
Docket 66851   Document 2015-15487



Index to Joint Appendix 
City of Fernley v. State of Nevada et al., Case No. 66851    

 Volume 

Number

Document Filed By Date Bates 

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 

Disbursements
State of Nevada/Dept 

Taxation
10/09/15 4058-4177

7 Answer State of Nevada/Dept Tax/ 
Treasurer

02/01/13 1384-1389

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 
Support of its Motion for Summary Judgment

Nevada Legislature 07/25/14 3747-3768

21 Defendant's Opposition to Motion to Retax Costs 
and Reply to Opposition to Motion for Costs

State of Nevada/Dept 
Taxation

10/03/14 3863-3928

22 Defendant's Opposition to Motion to Retax Costs 
and Reply to Opposition to Motion for Costs 
(Cont.)

State of Nevada/Dept 
Taxation

10/03/14 3929-3947

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 Treasurer's Renewal of Motion to 
Dismiss

Nevada Legislature 05/06/14 1421-1423

21 Memorandum of Costs and Disbursements State of Nevada/Dept 
Taxation

09/19/14 3788-3793

21 Motion for Costs State of Nevada/Dept 
Taxation

09/19/14 3776-3788

12 Motion for Partial Reconsideration and 
Rehearing of the Court's June 6, 2014 Order

City of Fernley 06/18/14 2005-2045

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/ 

Treasurer
08/03/12 41-58

1 Motion to Intervene Nevada Legislature 08/03/12 18-40
21 Motion to Retax Costs and Opposition to Motion 

for Costs
City of Fernley 09/24/14 3794-3845

7 Nevada Department of Taxation and Nevada 
Treasurer's Renewal of Motion to Dismiss

State of Nevada/Dept Tax/ 
Treasurer

05/05/14 1414-1420

7 Nevada Department of Taxation and Nevada 
Treasurer's Reply to Response to Renewal of 
Motion to Dismiss

State of Nevada/Dept Tax/ 
Treasurer

05/23/14 1433-1437

12 Nevada Department of Taxation's Opposition to 
Plaintiff's Motion for Summary Judgment

State of Nevada/Dept 
Taxation

07/11/14 2053-2224

13 Nevada Department of Taxation's Opposition to 
Plaintiff's Motion for Summary Judgment (Cont.)

State of Nevada/Dept 
Taxation

07/11/14 2225-2353

1



Index to Joint Appendix 
City of Fernley v. State of Nevada et al., Case No. 66851    

 Volume 

Number

Document Filed By Date Bates 

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 

Taxation
10/17/14 4195-4204

7 Notice of Entry of Order Denying City of Fernley's 
Motion for Reconsideration of Order Dated 
November 13, 2012

State of Nevada/Dept Tax/ 
Treasurer

12/19/12 1364-1370

7 Notice of Entry of Order Granting A Continuance 
to Complete Discovery

City of Fernley 10/19/12 1344-1350

3 Notice of Entry of Order Granting Nevada 
Legislature's Motion to Intervene

Nevada Legislature 09/04/12 651-657

7 Notice of Entry of Order on Defendant's Motion 
for Extensions of Time to File Answer

State of Nevada/Dept Tax/ 
Treasurer

11/15/12 1354-1360

1 Notice of Non-Opposition to Legislature's Motion 
to Intervene

State of Nevada/Dept Tax/ 
Treasurer

08/06/12 59-61

2 Opposition to Motion to Dismiss and Motion for 
Continuance Pursuant to NRCP 56(F)

City of Fernley 08/20/12 331-441

3 Opposition to Motion to Dismiss and Motion for 
Continuance Pursuant to NRCP 56(F) (Cont.)

City of Fernley 08/20/12 442-625

2 Opposition to Motion to Nevada Legislature's 
Motion to Intervene

City of Fernley 08/20/12 324-330

13 Opposition to Nevada Department of Taxation 
and Nevada Treasurer's Renewal of Motion to 
Dismiss

City of Fernley 07/11/14 2354-2445

14 Opposition to Nevada Department of Taxation 
and Nevada Treasurer's Renewal of Motion to 
Dismiss (Cont.)

City of Fernley 07/11/14 2446-2665

15 Opposition to Nevada Department of Taxation 
and Nevada Treasurer's Renewal of Motion to 
Dismiss (Cont.)

City of Fernley 07/11/14 2666-2819

16 Opposition to Nevada Department of Taxation 
and Nevada Treasurer's Renewal of Motion to 
Dismiss (Cont.)

City of Fernley 07/11/14 2820-2851

17 Opposition to Nevada Department of Taxation 
and Nevada Treasurer's Renewal of Motion to 
Dismiss (Cont.)

City of Fernley 07/11/14 2852-2899

4 Opposition to Nevada Legislature's Joinder in 
Motion to Dismiss

City of Fernley 09/28/12 662-881

5 Opposition to Nevada Legislature's Joinder in 
Motion to Dismiss (Cont.)

City of Fernley 09/28/12 882-1101

6 Opposition to Nevada Legislature's Joinder in 
Motion to Dismiss (Cont.)

City of Fernley 09/28/12 1102-1316

17 Opposition to Nevada Legislature's Joinder in 
Nevada Department of Taxation and Nevada 
Treasurer's Renewal of Motion to Dismiss

City of Fernley 07/11/14 2900-2941

20 Opposition to Plaintiff's Motion for Partial 
Reconsideration and Rehearing of the Court's 
June 6, 2014 Order

Nevada Legislature 07/11/14 3586-3582

2



Index to Joint Appendix 
City of Fernley v. State of Nevada et al., Case No. 66851    

 Volume 

Number

Document Filed By Date Bates 

Stamp 

Number

12 Opposition to Plaintiff's Motion for Partial 
Reconsideration and Rehearing of the Court's 
June 6, 2014 Order and Countermotion for Order 
Dismissing Nevada Department of Taxation

State of Nevada/Dept Tax/ 
Treasurer

07/11/14 2049-2052

17 Opposition to Plaintiff's Motion for Summary 
Judgment

Nevada Legislature 07/11/14 2942-3071

18 Opposition to Plaintiff's Motion for Summary 
Judgment (Cont.)

Nevada Legislature 07/11/14 3072-3292

19 Opposition to Plaintiff's Motion for Summary 
Judgment (Cont.)

Nevada Legislature 07/11/14 3292-3512

20 Opposition to Plaintiff's Motion for Summary 
Judgment (Cont.)

Nevada Legislature 07/11/14 3515-3567

7 Order (Converting Motion to Dismiss to Motion 
for Summary Judgment, Setting Briefing 
Schedule and Dismissing Treasurer)

First Judicial District Court 06/06/14 1451-1457

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

7 Order Denying City of Fernley's Motion for 
Reconsideration of Order Dated November 13, 
2012

First Judicial District Court 12/17/12 1361-1363

7 Order Granting A Continuance to Complete 
Discovery

First Judicial District Court 10/15/12 1341-1343

7 Order Granting in Part and Denying in Part 
Petition for Writ of Mandamus

Nevada Supreme Court 01/25/13 1373-1377

23 Order Granting Nevada Department of 
Taxation's Motion for Costs

First Judicial District Court 10/15/14 4190-4194

3 Order Granting Nevada Legislature's Motion to 
Intervene

First Judicial District Court 08/30/12 648-650

7 Order on Defendant's Motion for Extensions of 
Time to File Answer

First Judicial District Court 11/13/12 1351-1353

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, 
Motion to Retax Costs

City of Fernley 10/14/14 4178-4189

21 Plaintiff's Objections to Nevada Legislature's 
Proposed Order and Request to Submit 
Proposed Order and Judgment

City of Fernley 10/02/14 3846-3862

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

7 Reply Concerning Joinder in Nevada Department 
of Taxation and Nevada Treasurer's Renewal of 
Motion to Dismiss

Nevada Legislature 05/27/14 1438-1450

7 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 
Reconsideration and Rehearing of the Court’s 
June 6, 2014 Order as to Defendant Nevada 
Legislature

City of Fernley 07/25/14 3709-3746

3



Index to Joint Appendix 
City of Fernley v. State of Nevada et al., Case No. 66851    

 Volume 

Number

Document Filed By Date Bates 

Stamp 

Number

20 Reply in Support of Plaintiff’s Motion for 
Summary Judgment Against Defendants Nevada 
Department of Taxation and Nevada Treasurer

