff's presence in Fernley as-a township and
then after incorporation as a city?

A Yes. 4
Q Okay. We were talking earlier that you're

getting prepared now to do your budget. In fact, one
of the documents that we were discussing -- you're

going to leave the box with us so we can go through

and figure out which ones we need to copy —— but the

document you need back is your budget presentation.

51

i
]
[
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Is that correct?

A That's correct.

O As the sheriff are you then in charge of
putting together your own budget or is the budget
provided to you by the county?

A That's a kind of a double~edged question

there.
0 That's why I asked it.
A I put together my own budget and I submit my

own budget.

Q Okay. And then what happens to it?

A Theh it is looked at by the county manager
and the comptroller and they make their
recommendations to my budget.

Q Okay.

A Then I discuss it with them. We discuss the
differences in opinion on what is needed or what may
not be needed. Typically we come to some kind of an
amiable conclusion to that. And then they submit to
the county commissioners what they believe the budget
should be.

@) Okay.

A And then later on I appear before the county

commission and present the budget as I see TIF:

Q Okay.

MOLEZZO REPORTERS - 775.322.3334 R I T
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A Over the past several years that process has
changed a little bit, depending on the year. |
Sometimes the leadership team -- and that's typically
the elected officials and the appointed officials ——
we will discuss budgets during leadership team and a
little give and take and recommendations from each
other, and it's nothing formal but we try to come to

some kind of conclusion.
In other years we don't do that at all and

it's just a big round-table with everyone before the
commissioners and it's just depending on the year.

Q When you say "everyone," you mean all the
departments get there and --

A Yes. |

0 -— 1it's a free-for-all?

A It's a free-for-all, exactly right. 30, 35
people and it's all presented before the ‘

commissioners all at once but, you know, over the

period of two or three days.
O Let's go back. The first budget that comes

out is your budget that you put together based on
what you think the needs are for the sheriff's

department for Lyon County.

A Correct, »
0 Tell me what you do to go about doing that.

MOLEZZO REPORTERS - 775.322.3334 R T T
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1 Affidavit of Service Treasurer City of Fernley 06/20/12 13-16
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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
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1 Exhibits to Joinder in Motion to Dismiss Nevada Legislature 08/16/12 104-220
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21 Motion for Costs State of Nevada/Dept 09/19/14 | 3776-3788
Taxation
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7 Motion for Summary Judgment City of Fernley 06/13/14 [ 1458-1512
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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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Reconsideration and Rehearing of the Court's
June 6, 2014 Order
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23  |Plaintiff's Motion to Strike, or Alternatively, City of Fernley 10/14/14 | 4178-4189
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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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is a really complicated question that you're asking me.

BY MR. VELLIS:

calculated based on a five-year average percerntage chanhge
in assessed valuation added to a five-year average

percentage of change in population. That number —— this

Q Good. I finally asked one.

A But that's basically the factor that is used to
generate that calculation. I don't know that I can recall
the entire thing without having it in front of me.

0 Okay. But in any case, assessed value and
population growth are factors in how the excess is
distributed?

A Yes.

Q Okay. And the reason I'm asking the question is
because I'm trying to figure out in relation to a base
amount, when you set the base, is population and assessed
value considered 1n setting the base originally for the
local governments, local towns and cities?

MS. NICHOLS: Objection. Assumes facts. The

Department doesn't set the base.

Q Do you know what went into it?
A It's my understanding that population and

assessed value are not considered.

O Okay. And as the Department, do you have arty

understanding of why that was not considered for the base

MOLEZZ0O REPORTERS -~ 775.322.3334 C;XGN@fﬁ 351
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but is for the excess?
MS. NICHOLS: Objecfion. Calls for speculation.

BY MR. VELLIS:

Q Just your understanding.

A I don't know. ‘

Q I don't want you to guess. If you don't know,
don't guess. Okay?

A I don't know why.

Q Okay. So as the Department of Taxation you
don't know why population and assessed value was not

considered when they set the base or'why it's used for the

excess”?
A Correct.
0 Okay.

MS. NICHOLS: Just to clarify, does the
legislature set the base?

MR. VELLIS: Objection. You're not here to ask
questions. When I'm through you can ask all the questions
you want to.

MS. NICHOLS: I'll make a note.

BY MR. VELLIS:
Q When you discussed it with Fernley and you

looked at what Fernley's base was, did you as the

Department have an understanding about how Fernley arrived

at the base amount that they had?

MOLEZZO REPORTERS - 775.322.3334 CaseNéf_jég?
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they had.

A Fernley didn't arrive at the base amount that

0 That was a bad question. You're right.

What I'm trying to ask you is as the Department
when you look at —— when Fernley comes and talks to you
and shows you their base, do you know how Fernley's base
was originally set? ' |

A It was set by the SB-254 committee.

0 So it wasn't by you guys, the Department of
Taxation?

A No.

0 Okay. Do you know what the SB-254 committee did

or looked at in order to set the base for Fernley?

A Yes.
0 You do? Tell me what you know.
A They looked at the previous revenue sources and

tried to maintain revenue neutrality.

0 Okay. " Did at any time, as you're going through
your analysis, see Fernley's base and the base of any
other city as —- did the Department of Taxation have any
feeling that that looked like it was significantly off
compared to comparable cities?

MS. NICHOLS: Objection. Assumes facts and

calls for speculation.
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BY MR. VELLIS:

Q I'm just asking as the Department, did you ever .
look and say that one looks completely different?

A No, we didn't.

Q Okay. And that's not something you would do?

A I look at each and every number to make sure
that it's mathematically and statutorily correct.

Q Okay. And that's good. So that's the way you
look at it. But as to comparison with other similar
cities, localities with populations and assessed value,
that's not something you're concerned with?

A No, I'm not. _

Q "You" being the Department?

A No.

Q Okay. Does the Department have any
understanding about who would look at something like that
if it seemed to be disproportionate?

A I don't know thdt there's a provision in the
statute, When local governments have questions about
their distributions, they call the Department to get
clarification.

Q Okay. But you're just going to clarify whatever

the formula sets out in the numbers, right?
A Yes.
Q Okay. TIf they called for clarification and
MOLEZZO REPORTERS - 775.322.3334 Caso No-8G51
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somebody calls up saying gee, my number was completely
different and lower than somebody else's, what does'the
Department do with a complaint like that? Do they send
them on somewhere else or does it just dead-end right
there?

A That's something that would come through TLocal
Government Finance and Terry Rubald's group. I wouldn't
be involved in that.

MS. NICHOLS: If we could be off the record for
just a minute.
(Discussion off record.)
BY MR. VELLIS:
0 As the Department of Taxation, do you know what

sources local governments use to finance their services

and their operations?

A I have some knowledge of that. Terry Rubald's
group works with local government budgets.

Q All right. So if I wanted to ask questions
about how local governments finance what they're doing,
their services, I should ask Terry Rubald?

A Yes.

Q Okay. When the local governments —— I'll stick
with those —-- have their base amounts set, that was set
not by the Department of Taxation. CorrectX

A Correct.
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Q It was set by?

A The SB-254 Committee, the Committee on Local
Government Finance.

Q And did the Department of Taxation have any
input on those bases that were originally set?

A I don't know.

Q Okay. Do you have any understanding about how
that was done and what the negotiation was about how much
the base was for particular cities?

A No, I don't know.

Q Speaking on behalf of the Department of

Taxation, do you have any thought on whether or not —-—

strike that.
Does the Department of Taxation concern itself

with the importance of the original setting of the base?

A I'm not sure what you mean, do we concern
ourselves with the importance of it.

Q The original base was set. That's your original
base. That goes on in perpetuity, correct?
. A Yes.

0 And that's a pretty important number when you
first get it, isn't it?

A Yes.

0 And it's going to go on that way for etexnity

unless it changes, correct?
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1 California, and we were researching optiomns for the %
2 state. g
3 Okay. g
4 A, All very glamorous work. ;
5 Q. Beauty is in the eyeé of the beholder, I ;
6 guess., i
7 A. Yes, I suppose. 5
8 Q. Now, what was your actual positian? What were g
9 you called? é
10 A. At? i
11 Q. At UNLV during this per;od, '78 to '80, E
" 12 A. Research associate. j
13 Q. Okay.
14 A, Senior research'aséociate, something like j
15 that. {
16 Q. Okay. And then after that, where did you go? %
17 A. 1980 to Clark Couiity. ;
18 Q. And what did you do for Clark County? E
19 A. At the very beginning, it was & mahagement — !
2b budget analyst position which moved fairly quickly into ;
21 a senior budget analyst position and then moved to j
22 director of budget and financial planning within a 5
23 couple of years. + %
24 Q. Okay. E
25 A. And then within about another year to chief é
www.onsisreporting.com  OASIS REPORTING SERVICES, LLC 22‘62‘127
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1 financial officer, which was a combinétion of i
2 comptrollér and director of budget and finance, and I
3 was with Clark County through December 31, 1995.
4 0. Okay. "So from 1980 until 1995, you started as E
5 a budget analyst. What did the budget analyst do? :
6 A. Oh, at that time, we had assigned . }
-7 résponsibilities for various départments. Fach of the
8 budget analysts had various departments that they were
9 responsible for helping guide through the budget |
10 process. I had a handful of thoée. I think there were }
11 all of three budget analysts in Clark County at that. é
12 time. ;
13 Q. Okay. i
14 A, That work didn't change that much through the %
15  sgernior budget analyst part of it, although I took on ;
16 more responsibilities for doing things like all of the {
17 revenue estimates for the county and more technical ;
18 matters, i
19 Q. And then chief financial officer, expla;n to %
20 me basically what you did there, if you can. %
21 A. Well, having overall responsib;lity_for the E
22 budget, the development and administration of the budget ?
23 as well as all other financial functions of the county, ;
24 which would have included, you know, all of the normal %
25 accounting functions, payroll, accounts récei%able, g
wrmomimeporingoom - OASISREPORTING SERVICES,ILC  Cooiésgp
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accounts payable, financial planning, debt and capital

Q. Okay. And in 1995, where did you go?

A. At the end of 1995, so January of '96, I left
Clark County and formed the company that I'm now stili
with; Hobbs, Ong, O-n-g, & Associates.

Q. And what does Hobbs, Ong & Associates do?

A. We specialize in public finance issues which
can be best déscribed -- I'm asked this all the time,
and I have quite a difficulty with it.

Q. You're under oath now, though.

A. Yes. No, no, I'm not sure it's going to make
any diffgrende.

A big part of what we do is we're involved
with the capital planning and debt structuring, debt
issuance for a number of clients throughout the State of
Nevada. . |

Do you want client examples or more
definition?

Q. Yes, if you can, definitions and client
examples would be great.

A. If an entity needs to finance a capital
project, they will consult with us, "How do we go about

doing that?" Obviously, it takes revenue to leverage

the revenue. Sometimes they have the revenue.
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1 to the extent that there are people who are on oné side |
2 of an issue or another and the numbers favored one side é
3  or the other, I think that's a fair assessment to make, [
4 but the purpose of the testimony that we provided wasn't é
5 necessarily to advocate on one party's part versus j
6 another party's part, and in the years since, even !
. |
7 though I have a lot of'respect for those who spend time i
8 lobbying, as technical ﬁypes and as a company who feels §
9 it's important to maintain technical objectivity, we try %
10 to avoid that. ‘ %
11 Q. After you left thé county, who or what é
12 entities did you lobby for, in the broadest terms we're
13 using that or how you've explained it.
14 A, It's kina of an interesting evolution after
15 Clark County. Before I left Clark County -- anﬁ I think :
16 this goes to the heart of things that you're interested E
17 in -- !
18 Q. Okay. g
19 A. -~ there was a committee, and I wish I could é
20 remember all of theé dates and the name or the number of g
21 the legislation. For some reason SB or SCR.4O sticks in g
22 my mind, but Senator O'Connell had a group put together E
23 that was an interim group to study matters relating to %
24 taxation, and that spanned at least —-- at least three ;
25 interims between regular sessions of the iegiélaturem ﬁ
|
WWWoa5131ep01'tmgcom 0ASIS RﬁPoﬁT}Né égRVICES e ZSQ\?& a8
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1 I was on the technical committee and shared %

2 the technical committee for at least two 6r three of

3  those interims, and that was both pre leaving Clark ;

4 County and post leaving Clark County. So I continued in |

5 that role after I left Clark County, it being determined

6 that I had been appointed as an individual, not because ||

7 of my position with Clark County. 8o I continued that

8  type of work, and, again, how you define that is —-

S Q. Okay. And I understand that, ana when we're ;
10 using the term lobbying, I understand how you've g
11 explained it. What I'm trying to understand is what |
12 kind of entities did you do that kind of work for after
13 you left Clark County? | Ji
14 A. The only entity that I can remember paying i
15 us —— this is to the bést of my recollection ~- j
16 Q. Sure, absolutely. ?
17 A. =-- since this has been a number of years ago, §
18 the City of Henderson provided & small monthly stipend é
19 dﬁring -- it might have been the '97 session. g
20 -Qstensibly that was to provide techhical support to the é
21 City of Henderson on legislative matters that may come ;
22 up, and essentially what that means in my world, if we %
- |
23 get a technical bill that we don't understand, we're ‘
24  sending it over to you for you to read it, pour through
25 it and tell us if it does something to us; )

ywwossisteporting.com  OASIS REPORTING SERVICES, LLC oGS5
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1 It was all formulaic, and I suppose one of the j
2 other gquestions you have to ask yourself is how current |
3 are any of those mechanics with the needs of the time. i
4 0. And that's what you were asking back then?
5 A. Those were the kinds of questions that these i
6 of us that dealt with administéring'these kinds of |
7 things would naturally have.
8 Q. Okay. So how did you =- did someone contact
9 you to be.on the committee, or.how did you get involVed ;
10 in this SCR 40 committee, the technica% committee? |
11 A Specificaily that committee, I don't recall
12 how that happened, but it wasn't uncommon for me to be
13 on such committees.
14 Senator O'Connell, I think, was —— I don’'t |
15 know if this is speculative or not, but my recollection g
16 is she likely had semething to do with my taking a E
17 coordinating role with the technical working group. g
18 Q. Who else was on that, and what did you call é
19 it, technical group or advisory group, or wWas there more g
20 than one group or —-— ?
21 A. There was a legislative committee, and we were f
22 the tecﬁnical committee in support of the legislative E
23 committee.
24 0. And who was on that technical committee, if 5
25 you recall, or as best you can recall, I ShOuid say. é
www.éasisi'e'portirlg.-com . OASIS REPORTING SERVICES LILC Z
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As best I can recall.