City of Fernley 07/25/14 3674-3708

20 Reply in Support of Plaintiff's Motion for Partial 
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

City of Fernley 07/25/14 3641-3673

20 Reply in Support of Plaintiff's Motion for 
Summary Judgment Against Defendant Nevada 
Legislature

City of Fernley 07/25/14 3606-3640

21 Reply to Opposition to Countermotion for Order 
Dismissing Nevada Department of Taxation

State of Nevada/Dept 
Taxation

08/01/14 3769-3772

3 Reply to Opposition to Motion to Dismiss State of Nevada/Dept Tax/ 
Treasurer

08/27/12 636-647

20 Reply to Plaintiff's Opposition to Nevada 
Department of Taxation and Nevada Treasurer's 
Renewal of Motion to Dismiss

State of Nevada/Dept 
Taxation

07/25/14 3583-3605

7 Response to Nevada Department of Taxation 
and Nevada Treasurer's Renewal of Motion to 

City of Fernley 05/16/14 1424-1432

7 Second Stipulation and Order Regarding Change 
of Briefing Schedule

Parties/First Judicial 
District Court

03/17/14 1406-1409

7 Stipulation and Order for an Extension of Time to 
File Responses to Discovery Requests; Extend 
Certain Discovery Deadlines and Extend Time to 
File Dispositive Motions

Parties/First Judicial 
District Court

04/11/14 1410-1413

7 Stipulation and Order Regarding Change of 
Briefing Schedule and Plaintiff's Response to 
Defendant's Motion to Strike Plaintiff's Jury 
Demand

Parties/First Judicial 
District Court

02/19/14 1403-1405

12 Stipulation and Order Regarding Change of 
Briefing Schedule and Setting Hearing for Oral 
Argument

Parties/First Judicial 
District Court

06/25/14 2046-2048

7 Stipulation and Order Regarding Defendant's 
Motion to Strike Plaintiff's Jury Demand

Parties/First Judicial 
District Court

10/23/13 1400-1402

3 Stipulation and Order Regarding Joinder to 
Motion to Dismiss

Parties/First Judicial 
District Court

09/18/12 658-661

23 Transcript of Hearing Court Reporter 01/07/15 4213-4267
7 Writ of Mandamus Nevada Supreme Court 01/25/13 1371-1372

4



1 	A 	I think it was in 2000. That was part of our 

2 the discovery. 

3 	Q 	Okay. And what was the next one you can 

4 remember? 

	

5 	A 	City of Las Vegas. 

	

6 	Q 	Okay. 

	

7 	A 	Sorry. North Las Vegas. 

	

8 	Q 	And approximately when was that? 

	

9 	A 	I think that was during the 2005 session. 

	

10 	Q 	Okay. 

	

11 	A 	They may have asked twice. 

	

12 	Q 	Okay. And -- 

	

13 	A 	I know that they have asked twice. I recall 

14 they've asked twice. 

	

15 	Q 	Okay. And we'll go through them. I just wanted 

16 to see. What's the third one? 

	

17 	A 	City of Fernley. 

	

18 	Q 	Okay. And that was when? 

	

19 	A 	Well, the City of Fernley has asked multiple 

20 times in different ways. 

	

21 	Q 	Okay. Let's start with the City of Henderson in 

22 approximately 2000. What's your understanding of what the 

23 adjustment was that the City of Henderson was asking for? 

	

24 	A 	They received a one-time increase of $4 million 

25 to their base amount. They -- although they didn't object 
	 Cane No. 66851 
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1 get a change in their base. 

2 
	

A 	Yes, I have an understanding of that. 

3 
	

Okay. And what is your understanding? 

4 
	

A 	AS a newly formed local government, they need to 

5 apply, they need to ask. 

6 	Q 	Okay. That's it? 

	

7 	A 	There are other provisions in that statute. 

8 Taking on services is one of them. They have to take on 

9 Police or Fire and at least twO other services, Animal 

10 Control, Parks and Recreation. 

	

11 	Q 	Okay. And that's your understanding? 

	

12 	A 	Yes. 

	

13 	Q 	Okay. When I say "you," that's the Department 

14 of Taxation. That's your understanding? 

	

15 	A 	Yes. 

	

16 	Q 	Okay. When the original bases were set for 

17 local towns, cities, local governments, was there any 

18 requirement that any of them have these specific services 

19 that are now listed for newly formed governmental 

20 entities? 

	

21 	A 	I'm not aware that there were any. 

	

22 	Q 	Okay. So if I was a city that was participating 

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

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

25 requirement that I have a police department or a fire 

MOLEZZO REPORTERS - 775.322.3334 
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department or any of these other services that you listed, 

correct? 

A 	That's correct. 

Q 	Okay. It's only if I was a newly created local 

government entity that came after a certain date that I 

then had to have these to get a change in my base? 

A 	Correct. 

Okay.. And it's your testimony that Fernley did 

not make any kind of application to receive a change in 

their base under that statute that we've been talking to 

that requires Police, Fire, a couple other services? 

A 	That's correct. 

Q 	Okay. Did you or to your knowledge anybody at 

the Department of Taxation discuss why they did or did not 

make that claim or request? 

A 	That would be a question for Terry Rubald. 

Okay. So if I wanted to ask them about Fernley 

specifically back and forth with Fernley, that would be 

Terry Rubald? 

A 	Uh-huh. 

Q 	Yes? 

A 	Yes. 

Q 	Okay. And in that statute that requires that, 

do you have an understanding, speaking on behalf of the 

Department of Taxation, why that requirement was catp144. 
	 2b1t5  
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1 for newly formed governments? 

2 
	

A 	No. 

3 	Q 	Okay. Is there also a time limitation that they 

4 have within which to request that base change while having 

5 these services that you listed in that code section? 

6 	A 	I don't know if the time frame is associated 

7 with the services, but there is a time frame associated 

8 with the newly formed local government. 

	

9 	Q 	Okay. And what is that? 

	

10 	A 	I'm not absolutely certain. 

	

11 	Q 	Okay. If I told you one year, does that sound 

12 about right? 

	

13 	A 	It's about one year. 

	

14 	Q 	Okay. And do you know why there is a limitation 

15 of one year period of time for a newly formed government 

16 to apply for a change to a previous base under that code 

17 section? 

	

18 	A 	No. 

	

19 	 MS. NICHOLS: Objection. Calls for speculation. 

20 BY MR. VELLIS: 

I don't want you to speculate. 

A 	No. 

Do you have an understanding? 

A 	No. I don't know why. 

All right. Do you know if anybody at tpsfiNn 66xsi  
MOLEZZO REPORTERS - 775.322.3334 	.TA 	261§6- 
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1 	Q 	Okay. But he did at that time? 

2 	A 	Yes. 

-3 	Q 	Okay. And tell me what the discussions were. 

	

4 	A 	I believe the first meeting was just more 

5 informational. They made a lot of inquiries about how can 

6 we get this done. There was an assumption on their part 

7 that the Department of Taxation had the authority -- had 

8 discretion in how the base amounts were determined and so, 

9 • therefore, they wanted the director to change their base 

10 because they assumed he had authority to do that. 

	

11 	Q 	Okay. Anything else you recall? 

	

12 	A 	I recall that they -- they brought some -- I 

13 don't remember if it was handouts, but they had 

14 information. They had per capita distributions of C-Tax 

15 for different cities in Nevada. 

	

16 	Q 	Okay. 

	

17 	A 	They had a list of cities in Nevada by 

18 population and compared Fernley's distribution with 

19 similar-sized cities. 

	

20 	Q 	The information they provided you about the 

21 C-Tax distribution to Fernley and cities with similar 

22 populations, do you recall any of that information? 

	

23 	A 	Just that it was presented. 

	

24 	Q 	Do you remember any of the numbers? 

	

25 	A 	No. 	 Case No. 66851 
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1 	Q 	Okay. 

2 	A 	I don't recall comparing other cities' growth 

3 rates. 

	

4 	Q 	And based on that conversation, did you go back 

5 and look then to see whether or not there was a change in 

6 the growth rates for the city of Fernley as opposed to 

7 these other cities? 

	

8 	A 	I don't recall doing that. 

	

9 	Q 	Okay. Did you ever go back and look to see if 

10 there was any change to the assessed values for the 

11 property of these other cities that were similar in size 

12 to Fernley and the assessed values at Fernley? 

	

13 	A 	I review assessed valuations many tines 

14 throughout the years, so no, I don't remember specifically 

15 going back and comparing that. 

	

16 	Q 	I'm asking you based on Fernley's complaint did 

17 it pop into your mind and you said to yourself this 

18 doesn't sound right? 