C AL Well, I mean, the :

normal cast of characters. Marvin Leavitt, who is
somebody I had a lot of discussions with,these things !
about throughout the years. |

0. Okay.

A. Mike Alastuéy, I believe, who was with Clark

County School District, another person whose knowledge

in ‘these areas, particularly from the school district ?

side, is second to none. Some‘northern people. Mary E
i
Walker. . - E
Q. Who is Mary Walker? |

A. Mary at that time would have been CFO for

Carson City.

Terri Thomas, who I believe was CFO for the

City of Sparks, and there may have been one or two

others.

Q0. Okay.

A. John Sherman, I believe.

John was the CFO for E
Washoe County, and while there may have been people- ;
whése names were formally a part of the committee, the E
committee was never closed to any of the other CFO or

those types who wanted to have involvement in it.

Q. Okay. But you were the chairman of this f

|

committee? X
A. I was the chair of that committee. My only ?

DIy vl b o
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question in ﬁy mind is, I know I was chair, but T'm not
sure which of the threé or so sessions.I acted as chair.
T believe I acted as chair for twoe of the three
sessions.

0. Okay. And who took over from you in the other
session? |

A. I believe after I was done with it —; and I™m
not sure what this says —-- they didn't renew the
committee, it being expensive to have sqch. I'd 1liké to
think that's tﬁe reason.

Q. You said it went through three sessions. 5o
from what period of time? Do you know?

A. I'm thinking it was probably '95 through
'99ish, and, again, that's speculation on my part.

Q. It's approximate?

A, Yes, approximate.

0. All right. And what were -- what were the
direction to the technical committee from the
legislative committee as to what they wanted you to do?

A. They wanted us to look at revenue distribution
issues between and among local governments. That was
largely the charge. So that would have included
property tax issues, which I do remember spending time

on, the sales tax, the SCCRT, supplemental Ccity/County

T e e e e e e T

relief tax, basic City/County relief tax issués and

wwwi.oasisreporting.com  OASIS REPORTING SERVICES, LLC
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1 distribution issues. We dealt with a number of other %
2  related issues. |
3 Q. Okay. Were the related issues aside from g
4 the —— and the C-Tax consolidated tax -—- I'm going to
5 use the term C-Tax since it's easier. Is that okay?
6 A. Yes. ‘ §
7 Q. All right. Did you make recommepdations as 5
8 technical committee regardihg these other taxes, g
9 property taxes, gasoline taxes, ariything like that, g
10 other than the C-Tax to the legislative committee? E
11 A. We likely did. As a part of the '97 session, %
12 the focus was really on what —-— the genesis of the g
13 C—Tax,'if you will. In '95 and '90 -- whenever else we é
14 had -— I remember one particular —-- one particular f
15 interim was dominated by discussion of fuel tax é
16 distribution, motor véhicle fuel tax distribution, and I {
17 believe there were some recommendations made on that as 5
18 well that was completely unrelated to the C-Tax, but §
19 that's a considerably aifficult‘tOpic in and of itself %
20 and remains such today. é
21 0. Well, let's just focus in on the C-Tax, and é
22 you used the term genesis of the C-Tax, and so that's é
b 23 kind of where I want to start is the genesis. g
24 How did the C-Tax get built, get put together %
25 by the technical committee? Can you tracé itmfor me? 1
www.oasisteporting.com  OASIS REPORTING SERVICES, LLC C&Sﬁ&éﬁ%ﬁb »
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1 A, Well, this is going to be all to the best of ,
2 my recollection --— ‘ i
3 Q. Absolutely. The whole deposition is to the
4 best of your recollection. | - é
5 A. -- of 1996. So ‘let's see.. A number of us, ‘
6 and certainly m&self included, felt that, again, the
7 various methods that were being used to deliver these
8 revenues needed anothe£ look. Whether those actually
9 channeled revenues failrly from one local government to é
| 10‘ another or that sort of thing was very much on people's g
11 minds. %
12 And one of the other things that was é
13 particularly on my mind was the fact that the little j
14 skirmishes that would arise from time to time between 1
15  entitiés -- and down here in Clark County I can give you !
16 perfect examples. %
17 The City of Las Vegas would be pushing for, g
18 you know, something, you know, perhaps related to €
19 annexation, which always had to do with more revenue. é
20 Clark County might push back and say, "Well, you guys §
21 are receiving all the cigarette and liquor and basically é
22 the City/County relief tax. We receive none of that, 3
53  and that's not fair." And then the fight would break :
24 out, and it seemed to me it was sort of silly and j
25 counterproductive for those fights to break oﬁt over the ?
www.oa51sreporting.00m OASIS REPORTING SERVICES, LLC ‘262“437
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Page 32
1 same things over and.over and over again.
2 And so.that coming up with a uniform method of
3 distribﬁting similar types of excise tax revenues woula

4 be a sensible thing to do --

5 Q. Okay.
6 A, -— and that's what led to the discussions of
7 how do we go about doing this; what revenues should be

8 included in the mix.

9 Q. Okay.
10 A. Obviously, it wasn't named C-Tax at that point
11 in time, but what revenues could be -- should be a part

12 of that, and there was some discussion about, you know,
13 obviously the six.that are a part of it and other

14  revenues that could have been a part of it but were

15 excluded for one reason or another, like fuel tax was
16 excluded because there are some peculiarities Qith fuel
17 tax that wouldn't have lent that to being a part of

18 this.

19 There are a number of other related issues.
20 As you go through all of this, how much of it should be
21 based on the point of origin of where the revenues are
22 earned or some other mechanism for channeling those,

23 revenues back to the local governments.

24 You have first-tier and second-tier issues.

25 How do you get the revenues to the 17 countieé? What

e e
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1 then do you do with theé revenues once they're allocated é
2 to the 17 counties, to the various local governments and.é
3 agencies that may be a part of that? And there are at
4 least a couple hundred of those kinds of subentities
5 within the. state, and they vary a great deal.
6 So the amount of time from the genesis of the,
7 "Hey, we need to talk about this and see if there's a
8 better way of doing it" to working through all of the f
i
9 details took a considerable amount of time. |
10 Q. Okay.
11 A. I mean, I can give you another.example of 1
12  something that is sort of peculiar that strikes out. é
13 Q. Sure. %
14 A. You know, down in Clark County, we're é
15 dominated by unincorporated towns and cities. We have ?
16 the cities that we have, and then'we have a bunch of %
17 - unincorporated towns,land even people that live down E
18 here rarely know when they'ré in a city versus an E
19 unincorporated area, but it's a VeryAfundémental thing g
20 for revenue distribution. - }
21 In Douglas County, I don't believe they have E
22 very many unincorporated towns, but they probably have i
23 two-thirds of what I would c&dll general improvement E
24 districts or special districts that exist in the entire ;
25 state. It's a completely different makeub infDouglas i
W.oasis;;>0ﬂmg.00m OASIS REPORTING SERVICES, LLC ig&i%
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1 County of how they go about delivering services and the g
2 entities through which they do that. You have to work %
3 through those details because at the end of the day, %
4 you're trying to devise one formula to fit all needs ;
5 across the state. ;
Q. Right. |
7 A. And there are a gazillion other weird exémples %
8 - of things that, "Really, that exists?" i
9 And one of the —- one of the big questions ;
10 again, you know, once you start working through g
11 identifying all of the different variations that you 2
12 have, which is a huge part of it -— and we had rural %
13 representatives and northern representatives, so we had ;
14 plenty of input from those folks -- now, what are your _%
15 objectives? i
16 Now, this is something that's driven as much i
17 or more by the legislative folks than the technical ;
18 folks who are sitting there putting together fascinating g
19 spreadsheets from week to week. Now you néed to go get é
20 some policy-direction from thoge folks.
21 0. And did you do that?.
22 A. Yes, and one of the approaches I generally ;
23 take with this kind of thing, bécause I've done this a g
24 few times in my career, is before we just start running i
25 numbers willy-nilly, which i1s extremely time éonsuming, E
www;éasis‘feporting‘.com OASIS REPORTING SERVICES, LLC 265\5?7
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1 What are the principles or the guidelines or the f
.2 objectives of what we want to get to. |
3 Q. What is your recollection of what tﬁéy were
4 for this technical committee, the SCR 40 committee?
5 .A. One of the biggest ones was that in the first
6 year&of the C-Tax, tﬁat it be -- or at least at the base g
7 -— that it be revenue neutral, and by that I mean
8 wouldn't necessarily upset the current revenue receipts I
9 of the various local dovernments that receive those
10. revenuéé; That;is"alwéys.é.hugélaécisioﬁ with a lot of
11 implications. ;
12 Q. Okay. And why was that -- what was your
13 understanding about why that was an important objective g
14 to this? |
15 A. Now, this is less speaking on my own behalf as !
16 opposed to speaking on the group. ;
17 Q. Sure. i
1é A. The group's feeling about it. i
19 Q. Qkay. %
20 A. That if you come up with some new formula and é
21 it all of a sudden means you are going to receive 20 ;
22 percent less and she's going to receive 20 pércent more, 5
23 what is really going to happen to you and your ability i
24 to dgliver services. So there are going to be winners §
25 and losers, and this state is ﬂot known for local !
M.oasisrepofﬁné.com OASIS, REPORTING SERVICES LL.C 26&“4’7 %@b
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governments having a lot of latitude as far as being

able to do things on their own from a taxation

perspective.

So how do you 'deal with the potential of all
of those adverse —- thosé potential adverse outcomes?
The winners are going to be very happy. The losers are

going to be wvery unhappy. So how do you minimize some

. of that?

0. Okay. So and the way to do that then was to
just make the -— and this was for the base, the first
base?

A, Okay.
0. And what was the base? What was that supposed

to be, when you came up with a base amount?

A. Well, in its most -aggregated form, the base

would be the aggregate of all of those revenue sources

from the basic and supplemental City/County rélief tax,
cigarette, ligiuor, the other two. That's your big pot.

Now, the.first thing to do is get it to the 17
éounties, get that distributed to the 17 countiés, and
as I recall, the revenue neutrality part of that was
fairly important. So -- and this is, again, to the best
of my recollection.

-

Q. Sure, absolutely.

EE O Y e

A. But mechanically among the counties; it was

TR
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1 Q. -Okay. é
2 A. Do I think those statistics are the definitive ;
3 way of showing exactly what per-capita revenue i
4 generation and needs are? 1 look at them as descriptive
5 statistics more than meaningful statistiés, if you willjvf
6 ¢. If you have an area, though, that has a |
7 significant population growth and a significant assessed
8 value growth over a period of time, does that generally j
9 in this calculation indicate that there's going to be a g
| 10 need for more servicéé in that kihd of,an.areag' _ f
11 A. In and of itself, you would certainly come to %
12 that conclusion. ;
13 Q. Okay. On the objéctives -— we're back to -é
14  those —- is it falr to say then that what they were |
15 trying to do when they first set this out, since they %
16 Wanted to be revenue neutral, is just to keep the status E
17 quo of what everybody had entering the first yeaf of the ?
18 C-Tax? ;
19 A. Yes. }
20 Q. And that's what is meant by revenue neutral, E
21 and so when you set the base for everybody, whether it g
22 was a first tier or second tigr or whatever tier and %
23 whatever the entity was, it was going to be the status :
24 quo from what they had gotten so they, could gq.forward E
25  and feel comfortable they had what they had walking into |
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1 the systeﬁ? 2
2 A. You've avoided -- yés, you've avoided the ;
3 shock effect of other huge changeé; and probably there |
4 is a political element there, too, as far as getting the
5 votes to dé something and having everyone somewhat j
6 comfortable with it. But that's outside of my pay
7  grade. - }
8 Q. ©Okay. What you're referring to is that é
9 probably if somebody was losing money, the politicians i
10 weren't going to vote for this thing? i
11 A. . I would imagine there's a high correlation ;
12 there but —-
13 . Q. Okay.
14 A. So that was one objective.
15 Q. Right. And the base that you would give under
16 the C-Tax -- I'm kind of going off track a little bit
17 here —-- but that base then stayed with whatever that %
18  entity was throughout until, for examble, today? z
19 A. Well, it's Certainly;a part of their makeup i
20 today, much the same as the bases in 1997 are a function %
21 of the bases from 1980 and '81, when the tax shift took ;
22 place, which were alsc then a function of what happened g
23 in 1979. So you have these bases that have perpetuated E
24 over the years, and whether they were all right or all %
25 wrong is subject to a lot of debate. !
= — —_— =!
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1 Q. What do you mean? ;
2 A. Weil, again, you have baées that have their i
3 origins in 1979 and 1981. ?
4 Q. Right. ?
5 A. That is how many years ago, 30 something. g
6 It's a long time ago. | ' j
7 Q. Right. !
8 A. Things have changed over 30 years in this ;
9 valley and throughout the state. They cledarly have %
10 changed. -How meaningful are thbse bases today? ;
11 But all of the numbers that we deal with today %
12 have their origins in those bases. In other words, when.g
13 the tax shift took place, reduced property tax revenue . é
14 put'the larger sales tax pieces into place. A local §
.15 government then between those two revenue sOufces got X |
16 amount of revenue. That was their base going forward.
17 Then that would bé increased or modified each i
18 year up through 1997. The base from 1981 was still very 4
19 much a part of what happened. So the revenue neutrality E
20 in '97 refiected everything that took place before that. E
21 The main argument for doiné something like ;
22 that is at least things are perceived to be in i
23 equilibrium. ‘ _ ’
24 Q. But going forward, let's say, from 1997, when g
25 the C-Tax was instituted until teday, I méan,myou've, é
WW\;V.oasiéreéortin—g.com OASIS REPORTING SERVICES LLC 5£\th’7 ?é
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there was a competing objective to reduce competition
among local governments.

Q. Okay. And ﬂow did they go about doing that
with the C-Tax formula?

A. Well, once the bases were all set ;— in the
base year, a hundred percent of the revenue was a part
of the base. , So there wasn't any excess revenue, and
I'm sure you've heard those terms by now, right?

Q. Right, absolutely.

A, As the years went on, you know, aﬁd you rolled
your base up from year to year, the actual revénué
prbductiOn from thoée six revenues would exceed the
combination of all of the bases. So there would be a
certain amount of excess then to distribute according to
what you can see are somewhat complicated formulas.