	

19 	A 	No. 

	

20 	Q 	Okay. So as far as you were concerned, the fact 

21 that Fernley was receiving a C-Tax distribution that was 

22 far less than cities of similar size, that was okay? 

	

23 	A 	It was according to statute. 

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

25 it was okay with you? 	 Case No. 66851 
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1 	A 	I don't have -- 

2 	Q 	And by that I mean you, the Department of 

3 Taxation. 

	

4 	A 	We don't have an opinion on that. 

	

5 
	

Q 	Okay. So if the Department of Taxation saw that 

6 some taxpayer, regardless, was being treated unfairly 

7 during the tax system, that wouldn't matter to you, just 

8 keep going on? 

	

9 
	

MS. NICHOLS: Objection. Calls for speculation. 

	

10 
	

THE WITNESS: Can you restate the question? 

11 BY MR. VELLIS: 

	

12 
	

Yes. If you see a taxpayer, a tax-paying entity 

13 like the City of Fernley who pays into the system, who 

14 meets the qualifications similar to other populations for 

15 assessed value and whatnot and receives tax dollars back 

16 that are significantly less, that just doesn't matter. 

17 You don't do something in your mind and say this doesn't 

18 seem to be fair? 
a 

	

19 	 MS. NICHOLS: ObjectiOn. Assumes facts and 

20 calls for speculation. 

	

21 	 THE WITNESS: There are so many factual problems 

22 with the question that you just asked me that I can't 

23 answer it. 

24 BY MR. VELLIS: 

	

25 	Q 	Tell me all the factual problems that are wrong 
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1 	A 	Yes. 

2 	Q 	And the Department of Taxation wants to make 

3 sure that all its taxpayers are being treated fairly, 

4 doesn't it? 

	

5 	A 	It's part of our -- yeah, that's part of our 

6 rules for taxpayers. 

	

7 	Q 	Okay. And if I'm a taxpayer in the city of 

8 Fernley and the City of Fernley is not getting an equal 

9 share of C-Tax that will help me because it will provide 

10 services and pay for services in my city, is that taxpayer 

11 being treated fairly by the Department of Taxation, in 

12 your mind? 

	

13 	 MS. NICHOLS: Objection. Assumes facts and 

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

15 Fernley is thinking. 

16 BY MR. VELLIS: 

	

17 	Q 	I didn't ask that. I asked, Would that person 

18 be considered to be treated fairly by the Department of 

19 Taxation? 

	

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

	

21 	Q 	So, although it's their goal to make sure 

22 taxpayers are treated fairly, in this particular instance 

23 if the taxpayers who are paying into the system in the 

24 city of Fernley are not getting that money back through 

25 C-Tax, the Department doesn't have a position oncVAV 06851  
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(. 1 	 MS. NICHOLS: Objection. Assumes facts, 

2 misstates her prior testimony, calls for speculation and 

3 is also argumentative. 

	

4 	 THE WITNESS: The Department doesn't have a 

5 position on that. 

	

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

7 lunch? 

	

8 	 MS. NICHOLS: Sure. 

	

9 	 (Whereupon, lunch recess was taken at 12:14 

10 p.m.) 

	

11 	 -o0o- 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

	

25 	 Case No. 66851. 
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1 	A 	I don't know. 

2 	Q 	Okay. And the Fernley matter, you talked about 

3 the first meeting sometime in 2009, 2010 and you said 

4 there was, from what you recall, three or more. 

	

5 	 Do you remember the second one, when it was? 

6 

7 

8 

9 

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

11 Evangelatos was there. Mel Drown -- like a drowning 

12 man -- Mel Drown. 

	

13 	Q 	Who is Mel Drown? 

	

14 	A 	He's for Fernley. - 

	

15 	Q 	Okay. 

	

16 	A 	And then myself, Tom Gransbery, Penny Hampton. 

17 I don't remember whether Terry Rubald attended that one. 

	

18 	Q 	. Okay. 

	

19 	A 	I think she did. And there was somebody else 

20 there -- oh, my supervisor at the time, Carolyn Mlsumi, 

21 M-i-s-u-m-i. 

22 	Q 	And you all were the representatives of the 

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

24 your understanding, that Fernley was meeting with you, the 

25 Department of Taxation? 	 Case No. 66851 

MOLEZZO REPORTERS - 775.322.3334 
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first one. 

Q 	Okay. Who was in attendance at that meeting? 

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



1 	A 	They still thought that we had some 

2 discretionary power to change their CTX distribution. 

3 
	

Okay. 

	

4 
	

A 	And we had taken some numbers that they had 

5 provided at the previous meeting and we crunched them a 

6 few different ways, did some different scenarios. I don't 

7 remember all'what it was but we did some scenarios with 

8 those numbers and then we discussed it. 

	

9 	Q 	Okay. And what was the purpose of doing the 

10 crunching of the numbers and the different scenarios? 

	

11 	A 	I'm not positive. I think that we ran -- that I 

12 ran CTX scenarios with different -- their different base 

13 amounts to see what the distribution -- how the 

14 distribution would change within the county. I recall 

15 doing that but I don't remember if it was before or after 

16 that second meeting. 

	

17 	Q 	Okay. And did anybody else in the Department of 

18 Taxation do anything in relation to that first or second 

19 meeting with Fernley other than what you've discussed? 

	

20 	A 	Well, Tom Gransbery and Penny Hampton and Terry 

21 Rubald may have been dealing with other local government 

22 issues. 

23 	Q 	Okay. 

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

25 did. 
Case 	N .68S1 
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Okay. 

A 	Probably were going over the scenarios again. 

Okay. 

A 	Most of those meetings were just discussing the 

different population numbers and if we do this, then how 

6 does it affect that, and so I would take the scenarios and 

7 go back and run the numbers. 

8 	Q 	And you can tell me, was the Department trying 

9 to find a way that the City of Fernley would have a larger 

10 base on different scenarios? 

	

11 	A 	No. 

	

12 	Q 	Okay. Then I'm having trouble understanding 

13 what was the scenario showing, that there was no way to 

14 have a larger base? 

	

15 	A 	No. Fernley had provided numbers to us. If we 

16 increased our base to this amount, what would happen to 

17 the rest of the county. Does it depend on our growth in 

18 assessed valuation and population? They provided numbers 

19 that we analyzed. 

	

20 	Q 	Okay. 

	

21 	A 	It's not that we were looking for potential 

22 solutions. We were just, you know, giving them the backup 

23 that they needed. 

	

24 	Q 	Okay. You mentioned something. If you have a 

25 new government that's coming in like Fernley tha ,5 159-uAgs 
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1 some sort of either a new base or a change in the base 

2 that they had previously, is how it affects the rest of 

3 the entities within the county an important consideration? 
4 
	

A 	Yes, it is. 

5 
	

Explain that to me. 

6 
	

A 	The bucket of money is only so big. We can't 

7 grow it. So if one entity gets more within a county, 

8 other entities may receive less. 

	

9 	Q 	Okay. 

	

10 	A 	And it depends how the change would be 

11 structured. 

12 

13 

14 away from anybody. We just augmented their base by $4 

15 million because they had plenty of excess to cover that. 

	

16 
	

Okay. 

	

17 	A 
	

So we didn't take money away from the county or 

18 Las Vegas or anybody else, Mesquite. It just expanded 

19 their base by $4 million. That, however, changes the 

20 proportions of the amount of base that's received among 

21 the other entities. 

	

22 	Q 	Okay. And I'll go over that in a second, but 

23 let me ask this question first: So where does the $4 

24 million come from that you gave to Henderson to increase 

25 their base? 
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What do you mean? 

A 	In the case of Henderson, we didn't take money 



1 	A 	They already -- the county already had it. It 

2 was already in their bucket. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q 	Okay. But it was part of the excess? 

A 	Yes, it was part of the excess. 

Q 	Now, what if the next year, though, they don't 

get an excess equal to that 4 million, does that change 

the base of Henderson? 

A 	No. 

Q 	So when Henderson got the four million, that was 

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

time? 

A 	Yes. 

Q 	Are there years where there's no excess? 

A 	Yes. 

Q 	So if the next year there was no excess, there 

would be no excess in the bucket for Clark County. What 

would happen then? Would Clark County be $4 million 

short? 

A 	It's not that simple. 

Q 	Explain to me what it is, then. 

A 	If there's no excess but there's enough for all 

of the base amounts, all the entities would have received 

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

	

available than the total base amount, the 	

proportion of what's in the bucket based on the proportion 

MOLEZZO REPORTERS - 775.322.3334 Case No. 66-n17 
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1 that you can give me today, correct? 

2 
	

A 	I can't give them to you today. 

3 
	

Okay. So, clearly, you're not the person most 

4 knowledgeable on that particular subject, correct? 

5 	A 	Correct. 

6 	Q 	Okay. We were talking about adjustments to the 

7 C-Tax distributions to different levels of government. If 

8 a particular government, local government, for example, 

9 stopped providing a particular service, would there then 

10 be a decrease in their baseline in the following year? 

11 	A 	Not automatically. 

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

13 	A 	Well, if they discontinue providing a service, a 

14 necessary service, they may just be contracting it out. 

15 	Q 	Okay. 

16 	A 	There's no automatic mechanism to monitor what 

17 services are provided -- 

Q Okay. 

	

A 	-- and the amount of the base distribution. 

Q All right. 

	

A 	They're not related. 

Q So if they have the service and they contract it 

out, then their base may stay the same? 

	

A 	Yes. 

Q And if they don't contract it, the -1 f Y 41§St No. 66851  
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1 discontinue some service, how would that affect their 

2 base, if at all? 

3 	A 	It doesn't. 

4 	Q 	Not at all? 

5 
	

A 	No. 

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

7 police department and I decide not to do that anymore and 

8 I'm not contracting with the county because I think the 

9 county has to be out there anyway, does that affect my 

10 baseline? 

11 	A 	No, it does not. 

12 	Q 	Okay. Are you familiar with the 366.90 that 

13 provides for the decrease in C-Tax allocations? 

14 	A 	I'm familiar with it. Would you mind reading it 

15 to me? 

16 	Q 	I don't know if I'm reading it off yOur thing, 

17 just your -- somebody's presentation. I think this is 

18 .actually the state legislature's presentation, the fiscal 

19 analysis division. 

20 	 It says, "The population and assessed value for 

21 a local government or special district in a county is 

22 decreased each of the three fiscal years preceding the 

23 current fiscal year. The Department of Taxation is 

24 

25 

required to review the base annual allocation amount, 

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

2 	A 	Yes, I'm familiar with that. 

3 	Q 	Okay. And has that ever happened? 

4 	A 	I do those calculations yearly at February 15th 

5 with the revenue projections. I send a memo to our 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

director. I'm not aware that it has happened for three 

consecutive years. I don't remember ever putting an 

entity name's in that memo. I can certainly, you know, 

refer to my materials back at the office, if you want to 

request that, but my recollection is that that hasn't 

happened. 

Q 	What materials are you talking about back at 

your office? 

A 	The review that I do every year, the memo that I 

send to the director. 

But as you sit here today on behalf of the 

Department of Taxation, you do not recall a situation 

where there was a decrease in the revenue to a C-Tax 

participant based on that statute? 

A 	No, I don't recall. 

Okay. Do you know as the person most 

knowledgable if the Department of Taxation, since the time 

of the enactment of the C-Tax up until today, has provided 

ahy kind of investigative materials or studies or reports 

or information to the legislature about C-Tax and the 

MOLEZZO REPORTERS - 775.322.3334 	JA 26280 



1 calculated based on a five-year average percentage change 

2 in assessed valuation added to a five-year average 

3 percentage of change in population. That number -- this 

4 is a really complicated question that you're asking me. 

5 	Q 	Good. I finally asked one. 

6 	A 	But that's basically the factor that is used to 

7 generate that calculation. I don't know that I can recall 

8 the entire thing without having it in front of me. 

9 	Q 	Okay. But in any case, assessed value and 

10 population growth are factors in how the excess is 

11 distributed? 

	

12 	A 	Yes. 

	

13 	Q 	Okay. And the reason I'm asking the question is 

14 because I'm trying to figure out in relation to a base 

15 amount, when you set the base, is population and assessed 

16 value considered in setting the base originally for the 

17 local governments, local towns and cities? 

	

18 	 MS. NICHOLS: Objection. Assumes facts. The 

19 Department doesn't set the base. 

20 BY MR. VELLIS: 

	

21 	Q 	Do you know what went into it? 

	

22 	A 	It's my understanding that population and 

23 assessed value are not considered. 

	

24 	Q 	Okay. And as the Department, do you have any 

25 understanding of why that was not considered for the base 
	G4g4-14-8,448-54-1 
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1 but is for the excess? 

2 	 MS. NICHOLS: Objection. Calls for speculation. 

3 BY MR. VELLIS: 

4 
	

Just your understanding. 

5 
	

A 	I don't know. 

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

A 	I don't know why. 

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. 

Q 	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: 

When you discussed it with Fernley and you 

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

MOLEZZO REPORTERS - 775.322.3334 
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6 

7 don't guess. Okay? 

8 

9 

10 

11 

12. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 Department have an understanding about how ern ey arrive 

25 at the base amount that they had? 



1 	A 	Fernley didn't arrive at the base amount that 

2 they had. 

3 	Q 	That was a bad question. You're right. 

	

4 	 What I'm trying to ask you is as the Department 

5 when you look at -- when Fernley comes and talks to you 

6 and shows you their base, do you know how Fernley's base 

7 was originally set? 

	

8 	A 	It was set by the SB-254 committee. 

	

9 
	

Q 	So it wasn't by you guys, the Department of 

10 Taxation? 

	

11 
	

A 	No. 

	

12 
	

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

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

	

14 	A 	Yes. 

	

15 	Q 	You do? Tell me what you know. 

	

16 	A 	They looked at the previous revenue sources and 

17 tried to maintain revenue neutrality. 

	

18 	Q 	Okay. • Did at any time, as you're going through 

19 your analysis, see Fernley's base and the base of any 

20 other city as -- did the Department of Taxation have any 

21 feeling that that looked like it was significantly off 

22 compared to comparable cities? 

23 	 MS. NICHOLS: Objection. Assumes facts and 

24 calls for speculation. 

25 
Gfts-e-44-66-854- 1  
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1 BY MR. VELLIS: 

2 	Q 	I'm just asking as the Department, did you ever 

3 look and say that one looks completely different? 

4 	A 	No, we didn't. 

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

6 	A 	I look at each and every number to make sure 

7 that it's mathematically and statutorily correct. 

	

8 	Q 	Okay. And that's good. So that's the way you 

9 look at it. But as to comparison with other similar 

10 cities, localities with populations and assessed value, 

11 that's not something you're concerned with? 

	

12 	A 	No, I'm not. 

	

13 	Q 	"You" being the Department? 

	

14 	A 	No. 

	

15 	Q 	Okay. Does the Department have any 

16 understanding about who would look at something like that 

17 if it seemed to be disproportionate? 

	

18 	A 	I don't know that there's a provision in the 

19 statute. When local governments have questions about 

20 their distributions, they call the Department to get 

21 clarification. 

	

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

23 the formula sets out in the numbers, right? 

24 	A 	Yes. 

25 
	

Q 	Okay. If they called for clarification and 
Case No. 648A51 
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1 somebody calls up saying gee, my number was completely 

2 different and lower than somebody else's, what does the 

3 Department do with a complaint like that? Do they send 

4 them on somewhere else or does it just dead-end right 

5 there? 

6 	A 	That's something that would come through Local 

7 Government Finance and Terry Rubald's group. I wouldn't 

8 be involved in that. 

	

9 
	

MS. NICHOLS: If we could be off the record for 

10 just a minute. 

	

11 
	

(Discussion off record.) 

12 BY MR. VELLIS: 

	

13 
	

As the Department of Taxation, do you know what 

14 sources local governments use to finance their services 

15 and their operations? 

	

16 
	

A 	I have some knowledge of that. Terry Rubald's 

17 group works with local government budgets. 

	

18 
	

All right. So if I wanted to ask questions 

19 about how local governments finance what they're doing, 

20 their services, I should ask Terry Rubald? 

	

21 
	

A 	Yes. 

	

22 
	

Okay. When the local governments -- I'll stick 

23 with those -- have their base amounts set, that was set 

24 not by the Department of Taxation. Correct? 

	

25 
	

A 	Correct. 
ca,s4.49,44454-1  
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A 	No, I don't know. 

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. 

The original base was set. That's your original 

base. That goes on in perpetuity, correct? 

A 	Yes. 

And that's a pretty important number when you 

first get it, isn't it? 

A 	Yes. 

Q 	And it's going to go on that way for eternity 

unless it changes, correct? 

MOLEZZO REPORTERS - 775.322.3334 
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1 	Q 	It was set by? 