Q. Okay.

A. The channeling of that excess, because it was
largely based on growth and population and assessed
value once again, you could argue that at least the
excess was being moved more to those areas that were
experiencing more rapid growth. So have you satisfied
that objective? In a way.

Q. Okay. |

A. At the same time, by not allowing —- by not

necessarily allowing for a new local government, if you

www.oasisreporting.com
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1 appeal, change your base. So that was available for a ~ é
2 new entity to do. %
3 The other thing is that —- and this was one 1 g
4 thought was particularly important -- that on the second E
5 tier of the revenue distribution, that to the extent E
6 that two or more of the local governments felt that they
7 should share revenue in a manner different than what the
"8  formula prescribed, they could do that. They simply
9 needed to file something with the Department of
10 Taxation, and théy could deviate from it. %
11 So in —— and I believe that's actually been ;
12 done. I kno% that was done in Clark County between E
13 Mesquite and the cities and the county. I know that's i
14 been used -- {
15 Q. Okay. g
16 A. -—- and it was somethihg that potentially could g
17 have been, if not for other political features, é
18 something that possibly could have been used in -- j
19 that's Lyon County, right? j
20 Q. Yes. g
21 A. That possibly could have been used there. I i
22 understand why it may not have been, but it was an g
23 available tool. g
24 Q. Explain that to me. How could it have been é
25 used, and what is your undefstanding of why iﬁzwasn't~ j
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1 used? €
2 A. Well, if Fernley and Lyon County came together |
3 and they agreed that, "Yes, .Fernley, you've grown, and
4 you should get more of this revenue," then they could
5 have done that, and they could have shared the revenue
6 differently.
7 Now, I've never been a party to any of the
8 discussions between Fernley and Lyon County at all, but
9 I could only suspect that Lyon County had less of a ?
16 willingness for saying, "Yeéh, that sounds like a really E
11 good idea." é
12 Q. Well, you and me both, because wouldn't that l
13 require then Lyon County to give up éome of the money ;
14 that it spends to Fernley?. i
15 A. Yes. Yes. But at the same time, if Fernley i
16 1s now providing services that Lyon County formerly }
17 provided -- and, again, this was the basis of the whole ;
18 theory of this alternative sharing mechanism -- if %
19 Fernley is now doing the things that Ljon County used to g
20 do,.and I don't pretépd to kiow what Fernley necessarily j
21 does, but let's by way of example say that they picked é
22 up the police component, and Fernley now has less of a i
l23 requirement on the county sheriff's side -- %
24 .Q. Correct. ;
25 A. ~— that would have been a ratiohal ghing for i
f
www.oasisrepoﬁing.com OASIS REPORTING SERVICES LLC 28%’7
8cE6hca-ehb9-4d0d-ad9b-5c69584h1923

Electronically signed by Marilyn Speciale (504-278-560-5148)




-

Page 49

A. If they can't come to such an agreement with j

Lyon County and if they can't otherwise make an appeal j

w N

_to the Department of Taxation, and I believe the appeal
4 they could have made was a one-time appeal, 1 believe.

5 " Q. All right. But after that one-~time appeal, i

6 we're 13 years down the line. Is there any procéss for
7 them to appeal it at that point in time if that

.8 situation I just described happens?

9 A. By the best of my recollection, within the
iO C—Tax law, T don't know of that, unless.something has
11 been put in or amended in the last three or four

12 sessions.

13 0. And here is the other gquestion. What 1f you
14 get a situation, the same situation, we have Lyon
15 County, we have Fernley. Fernley doesn't take on any

16 new services, but Fernley has a significant increase in

17 both population and assessed value and has additional
18 ‘services they need to provide. What do they do then to !
19 try to pay for those services through gaining~additionél
20 C—Tgx?

21 A, Let me ask ygu to rephrase because at the

22 beginning I thought you said that they didn't take on
23 any more responsibility.

24 0. Right. That's what I'm saying. Under a i

25  situation if you just had Fernley sitting where Fernley

1
'
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is and Fernley has its base, and whatever that base is

stayed and they've gotten whatever little incremental

changes to it, but Fernley, for example, grows during a
4 tén—year»period by 126 percent in population, grows by
5 over a hundred percent in assessed value. In fact, it's
6 fhe top in both areas in the state. 50 now it's a
7 population that has more thaﬁ‘dOUbled. It's got
8 'aééessed'Values that are over a hundred percent growth.
9 So they have, I think, additional gservices; but they're
10 still getting the same amount of C-Tax, and they héven‘t
11 taken on any additional services. Is there any way for
12 them to get additional‘C—Tax in order to pay er these
13 new services?
i4. A. Again, unless there's something —- to the best
15 of my knowledge —- unless there is somethingfthat has
16 been amended into what ﬁhe original C-Tax laws had, then
17 it would seem that if they've exhausted their appeal to
18 the Department of Taxation and haven't been able to come
19 £o some accord with Lyon County, that the next level
20 ~would be legislative relief, taking a bill and taking
21 your best shot.
22 Q. Okay, but within the C-Tax system itself,
23 they're kind of stuck just paying for that with whatever

24  sources they have. They're not going 'to get additional

PSR e —— Y Py ———————

25 C-Tax"?

i
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information you currently have, and you could calculate
out for each kind of per city or town or what it was
that they -- whethér they're & net ekporter or importer?

A. I think one could use, again, multipliers that
are available to synthesize that data and sﬁow if we
were to ‘take it down to the most disaggregdted unit, we
could probably apply something to it that would be
rational.

Q. Okay. Weé were talking about the objectives,
and the first oﬁe wés, I think you told me, the first
C-Tax was going to be revenue neutral, which would be
basically keeping the status guo, and the second was
that the -- you wanted to reduce competition among --
strike that. |

You wanted to reduce competition among the
entities and encourage cooperation, correct?

A, Corrécti

0. All right. What were the other objectives if
you recall?

A. There was another objective that -- and I
think I mentioned this a bit earlier -- there was

another objective that indicates -- that spoke to

. revenue should be channeled to where growth is occurring

that focused on that éxcess revenue piece.

Q. And explain that one to me. What do you mean?

!
]
i
1
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A. Again, you have the base revenue for each of

these entities, if all, as far as distribution formulas

w N B

are concerned. If the actual revenues produce more than

e e e o m r T T

that, the difference between all of the bases and the

P

total revenue producded leaves this remainder. The
remainder is referred to as the excess.

The excess, the formula distributes that based

o 9 o w

on, if it's still the same, a five—year'moving averagde

9 of growth in assessed value and a five-year moving
10 éverage of growth in populatibn. Sé thosé theoretically
11 are in practice. Those with more growth in assessed

12 value and population would receive a higher —— a higher

g O i Pt/ L Py werE 7 e - R Pt —
3 - e LT B i vt Stee et Vo e T STt

13 proportion of the excess channeled t? them.
14 Q. And ih relation to the excess, is there a ;
15 guaranteed excess every year? ; %
16 A. Oh, absolutely not. i
17 Q. So an area that is growing in both population
18 and assessed value, or significantly growing in both

19 population and assessed value, may not see any

20 additional fuhds unless there is an excess?