2 	A 	The SB-254 Committee, the Committee on Local 

3 Government Finance. 

4 	Q 	And did the Department of Taxation have any 

5 input on those bases that were originally set? 

6 	A 	I don't know. 

7 	Q 	Okay. Do you have any understanding about how 

8 that was done and what the negotiation was about how much 

9 the base was for particular cities? 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 	California, and we were researching options for the 

2 	state. 

3 
	

Q. Okay. 

4 
	

A. All very glamorous work. 

5 
	

Q. Beauty is in the eyes of the beholder, I 

6 	guess. 

7 
	

A. Yes, I suppose. 

8 
	

Q. Now, what was your actual position? What were 

9 	you called? 

10 

11 

12 

13 

14 

15 	that. 

16 

17 

18 

19 

A. At? 

Q. At UNLV during this period, '78 to '80. 

A. Research associate. 

Q. Okay. 

A. Senior research associate, something like 

Q. Okay. And then after that, where did you go? 

A. 1980 to Clark County. 

Q. And what did you do for Clark County? 

A. At the very beginning, it was a management 

20 budget analyst position which moved fairly quickly into 

21 a senior budget analyst position and then moved to 

22 director of budget and financial planning within a 

23 	couple of years. 

24 
	

Q. Okay. 

25 	A. And then within about another year to chief 

www.oasisreporting.com  OASIS REPORTING SERVICES, LLC ,TA 702-M11600 
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1 	financial officer, which was a combination of 

	

2 	comptroller and director of budget and finance, and I 

3 was with Clark County through December 31, 1995. 

	

4 	Q. Okay. 'So from 1980 until 1995, you started as 

	

5 	a budget analyst. What did the budget analyst do? 

	

6 
	

A. Oh, at that time, we had assigned 

	

.7 	responsibilities for various departments. Each 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 those. I think there were 

11 all of three budget analysts in Clark County at that 

	

12 	time. 

	

13 
	

Q. Okay. 

	

14 	A. That work didn't change that much through the 

	

15 	senior 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.' 

	

19 	Q. And then chief financial officer, explain to 

20 me basically what you did there, if you can. 

	

21 	A. Well, having overall responsibility, for the 

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 receivable, 
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1 	accounts payable, financial planning, debt and capital 

2 'administration, again continuing the glamour. 

	

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

	

4 	A. At the end of 1995, so January of '96, I left 

5 Clark County and formed the cOmpany that I'm now still 

	

6 	with, Hobbs, Ong, O-n-g, .(& Associates. 

	

7 
	

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

	

8 
	

A. We specialize in pubiic'finance issues which 

	

9 	can be best described -- I'm asked this all the time, 

	

10 	and I have quite a difficulty with it. 

	

11 
	

Q. You're under oath now, though. 

	

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

	

13 	any difference. 

	

14 	 A big part of what we do is we're involved 

15 with the capital planning and debt structuring, debt 

16 issuance for a number of clients throughout the State of 

	

17 	Nevada., 

	

18 	 Do you want client examples or more 

	

19 	definition? 

	

20 	Q. Yes, if you can, definitions and client 

	

21 	examples would be great. 

	

22 	A. If an entity needs to finance a capital 

	

23 	project, they will consult with us, "How do we go about 

	

24 	doing that?" Obviously, it takes revenue to leverage 

25 	the revenue. Sometimes they have the revenue. 
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1 	to the extent that there are people who are on one side 

	

2 	of an issue or another and the numbers favored one side 

	

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 

	

5 	necessarily to advOcate on one party's part versus 

another party's part, and in the years since, even 

	

7 	though I have a lot of respect for those who spend time 

lobbying, as technical types 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 the county, who or what 

	

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 kind of an interesting evolution after 

	

15 	Clark County. Before I left Clark County -- and I think 

	

16 	this goes to the heart of things that you're interested 

	

17 	in -- 

	

18 	Q. Okay. 

	

19 	A. -- there was a committee, and I wish I could 

20 remember all of the dates and the name or the number of 

	

21 	the legislation. For some reason SB or SCR 40 sticks in 

22 my mind, but Senator O'Connell had a group put together 

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 legislature. 
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1 	 I was on the technical committee and shared 

2 the technical committee for at least two or 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. So I continued that 

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

9 	Q. 

10 	using the 

11 	explained 

Okay. And I understand that, and when we're 

term lobbying, I understand how you've 

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? 

14 	A. The only entity that I can remember paying 

15 	us -- this is to the best of my recollection -- 

16 	Q. Sure, absolutely. 

17 	A. -- since this has been a number of years ago, 

18 	the City of Henderson provided a small monthly stipend 

19 	during -- it might have been the T97  session, 

20 	Ostensibly that was to provide technical support to the 

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. 
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1 
	

It was all formulaic, and I suppose one of the 

2 other questions you have to ask yourself is how current 

	

3 	are any of those mechanics with the needs of the .time. 

	

4 
	

Q. And that's what you were asking back then? 

	

5 
	

A. Those were the kinds of questions that those 

6 of us that dealt with administering 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 technical committee? 

	

11 
	

A. Specifically 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 

16 is she likely had something to do with my taking a 

	

17 	coordinating role with the technical working group. 

	

18 	Q. Who else was on that, and what did you call 

19 it, technical group or advisory group, or was there more 

20 than one group or -- 

	

21 	A. There was a legislative committee, and we were 

22 the technical committee in support of the legislative 

	

23 	committee. 

	

24 	Q. And who was on that technical committee, if 

	

25 	you recall, or as best you can recall, I should say. 

6rgn 
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1 	. A. As best I can recall. Well, I mean, the 

	

2 	normal cast of characters. Marvin Leavitt, who is 

	

3 	somebody I had a lot of discussions with these things 

	

4 	about throughout the years. 

	

5 
	

Q. Okay. 

	

6 
	

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

	

7 	County School District, another person whose knowledge ,  

	

8 	in these areas, particularly from the school district 

	

9 	side, is second to none. Some northern people. Mary 

	

10 	Walker. 

	

11 	Q. Who is Mary Walker? 

	

12 	A. Mary at that time would have been CFO for 

	

13 	Carson City. 

	

14 	 Terri Thomas, who I believe was CFO for the 

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

	

16 	others. 

	

17 	Q. Okay. 

	

18 	A. John Sherman, I believe. John was the CFO for 

19 Washoe County, and while there may have been people 

20 whose names were formally a part of the committee, the 

	

21 	committee was never closed to any of the other CFO or 

	

22 	those types who wanted to have involvement in it. 

	

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

	

24 	committee? 

	

25 	A. I was the chair of that committee. My only 
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1 	question in my mind is, I know .  I was chair, but I'm not 

	

2 	sure which of the three or so sessions I acted as chair. 

	

3 	I believe I acted as chair for two of the three 

	

4 	sessions. 

	

5 	Q. Okay. And Who took over from you in the other 

	

6 	session? 

	

7 	A. I believe after I was done with it -- and I'm 

	

8 	not sure what this says -- they didn't renew the 

	

9 	committee, it being expensive to have such. I'd like to 

	

10 	think that's the reason. 

	

11 	Q. You said it went through three sessions. So 

	

12 	from what period of time? Do you know? 

	

13 	A. I'm thinking it was probably '95 through 

	

14 	'99ish, and, again, that's speculation on my part. 

	

15 
	

Q. It's approximate? 

	

16 	A. Yes, approximate. 

	

17 
	

Q. All right. And what were -- what were the 

	

18 	direction to the technical committee from the 

19 legislative committee as to what they wanted you to do? 

	

20 	A. They wanted us to look at revenue distribution 

	

21 	issues between and among local governments. That was 

	

22 	largely the charge. So that would have included 

23 property tax issues, which I do remember spending time 

	

24 	on, the sales tax, the SCCRT, supplemental City/County 

	

25 	relief tax, basic City/County relief tax issues and- 
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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 

	

4 	the -- and the C-Tax consolidated -H.x 	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 recommendations as 

	

8 	technical committee regarding these other taxes, 

	

9 	property taxes, gasoline taxes, anything like that, 

10 other than the C-Tax to the legislative committee? 

	

11 	A. We likely did. As a part of the '97 session, 

	

12 	the focus was really on what -- the genesis of the 

	

13 	C-Tax, if you will. In '95 and '90 	whenever else we 

14 had -- I remember one particular -- one particular 

	

15 	interim was dominated by discussion of fuel tax 

16 distribution, motor vehicle fuel tax distribution, and I 

17 believe there were some recommendations made on that as 

18 well that was completely unrelated to the C-Tax, but 

19 	that's a considerably difficult topic in and of itself 

20 	and remains such today. 

21 	Q. Well, let's just focus in on the C-Tax, and 

22 	you . used the term genesis of the C7Tax, and so that's 

23 	kind of where I want to start is the genesis. 

24 	 How did the C-Tax get built, get put together 

25 by the technical committee? Can you trace it for me? 
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1 	A. Well, this is going to be all to the best of 

2 my recollection -- 

	

3 	Q. Absolutely. The whole deposition is to the 

	

4 	best of your recollection. 

	

5 
	

A. -- of 1996. So 'let's see. A number of us, 

	

6 	and certainly myself included, felt that, again, the 

7 various methods that were being used to deliver these 

	

8 	revenues needed another look. Whether those actually 

	

9 	channeled revenues fairly from one local government to 

	

10 	another or that sort of thing was very much on people's 

	

11 	minds. 

	

12 	 And one of the other things that was 

13 particularly on my mind was the fact that the little 

	

14 	skirmishes that would arise from time to time between 

	

15 	entities -- and down here in Clark County I can give you 

	

16 	perfect examples. 

	

17 	 The City of Las Vegas would be pushing for, 

	

18 	you know, something, you know, perhaps related to 

	

19 	annexation, which always had to do with more revenue. 

	

20 	Clark County might push back and say. "Well, you guys 

	

21 	are receiving all the cigarette and liquor and basically 

	

22 	the City/County relief tax. We receive none of that, 

	

23 	and that's not fair." And then the fight would break 

	

24 	out, and it seemed to me it was sort of silly and 

	

25 	counterproductive for those fights to break out over the 
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1 	same things over and over and over again. 

2 
	

And so that Coming up with a uniform method of 

	

3 	distributing similar types of excise tax revenues would 

	

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 with 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 counties? What 
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1 	then do you do with the revenues once they're allocated 

	

2 	to the 17 counties, to the various local governments and 

	

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 tha 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 

	

9 	details took a considerable amount of time. 

	

10 	Q. Okay. 

	

11 	A. I mean, I can give you another example of 

	

12 	something that is sort of peculiar that strikes out. 

	

13 	Q. Sure. 

	

14 	A. You know, down in Clark County, we're 

	

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, and even people that live down 

	

18 	here rarely know when they're . in a city versus an 

19 unincorporated area, but it's a very fundamental thing 

	

20 	for revenue distribution. 

	

21 	 In Douglas County, I don't believe they have 

22 very many unincorporated towns, but they probably have 

23 two-thirds of what I would call general improvement 

	

24 	districts or special districts that exist in the entire 

	

25 	state. It's a completely different makeup in Douglas 
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1 County of how they go about delivering services and the 

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. 

	

6 
	

Q. Right. 

	

7 
	

A. And there are a gazillion other weird examples 

	

8 	of things that, "Really, that exists?" 

	

9 	 And one of the -- one of the big questions 

	

10 	again, you know, once you start working through 

	

11 	identifying all of the different variations that you 

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? 

	

16 	 Now, this is something that's driven as much 

	

17 	or more by the legislative folks than the technical 

	

18 	folks who are sitting there putting together fascinating 

	

19 	spreadsheets from week to week. Now you need to go get 

	

20 	some policy direction from those folks. 

	

21 	Q. And did you do that?. 

	

22 	A. Yes, and one of the approaches I generally 

	

23 	take with this kind of thing, because I've done this a 

	

24 	few times in my career, is before we just start running 

25 numbers willy-nilly, which is extremely time consuming, 
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1 	what are the principles or the guidelines or the 

	

2 	objectives of what we want to get to. 

	

3 
	

Q. What is your recollection of what they 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, that it be -- or at least at the base 

	

7 	-- that it be revenue neutral, and by that I mean 

	

8 	wouldn't necessarily upset the current revenue receipts 

9 of the various local governments that receive those 

10 revenues That is always a huge decision 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 

	

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. 

	

18 	A. The group's feeling about it. 

	

19 	Q. Okay. 

	

20 	•A. That if you come up with some new formula and 

21 it all of a sudden means you are going to receive 20 

	

22 	percent less and she's going to receive 20 percent more, 

23 what is really going to happen to you and your ability 

	

24 	to deliver services. So there are going to be winners 

25 	and losers,. and this state is not known for local 

- - 
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1 governments having a lot of latitude as far as being 

2 	able to do things on their own from a taxation 

3 	perspective. 

	

4 	 So how do you deal with the potential of all 

	

5 	of those adverse — 7 those potential adverse outcomes? 

•6 The winners are going to be very happy. The losers are 

7 going to be very unhappy. So how do you minimize some 

	

8 	of that? 

	

9 	Q. Okay. ,So and the way to do that then was to 

	

10 	just make the -- and this was for the base, the first 

	

11 	base? 

	

12 
	

A. Okay. 

	

13 	Q. And what was the base? What was that supposed 

	

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

	

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

16 would be the aggregate of all of those revenue sources 

	

17 	from the basic and supplemental City/County relief tax, 

	

18 	cigarette, liquor, the other two. THat's your big pot. 

	

19 	 Now, the. first thing to do is get it to the 17 

	

20 	counties, get that distributed to the 17 counties, and 

	

21 	as I recall, the revenue neutrality part of that was 

	

22 	fairly important. So -- and this is, again, to the best 

	

23 	of my recollection. 

	

24 	Q. Sure, absolutely. 

25 	A. But mechanically among the counties, it was 
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1 	Q. Okay. 

	

2 	A. Do I think those statistics are the definitive 

3 way of showing exactly what per-capita revenue 

	

4 	generation and needs are? I look at them as descriptive 

	

5 	statistics more than meaningful statistics, if you will. 

	

6 
	

Q. 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 

	

9 	in this calculation indicate that there's going to be a 

10 need for more services in that kind of an area? 

	

11 	A. In and of itself, you would certainly come to 

	

12 	that conclusion. 

	

13 	Q. Okay. On the objectives -- we're back to 

	

14 	those -- is it fair 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 

	

17 	quo of what everybody had entering the first year of the 

	

18 	C-Tax? 

	

19 	A. .Yes. 

	

20 	Q. And that's what is meant by revenue neutral, 

21 and so when you set the base for everybody, whether it 

	

'22 	was a first tier or second tier 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 go forward 

25 and feel comfortable they had what they had walking into 
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1 	the system? 

	

2 
	

A. You've avoided -- yes, you've avoided the 

	

3 	shock effect of other huge changes, and probably there 

	

4 	is a political element there, too, as far as getting the 

5 votes to do something and having everyone somewhat 

	

6 	comfortable with it. But that's outside of my pay 

	

7 	grade. 

	

8 
	

Q. Okay. What you're referring to is that 

9 probably if somebody was losing money, the politicians 

	

10 	weren't going to vote for this thing? 

	

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 example, today? 

	

19 	A. Well, it's certainly . a part of their makeup 

	

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 also then a function of what happened 

	

23 	in 1979. So you have these bases that have perpetuated 

	

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. Well, again, you have bases that have their 

	

3 	origins in 1979 and 1981. 

	

4 
	

Q. Right. 

	

5 
	

A. That is how many years ago, 30 something. 

	

6 	It's a long time ago. 

	

7 
	

Q. Right. 

	

8 
	

A. Things have changed over 30 years in this 

9 valley and throughout the state. They clearly have 

10 changed. How meaningful are those bases today? 

	

11 	 But all of the numbers that 'we deal with today 

12 have their origins in those bases. In other words, when 

13 the tax shift took place, reduced property tax revenue 

	

14 	put the larger sales tax pieces into place. A local 

15 government then between those two revenue sources got X 

16 amount of revenue. That was their base going forward. 

	

17 	 Then that would be increased or modified each 

	

18 	year up through 1997. The base from 1981 was still very 

19 much a part of what happened. So the revenue neutrality 

	

20 	in 1 97 reflected everything that took place before that. 

	

21 	 The main argument for doing something like 

22 that is at least things are perceived to be in 

23 equilibrium. 

	

24 	Q. But going forward, let's say, from 1997, when 

	

25 	the C-Tax was instituted until today, I mean, you've 

• 	 • • 
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1 	there was a competing objective to reduce competition 

	

2 	among local governments. 

	

3 	Q. Okay. And how did they go about doing that 

4 with the C-Tax formula? 