21 A. That would be true. :
|

22 Q. Okay. |
23 A. And, in fact, I think your case in point would f
H

24 be over the last five or so years where I don't know

25 if -— I don't know how many portions of the state :
zi
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1 actually had an egCess because of the économy. i
2 0. All right. But in any case, one of the i
3 objectives was to make sure that the revenues from the é
4 C-Tax were going to be channeled towards those areas E
5 that were growing? i
6 A. That there was a mechanism in place to;provide %
7 for something that would move more revenue in those E
8 directions, yes. i
9 0. Okay. And the way they were looking at what i
10 growth was‘waé to look at assessed value and population ;
11 growth? g
12 A. Correct. |
13 0. -All right. Any other objectives 1f you g
14  recdll? |
15 A. I'm sure there were one or two others, but I %
16 think those were the ones that beared more upon the é
17  formula.
18 Q. Okay. ?
1.9 A. I think there may have been one that {
20 encouraged the legislature to pass all this stuff, %
21 something along those lines. Usually that's the last !
22  objective. :
23 Q. Okay. Now, once you had these objectives, how E
24 did you go about coming up with the C—Tafoormula or the %
25 whole C-Tax system? What did you do? What was the _
z

T e T T T L CE‘I‘S"S‘NGT“()‘GS“S'I::
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1 and then, of course, because it's a thoughtful process, E
2 people will raise questions like, well, what if there's é
3  an abeérration? -You know, what if there is —-- you know, %
4 in a rural community, they opeh a niine, and all of a %
5 sudden, the population goes nuts, you know, all of a é
¢ sudden. How is that going to affect something? Wow, é
7  that is a problem. %
8 So how do we deal with that, you know, %
9 potential aberrafions like that? Well, we could use 3 ;
10 three- to five- to ten-year moving average to émooth é
11 that out, okay, and let's encode that. é
12 So all of the logic is developing as now the ?
13 numbers are beginning'td flow out and we start to test, g
14 do sensitivity testing on this Wﬁole thing, which I'm i
15 going to guess. took six months. i
16 0. All right. And was that done just for these |
17 enterprisé districts and special districts? E
18 A. All of them. ]
19 Q. For the whole thing? i
20 A. For the whole thing. {
21 0. So, for example, because I've asked these ?
22 gquestions in aeposifions before, in regard to like the _;
23 towns, local cities and whatnot, this aberration where ?
24 you have a city that all of a sudden explodes but has a é
25 very low base because of when it first came in, how is !
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1 it'téstéd to see what'ﬁappens to that c¢ity? E
2 A. Weil, you Hypothesize problems that you counld é
3  foresee, and thgf could occur on that side or on the ?
4 other side. I remember Gabbs, which was a city; being a |
5 topic of discussion around the same time. It went away
6 as a city. Okay, how does that affect things? I mean,
7 you want to identify as many things that you can that {
8§  could potentially happen to test how the formula would |
9 work becausé you don't want it to blow up because of |
10 something that you didn't foresee. ;
11 Q. And that's a good question, and maybe you can %
12 answer for me within this formula how that works. If %
13 you have a small city, rural norfhefn city that had a £
14 very low base because it wouldn't have had a lot of i
15 population and they discover super widgets and it 5
16 becomes the gold rush area and everybody shows up and :
17 all of a sudden it's the size of Las Vegas, is its base %
18 going to change based on that change in population and é
19 assessed value that is going to go with that j
20  significant -- %
21 A. Not automatically. . %
20 Q. Okay. How would it change? How would they }
23 get money to pay for all these additional services under %
24 the formula? i
25 A.‘ Well, under the strict -- again, ta.the best {
W:W0a8181ep0111ngcom ' 0ASIS REPORTING SRVICESLLC I{%ﬂ%%%}o
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1 of my recollection how the formula was originally i
2 designed to work, under a gituation like that, where it g
3 would be somethihg that would be completély almost -- 5
4 almost an unforeseeable type of thihé, but you're E
5 réising it, so.it obviously could be considered g
6 fqreseéabie, I suppose —- é
7 Q. Sure. i
8 A. -— the remedy would either be the appegl to |
9 the Department of Taxation or the ability to work out an
10 alternative distribution scenario with whatever county i
11 it happens to be domiciled within. ;
12 T suppose the third would be consideration of E
13  whether or not it should continue as a city as it was %
14 originally estéblished, | %
15 Q. What ao you mean? What would happen there? 1
16 A, If it went away as a_city; the county would ¥
17 pick up all of that responsibility. §
18 Q. ©Oh, okay. ?
19 A. Okay? I mean, Gabbs went away. So there is E
20 precedent for cities going away. That would be another i
21 alternative and then the throw-up-your-hands alternative E
22 whére our alternative is to go back to the legislature 5
23 and say, "Hey, we have a completely out of left field
24 situation here that we need to deal with. We clearly ;
25 need to deal with it." g
— T T “C%éNa%&ﬁf
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1 _ I mean, obviously you don't want to do %
é anythiﬁg that's contrary to economic growth and E
i
3 development. So you would have a fair foundation for i
4 making that argument, right? g
5 0. Right. Well, that's my point, and in looking i
6 at the objectives, and one of the objectives is to get é
7 revenues to areas that are increasing in population and %
| 8 vassessed value; and that's through the.excess, but.the |
9 excess 1s stagnant, and you have a place that is growing |
10. that clearly haé more éerviée ﬂeeds, the&'répnof going ?
11 to get an increase in their base, correct?
12 A. Correct. E
13 Q. lSo their alternative is to try to find money E
‘14. some other way, but it sounds like the only way to do g
15 that is either to unincorporate as a city, make sSome i
516 sort of agreement with the county, which we'd have to %
17 figure out why the county would want‘to give them some ;
18 more money, correct? ;
19 A. Correct. %
20 Q. Or go to the state legislature? é
21 A. Correct. ﬁ
22 Q. But within the formula itself, there is no E
23 mechariism for that situation.where you héve this growing ?
24 city to go and get an adjustment to thelr base? ;
25 A. Well, I mean, first of all, you're déaling- g
o esorigeom  OASIS RORTINGSERVICES, LLC 402474990
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1 with, you know, a finite amount of revenue that is going ;
2 to the county in which the.city is located. There's not g
3 a first-tiér increase t£at is going to accommodate both ?
4 of their wants and wishes, if you will. So, yeah, I é
5 think your point is well taken. I mean, again, you're é
6 dealing with whatéver revenue 1s coming in. é
7 Now, you would like to think, too, that E
8 this -- this hypethetical that you'wve put out there %
9 would generate more revenue and there would be more f
10 coming in on the first tier because of that. TheP it's é
11 a' matter of how things are.shared on the second tier, é
12 which I think is the issue that you're chasing.
13 Q. Right. But, again, if we get to the second %
14  tier, they're going to have to deal with the county in ?
15 order to get more monéy which means you're going to have E
16 the county agree to it somehow. 1
17 A. Either get the county to or go to the 5
18 legislature if the county won't, and we've seen_that in ;
19 the past. %
20 Q. That's what I was going to ask you. Do you g
21  know of situations where that happened? ;
22 A. Well, I know of situations where similar -- ?
23 whether or not they have the same merit I won't speak g
24 to. i
25 Q. Okay. ;
oo ORGSR e e
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1 A. The City of Henderson -- and I don't recall g
2  the year. I want to.say it Was;probably in the early 3
3  2000s -— felt that they should be getting more revenue, |
4 felt that they-were'érowing ﬁore, made an appeal to the
5 legislature and got an adjustment to their base. At
6 that particular point in time, the speaker of the
7 assembly happened to be from Henderson. Their chances j
8 were remarkably improved in winninglthat argument -- é
9 Q. I would agree. .5
10 A. ~—— with or without merit, and if's still é %
11 matter of great controversy among the local governments i
12 as to how all that_wag dorie. So: there was a winner, if i
13 you will. They‘had a base adjustment. |
14 The city of North Las Vegas today, I don't |
15 think it's any mystery to all of you that the city of i
16 North Las Vegas is facing some tremendous financial g
17 challenges. They've made appeals iﬁ at least the last ?
18 couple of Sessions that I'm aware of for more revenue on i
19 the second tier. ?
20 I won't Speak tg_Wha?.I believe is the wisdom E
21 or lack of wisdom of their strategy, but they were %
22  unsuccessful in getting that done, which is something ;
23 they are going to need to consider doing next session é
24 and the session after if tﬁey're not successful one of ?
25 these days, and theirs is completely rooted iﬁ the f
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1 "80-81 numbérs. The North Las Veéas problem, in my %
2 opinion; is largely rooted in the '80-81 numbefs, the %
3 way that affected them going inté this new millenninom ?
4 coupled with some spending decisions that had been made ?
5 within the city that aggraVatéd the problem. So they're E
6 in a similar situa£ion. | . é
§ The City of Reno has been a petitioner, if you E
8 will, for consideration of moré 6f Washoe County's money ?
9 to go over to them. ;
10 Q. And théy'fe petitioﬂing to the state é
11  legislature? ?
12 A. On Reno's case, I'm least familiar of all of i
13 these. E
14 Q. How about North Las Vegas? g
15 A. North Las Vegas I'm fairly familiar with. é
16 0. BAnd their petition then wasn't through the ?
17 C-Tax system. 1It's to the state legislature? i
18f A. To the state legislature. The legislature %
19 essentially remanded the issue back for local discussion %
20 before it got back to them. %
21 A grouping ©of lOGal»government'representatives i
29  from the county, the different cities and North Las ;
23 Vegas, there were phone calls and different alternatives %
24 being discussed. I've actually participated in a couple %
25 of those, being interested in the process; ana; again, é
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Page 70
North Las Vegas was asking for a substantial adjustment,
substantial adjustment.
Q0. To their base?
A. To theif.base, and they'Were-ﬁnsuccessful at
the level that they were requestihg. In fact, I'm not
sure they got any adjustment to.their base.