	

5 	A. Well, once the bases were all set -- in the 

6 base year, a hundred percent of the revenue was a part 

	

7 	of the base. , So there wasn't any excess revenue, and 

	

8 	I'm sure you've heard those terms by now, right? 

	

9 	Q. Right, absolutely. 

10 • 	A. As the years went on, you know, and you rolled 

11 your base up from year to year, the actual revenue 

12 production from those six revenues would exceed the 

	

13 	combination of all of the bases. So there would be a 

	

14 	certain amount of excess then to distribute according to 

15 what you can see are somewhat complicated formulas. 

	

16 
	

Q. Okay. 

	

17 	A. The channeling of that excess, because it was 

	

18 	largely based on growth and population and assessed 

	

19 	value once again, you could argue that at least the 

	

20 	excess was being moved more to those areas that were 

	

21 	experiencing more rapid growth. So have you satisfied 

	

22 	that objective? In a way. 

	

23 	Q. Okay. 

24 • 	A. At the same time, by not allowing -- by not 

	

25 	necessarily allowing for a new local government, if you 

, 
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1 	appeal, change your base. So that was available for a 

2 	new entity to do; 

	

3 
	

The other thing is that -- and this was one I 

	

4 	thought was particularly important -- that on the second 

	

5 	tier of the revenue distribution, that to the extent 

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 they could deviate from it. 

	

11 	 So in -- and I believe that's actually been 

	

12 	done. I know that was done in Clark County between 

13 Mesquite and the cities and the county. I know that's 

	

14 	been used 

	

15 
	

Q. Okay. 

	

16 
	

A. 	and it was something that potentially could 

	

17 	have been, if not for other political features, 

	

18 	something that possibly could have been used in 

19 .  that's Lyon County, right? 

	

20 	Q. Yes. 

	

21 	A. That possibly could have been used there. I 

22 understand why it may not have been, but it was an 

	

23 	available tool. 

	

24 	Q. Explain that to me. How could it have been 

	

25 	used, and what is your understanding of why it wasn't 
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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 

	

10 	willingness for saying, "Yeah, that sounds like a really 

	

11 	good idea." 

	

12 	Q. Well, you and me both, because wouldn't that 

13 require then Lyon County to give up some of the money 

	

14 	that it spends to Fernley? 

	

15 	A. Yes. Yes. But at the same time, if Fernley 

16 is 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 Lyon County used to 

	

20 	do,.and I don't pretend to know what Fernley necessarily 

	

21 	does, but let's by way of example say that they picked 

22 up the police component, and Fernley now has less of a 

	

23 	requirement on the county sheriff's side 

	

24 	 Q. Correct. 

25 	A. -- that would have been a rational thing for 

www.oasisreporting.com  OASIS REPORTING SERVICES, LLC 
	M702-0561800 

Electronically signed by Marilyn Speciele (501-278-560-5148) 	 8c56b9ca-eb59-4d0d-ad9b-5c69584b1923 



Page 49 

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

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

3 ,to the Department of Taxation, and I believe the appeal 

	

4 	they could have made was a one-time appeal, I believe. 

	

5 
	

Q. All right. But after that one-time appeal, 

	

6 	we're 13 years down the line. Is there any process fot 

	

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 

	

10 	C-Tax law, I don't know of that, unless something has 

11 been put in or amended in the last .  three or four 

	

12 	sessions. 

	

13 
	

Q. And here is the other question. What if 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 additional 

	

20 	C-Tax? 

	

21 	A. Let me ask you to rephrase because at the 

22 beginning I thought you said that they didn't take on 

	

23 	anymore responsibility. 

	

24 	Q. Right. _That's what I'm saying 	Uilder a 

	

25 	situation if you just had Fernley sitting where Fernley 
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1 	is and Fernley has its base, and whatever that base is 

	

2 	stayed and they've gotten whatever little incremental 

	

3 	changes to it, but Fernley, for example, grows during a 

	

4 	ten-year period by 126 percent in population, grows by 

	

5 	over a hundred percent in assessed value. In fact, it's 

	

6 	the top in both areas in the state. So now it's a 

	

7 	population that has more than doubled. It's got 

	

8 	assessed values that are ' over •a hundred percent growth. 

	

9 	So they have, I think, additional services, but they're 

	

10 	still getting the same amount of C-Tax, and they haven't 

	

11 	taken on any additional services. Is there any way for 

	

12 	them to get additional .  C-Tax in order to pay for these 

	

13 	new services? 

	

14. 	A. Again, unless there's something -- to the best 

	

15 	of my knowledge -- unless there Is something that has 

16 been amended into what the 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 to 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 aet additional  

	

25 	C -Tax? 

:tts-e7NtaTiripS 
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1 	information you cufrently have, and you could calculate 

2 out for each kind of per city or town or what it was 

	

3 	that they -- whether they're a net exporter or importer? 

	

4 
	

A. I think one could use, again, multipliers that 

	

5 	are available to synthesize that data and show if we 

6 were to take it down to the most disaggregated unit, we 

7 could probably apply something to it that would be 

	

8 	rational. 

	

9 
	

Q. Okay. We were talking about the objectives, 

	

10 	and the first one was, I think you told me, the first 

11 C-Tax was going to be revenue neutral, which would be 

12 basically keeping the status quo, and the second was 

13 that the -- you wanted to reduce competition among -- 

	

14 	strike that. 

	

15 	 You wanted to reduce competition among the 

	

16 	entities and encourage cooperation, correct? 

	

17 	A. Correct. 

	

18 
	

Q. All right. What were the other objectives if 

19 ,  you recall? 

	

20 	A. There was another objective that -- and I 

	

21 	think I mentioned this a bit earlier -- there was 

	

22 	another objective that indicates -- that spoke to 

23 revenue should be channeled to where growth is occurring 

	

24 	that focused on that excess revenue piece. 

	

25 	Q. And explain that one to me. What do you Mean? 
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1 	A. Again, you have the base revenue for each of 

	

2 	these entities, if all, as far as distribution formulas 

	

3 	are concerned. If the actual revenues produce more than 

4' that, the difference between all of the bases and the 

	

5 	total revenue produced leaves this remainder. The 

6 • remainder is referred to as the excess. 

	

7 	 The excess, the formula distributes that based 

	

8 	on, if it's still the same, a five-year moving average 

9 of growth in assessed value and a five-year moving 

	

10 	average of growth in population. So those theoretically 

	

11 	are in practice. Those with more growth in assessed 

12 value and population would receive a higher -7 a higher 

13 proportion of the excess channeled to them. 

	

14 	Q. And in relation to the excess, is there a 

	

15 	guaranteed excess every year? 

	

16 	A. Oh, absolutely not. 

	

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 funds 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 

24 	be over the last five or so years where 
- -11 1  

LAAJ1J. 	 Vv 

 

 

25 	if -- I don I t know how many portions of the state 
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1 	actually had an excess because of the economy. 

	

2 
	

Q. All right. But in any case, one of the 

3 objectives was to make sure that the revenues from the 

	

4 	C-Tax were going to be channeled towards those areas 

5 that were growing? 

	

6 	A. That there was a mechanism in place to provide 

7 for something that would move more revenue in those 

	

8 	directions, yes. 

	

9 
	

Q. Okay. And the way they were looking at what 

10 growth was was to look at assessed value and population 

	

11 	growth? 

	

12 	A. Correct. 

	

13 	Q. -All right. Any other objectives if you 

	

14 	recall? 

	

15 	A. I'm sure there were one or two others, but I 

16 think those were the ones that beared more upon the 

	

17 	formula. 

	

18 
	

Q. Okay. 

	

19 	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 

24 did you go about coming up with the C-Tax formula or the 

25 whole C-Tax system? What did you do? What was the 

www.oasisreporting.com 	OASIS REPORTING SERVICES, LLC 	JA 702-%O0 
Electronically signed by Marilyn Speciele (501-278-560-5148) 	 8c56b9ca-eb59-4d0d-ad9b-5c69584b1923 



Page 63 

1 	and then, of courae, because it's a thoughtful process, 

	

2 	people will raise questions like, well, what if there's 

	

3 	an aberration? You know, what if there is -- you know, 

	

4 	in a rural community, they open a mine, and all of a 

	

5 	sudden, the population goes nuts, you know, all of a 

	

6 	sudden. How is that going to affect something? Wow, 

	

7 	that is a problem. 

	

'8 	 So how do we deal with that, you know, 

	

9 	potential aberrations like that? Well, we could use a 

10 three- to five- to ten-year moving average to smooth 

	

11 	that out, okay, and let's encode that. 