0. And you said that was rooted, at least

partially, in this 1981 statistiCs, and I think what

you're referring to is what we talked about before is
life changes over this 30-year, 35-year period?

A. Yes.

Q. So that whatever North Las Vegas was back
then, the money might have been fine, but time has gone
on, and North Las Vegas has changed both in population,
assessed value and services that they need to provide,
and that's causing some of the headache?

A. In large part, that's correct; and the other
thing I would add to that is there was a bit of an
anomaly in their numbers in '81 despite -- despite the
growth which certainly aggravated that problem, there
was an.anomaly which I could go into if you'd like.

Q. Yes, why don‘t you tell me what it is.

A. They had redueed -—- and this presupposes some

understanding of how the tax shift worked in 1981 —-- but

they had reduced, I believe, one of their property tax

el
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Page 73 %
1.  outcome of that would be. %
j
2 Q. What do you mean by that? i
3 A. If I choose at that point —-- again, whether %
4 this is Fernley or any other entity in the state, I know j
5 I have to —— to get an increased base, I have to go to ?
6 the Department of Taxation through the Committee on |
7 Local Government Finance and do all of my presentations
8 about why I warrant tﬁat. The outcome of that is
9 uncertain.
10 Q. Okay.
11 A. Or that, you know, failing that, I need to go |
12 to the legislature and get some other adjustment to my F
13 base, the outcome of which is uncertain. |
14 So in making the 'decision tovférm a new !
15 entity, there probably was recognition, I would think,
16 on their part that the outcome would be uncertain. ‘
17 0. Right, but weren't there requirements on newly g
18 incorporated entities in order to participate in the ;
19 ' system? %
|
20 A. There were. In fact, that was one of the j
21 other things that either was an objective or a guiding é
22 principle is that for a new enﬁity to be considered for é
23 distribution, it,had to perform =- I believe it listed ;
24 police; fire, roads and maybe parks and recreation. It E
25 had to perform two or more of those, as I recail, g
i
T e R — — "CdséN’df“GéSS'i
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services, which certainly Fernley would have been
eligible under as far as I understand.

Q. Well, and why -- why were those requirements

put on the newly incorporated néw entities as opposed to
any of the existing entities when thi$ formula was put
together?

A, Because there was —- and I do recall some of
this discussion. There was féar that an entity would
form that did no service, simply to grab revenue.

Q0. So if you were an existiné entity at the time
that the formula was instituted, those requirements
weren't put on you, but if you were a newly incorporated
entity that wanted to join the system, you had some
requirements that were'put on you.

A, True.

Q. So you were treated differently.

A. To an extent, you were treated differently,

and to say how differently, you would have to go back

arid look at all of the list of recipient entities and

what services they actually provided.

Q. Did you guys do that at the time when you were
instituting the formula?

A. We did, and that -- I believe that had

something to do with it being one or more Versus two or

more versus three or more of those services.
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1 Q. Okay. Di@ every'one of the 200 entities that %
2- received C-Tax when the formula was instituted have, for g
3 example, a police department? :
4 A. No. |
5 Q. Okay. So if the requirement after the C-Tax
6 was implemented on a new entity, that the requirement
7  was they had to have a police department, fhen that
3 would be something that was differént than what was
9 required of the existing entities when the formula was f
10 first started? é
11 A, Under that example, the answer would be yes, é
12 but I don't know that having a police depa;tment Qas.a i
13 .requirement. é
14 Q. Okay. %
15 A. One or more of that list of services ——'and T ;
16 wish T could recall it for you =-- f
17 Q. Right. ’
18 A, -- and, again, it was police, fire, roads, and g
|
19 I think it might have been parks was the fourth one —- g
20 if you did two or more of those, because there are g
21 entifies in the state that do not -- in Douglas County, %
22 again, you have some of the strangest cases of 5
23 single-purpose units of government that are only there §
24 for snow removal or read maintenance or szquito g
25 - abatement or what have you, and so, again, the feeling é
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) 1 was that it shouldn't be a single-purpose unit of 3
2 government. It should be a, for lack of a better term, é
3 real unit of government. é
4 Q. Right. Well, the -- and you would consider g
5 Fernley a real govermmient, right, what you just said? é
) A, Well, as a city. -I mean, I cannot tell you }
7  what services they perform directly or what services é
8 they contraét for today, but from what I understand, %
9 they're a real, you know, viable city. i
10 Q. Okay. And I will repreéent'to you that I |
11 think the statute the way it's currently written . E
12 requires a new entity to have a police department and :
13 then one of two of a category of services. Do you : {
14 regall that as being the final version of this? J
15 A. I don't. I don't. E
16 Q. Okay. Accepting that that's the way it is, ;
17 then the new entity is clearly being treated differentlf é
18 than the entities that existed at the time that the E
19 formula was instituted because now the new entity has %
20 got to have a police department where the other entities s
21 did not need to have that. ;
i

22 A. Under that case, that would seem correct. §
23 Q. Okay. Now, the first tier, how was the first %
24  tier determined? How did they figure out what the ;
25 counties were going to get? And I know tﬁere;$ a t
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difference between some that get-a —-

A, Guarantee.

Q. A guarantee as opposed to others. How did
that work? Why was that done that way, if you recall?

A. Yes., As someone who deals with things like
this all the time, there's only so much room in your
head for every piece of nuance.

Q. I understand.

A. But, again, this is my,recollection, that the
i? counties were to receive the aggregaté revenue from
those six revenues. So it was a matter of how it would
be apportioned among the 17, the first tier, and the
best of my recollection is that there was sort of a
default to the prior formulas on the first tier, that
largely poptilation with a proration of population was
used to determine how much would be County; A, B, C, D
and E.

The guarantee part did come in, and the way

the formula works subsequent to the establishing of the

‘bases is those counties —-- and there were a different

number of them that were the rural guarantees in the
initial year versus.today. I think a couple have been
added over the years because they met some test that we

put into all of the statutory language. Their amount is

o e SO

!
i
i
i
i
|
!

H
{
i
1
7

guaranteed and rolls up by,‘I believe, aVCPI féctor, and
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1 then the remainder of the revenue, once that's

2 detéimined, is apportioned among' the nonguarantee

3 counties largely based on population, and maybe some of
4 it is based on assessed value, too, but I think there's
5 a default to the way the sikx revenues were previously

6 distributed at the first tier. That's the best of my

7 recollection.

8 Q. Okay.
9 A. And that's something that I incideritally had

10 some issues with personally at fhe time. |
11 Q. Why? ’
12 A. Well, simply because -- and, again, because of

13 the revenue neutrality, you find yourself having to just

o

14 say, okay, despite my arguments, which I think are

15 pretty good, in order to achieve the outcome that's —-—

16 the objectives that have been designed here by the

17 legislative folks, I have to swallow the fact that the
18 population in Clark County in myropinion ~—~ since that |
19 doesn't ever represent the 2 to 300,000 other people ;
20 that are here on a given day -- is somgwhat understated, ;
21 and I think that ought to be considered. E
22 And when people are doing per-capita i
23 valuations of things inh Clark County -- you know, and |

24 this comes from me having worked at the county as |

< 25 well -~ I would argue with my counterparté atrfhe-city,
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1 (Whereupon, there was a discussion off the
2 record, ) » *
3 (Luncheon recess taken.)
4 BY MR. VELLIS:
5 Q. We took a lunch break. We're back on the
6 record. We'll try to get-you out of here as quickly as
7 possible.
8 We were kind of fdilowing up on the objectives
9 and what went on in getting the formula together, and
10 one of the things that you were mentioniﬁg to me was the |
11 reqﬁirements for new governments, and I wanted to show' f
12 you something, and I think this is the document you may
13 have been looking at.
14 MR. VELLIS: We'll mark this 1.
15 (Exhibit.1 was marked.) q
16 BY MR. VELLIS: '
17 Q. And this was attached to a ldrger report which é
18 was the —— it's the interim commiﬁtee, and I think if E
19 you turn to the third page -- and it's on youF j
20 letterhead, Hobbs, Ong & Associates, it;s dated March i
21 25, 1996, and it's entitled the Status Report to the f
22 Members of the Subcommittee to Study Laws Relating to é
23 tﬁe Distribution Among Local Governments of Revenue From i
.24 State and Local Taxes. 5
) 25 Wéa this the document you were iookiﬁg at last %
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1 night? :
2 A. Yes, actually it is. %
3 Q. The first paragraph I'm just going to read to é
4 you. It says, "This report is intended to summarize the E
5 significant findings thus far in the review of the é
6 distribution of revenues among local governments in the é
7  State of Nevada._'Ovef the course of the past several j
8 months, the 'SCR 40 subcommittéee has identified several g
9 issues for further study. To this point, considerable ;
iO research and analysis has been conducted on the various i
11 issues and options identified by the subcommittee. lThis %
12  research has led to the number and scope of issues being %
13 refined to those discussed in this report.” |
14 Is this the status report that you gave to the E
15 legislative committee after the work that we've been é
16 discussing that you were doing, all the analysis and the i
17 mathematical formulas and things of that nature? %
18 A. It was during the process, yes. g
19 0. -Okay. And let me have you turn to Page 3, At é
20 the top there is some bullet points, and the lést one }
Zi says, "That criteria and parameters be established for E
22 the creation of new units of local government and for E
23 the treatment of any new local governments and special é
24 districts in the distribution formula." %
25 That was one of the objectives of tﬁé é
' i
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committee? !
A. Yes. i

Q. Okay. Let me have you then turn to Page 4. %

It has your recommenddtions, correct?

A. Yes.

Q. And that's recommendations of the technical

committee? ' ' . ;
A. Yes,; they are.

Q. All right. And then turn to Page 6, and it's

"That statutory language be

and Number 8

Number 8, says,

developed that would establish criteria and procedures

for the creation of a new entity that would participate

The technical

in distributions from the.revenue pool.
committee believes that in order for a new local
government to be considered for participation in the

distribution of pooled revenues, it should be

established to provide two or more of the following

functions," and then it says colon, and the functions

are police protection, fire protection, road maintenance

and parks and recreation, correct?

A. Yes.
Q. And that's what you discussed earlier. Your

understanding was that the requirement for a new local

government to participate in the C-Tax revenues was that

they take on two of this list of categories, police !

o
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protection, fire protection, road maintenance and parks
and recreation?

‘ A. Yes.

0. And that was the recommendation of the
technical committee that was assigned to look at these
things from the state legislature?

A. Yes.

Q. Now, that got changed somehow where one of
these four items became preeminent. That's not
something your tecﬁnical committee did, correct?

| A, Correct.

Q. So somebody else made one of these more
important than the other three?

A. Yes.

0. Okay. And do you have any idea why one of
these would have been more important to a local entity
sharing in the revenue pool than any of the others?

A That I don't recall.

0. Okay. But as to how that got changed, do you
know? You don't have any idea?

A. 1In looking at the date on the front of this,
March —-- March 25, 1996, breSumably there was still

activity going on within the committee as a whole, and

so any of these issues could have evolved, and even

i

though these were recommendations for_things tq.be

|
|
f
|
l

|
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1 addressed within the legislation, they aren't the actual
2 drafting of the legislation itself which --
3 Q. Was done by legislators?
4 A. Which was done at the LCB at the request of
5 the committee presumably.
6 : Q. But these are the ;ecommendations of the

7 technical committee they thought were the best ways to

8  go?

9 A. Yes.
10 MR. VELLIS: Let me mark this one Number 2.
11 (Exhibit 2 was marked.)

12 BY MR. VELLIS:

13 0. Let me show you what's been marked as Exhibit
14 Number 2, and it's the Minutes of the Senate Committee
15 on Taxation, Seventieth Session, April 6, 1999. On the
16 front page, it has the committee members, staff members
17 present and others present. One is Guy S. Hobbs,

18 Lobbyist, Nevada Association of Counties. That's you,
19 correct?

20 A, Yes, it is.

21 Q. Let me have you turn to the next page, and
22  it's Bates Stamp Number 1178. The last paragraph

23 says -- and I quote —— "Mr, Hobbs stated this bill

24 suggested if population and assessed valuation figures

25 each declined over the coursé of three fiscal years, -
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