	

12 	 So all of the logic is developing as now the 

13 numbers are beginning to flow out and we start to test, 

	

14 	do sensitivity testing on this whole thing, which I'm 

	

15 	going to guess took six months. 

	

16 	Q. All right. And was that done just for these 

	

17 	enterprise districts and special districts? 

	

18 	A. All of them. 

	

19 	Q. For the whole thing? 

	

20 	A. For the whole thing. 

	

21 
	

Q. So, for example, because I've asked these 

	

22 	questions in depositions 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 

25 very low base because of when it first came in, how is 

.1 
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1 	it tested to see what happens to that city? 

2 	A. Weil, you hypothesize problems that you could 

	

3 	foresee, and they 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 because 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 northern city that had a 

14 very low base because it wouldn't have had a lot of 

15 population and they discover super widgets and it 

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 

19 assessed value that is going to go with that 

	

20 	significant -- 

	

21 	A. Not automatically. 

	

22 	Q. Okay. How would it change? How would they 

23 get money to pay for all these additional services under 

	

24 	the formula? 

	

25 	A. Well, under the strict -- again, to the best 
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1 BRENDA J. ERDOES, Legislative COunsel 
KEVIN C. POWERS, Chief Litigation Counsel 

2 Nevada Bar No. 6781 .* 	• . 
J. DANIEL YU, Principal Deputy Legislative Counsel 

• 3 Nevada Bar No. 10806 	• 	: 
LEGISLATIVE COUNSEL BUREAU, LEGAL DIVISION 

4 401 S. Carson Street 
Carson'City, NV 89701 

5 Tel: (775) 684-6830; Fax: .  (7:75.) 684--6761 
kpowers @lcb.state.nv.us ; Dan.Yn@lcb.state.nv.us   

6 Attorneys for Defendant Legislature of the State of Nevada 

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

8 
CITY OF FERNLEY, NEVADA, a 

9 	Nevada municipal corpOratioh, 

• 10 
	

Plaintiff, 	 Case No. 12 OC 00168 1B 

• 11 
	

VS. 

	 Dept. No. 1 

STATE OF NEVADA ex r61. THE NEVADA 
DEPARTMENT OF TAXATION; THE 
HONORABLE KAM; MARSHALL, in her . 
official capacity as TREASURER OF THE 
STATE OF NEVADA; THE-LEGISLATURE OF. 
THE STATE OF NEVADA;' and DOES 1-20, • 
inclusive, 

.Defendants. 

12 

13 

14 

15 

16 

17 
• DEFENDANT NEVADA LEGISLATURE'S RESPONSE 

TO PLAINTIFF'S FIRST REQUEST FOR ADMISSIONS (Nos. 1-36) 

Defendant, the Legislature Of the State ofNevada (L4islature), by and through .  its counsel the 

Legal Division of the.  Legislatiye. Counsel Bureau under NRS 218F.720, hereby- submits the following 

ReSponse to Plaintiff's First Request for. Admissions (Nos. 1-36) (First Request) pursuant to NRCP 36: 

18 

19 

20 

• 21 

22 

23 

...Ca:se No. 6051 
2585 



	

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

2 new local governmental entity was formed the distribution of C-TaX to that entity was based upon the 

3 service level needs of its citizens.: 

	

.4 
	

RESPONSE:  Objection. This request calls for a legal conclusion as to the. statutory 

5 requirements set forth in SB 254.. This request is also irrelevant. Additionally, the legislative history of 

6 SB 254; available as Public records and previously disclosed by the Legislature in its pleadings, speaks 

7 for'itself. Therefore, the Legislature does not admit nor deny. 

	

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

. 9 re:strict the way in: which local governmental entities may utilize C-Tax.revenueS. . 

	

10 	 RESPONSE:  Objection. This request calls for a legal conclusion as to the :statutory 

11 requirements set forth in SB 254; The legislatiiie history of SB 254; available as public records and 

• 12 previously disclosed by the Legislature in its pleadings, speaks for itself. This request is also irrelevant. 

13 Therefore, the Legislature does not admit nor deny. 

	

14 	. 20: REQUEST FOR ADMISSION NO. 20:  Please admit that C-Tax revenues, under Nevada 

15 • law, may be used for general operating expenses by local governmental entities: 

	

16 	 RESPONSE:  Objection. This request calls for a legal conclusion as to the proper use of C- 

117 Tax revenues pursuant to applicable statutes. The plain language of the relevant statutes speaks for 

18 itself. Therefore, theLegislature does not admit nor deny. 

	

. 19 	21. REQUEST FOR ADMISSION NO. 21:  Please admit that Fernley, Nevada was 

20 incorporated as a Nevada municipality in 2001. 

	

. 21 	 REQUEST:  Based. on information known . to the Legislature, the Legislature responds as 

22. follows: Admit.. . 

	

23 	22. REQUEST FOR ADMISSION NO. 22:  .Please admit that Fernley, Nevada is the only 

• 24..  municipality to incorporate inNevada since the enactment of SB 254: 

-9- 	
Case No. 6851 
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RESPONSE:  The Legislature is not aware of any Other. municipality in Nevada that has 

2 incorporated since the passage of SB 254 and therefore the Legislature responds as follows: Admit. 

23. REQUEST FOR ADMISSION NO. 23:  Please admit that C-Tax distributions are not 

4. related to the provision Of any particular category or type of expense by a local governmental entity. 

	

5 	 RESPONSE:  .Objection. This request calls for a legal conclusion. The plain language of 

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

7 the objections, the Legislature . responds as follows: Deny. 

	

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

9 revenue is not contingent upon the provision of any particular service by a local governmental entity. . 

	

10 	 RESPONSE:  Objection. This request calls for a.  legal conclusion. The plain language of 

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

12 the objections, the Legislature responds as follows: Deny. 

	

.13 	25. REQUEST FOR ADMISSION NO. 25:  Please admit that local .  governments have the 

14 discretion to useC-Tax revenue for Public Safety but are not obligated to do so. 

	

• 15 	 RESPONSE:  Objection. This request calls for a legal conclusion. The plain language of 

16. the relevant statutes speaks for itself. This request is also irrelevant. Therefore, the Legislature cfpe not 

17. admit of deny.. 	. 

	

18 	• 26. -REQUEST' FOR ADMISSION NO. 26:  Please admit that, prior to the enactment *a SB 

. 19 254, the Legislature did not Conduct a study to examine whether or not the prior formula for revenue 

20. distribution was adequate for the services 'provided by local government entities at that time. 

21. . RESPONSE:.  Objection. This request seeks information protected by .legislative privilege 

22 and immunity and the deliberative process privilege., This request is alsoirrelevant. Additionally, this 

23 request is vague, ambiguous and overly brbad with respect to the term "adequate." Finally, the 

24 legislative history of 15reVious legislative sessions leading to the passage of SB 
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15 Pages 1 to 153, inclusive. 

16 

17 

18 

19 

20 

21 

22 

23 REPORTED BY: 

24 

25 

DEPOSITION OF MARIAN HENDERSON 

Wednesday, November 13, 2013 
Carson City, Nevada 

CHRISTINA AMUNDSON 
CCR #641 (Nevada) 
CSR #11883 (California) 

1 
	

IN THE FIRST JUDICIAL DISTRICT COURT 

2 
	

OF THE STATE OF NEVADA 

3 
	

IN AND FOR THE COUNTY OF CARSON CITY 

4 	 -o0o- 

5 

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

  

CER-IF ED CoP 

 

7 
Plaintiff, 	 Case No. 12 OC 00168 1B 

8 vs. 	 Dept. No. I 

9 STATE OF NEVADA ex rel. THE 
NEVADA DEPARTMENT OF TAXATION; 

10 THE HONORABLE KATE MARSHALL, 
in her official capacity as 

11 TREASURER of the STATE OF 
NEVADA; and DOES 1-20, 

12 inclusive, 

13 	 Defendants. 

MOLEZZO REPORTERS - 775.322.3334 
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1 and think? 

2 
	

A 	No. 

3 
	

Q 	All right.• 

4 
	

(Deposition Exhibit 1 marked for 

5 
	

identification.) 

6 BY MR. VELLIS: 

	

7 	Q 	I'm showing you what's been marked as Exhibit 1. 

8 Its the Amended Notice of Deposition of the Person Most 

9 Knowledgable of the Nevada Department of Taxation. And 

10 you understand that you've been designated as that person, 

11 correct? 

	

12 	A 	Yes. 

	

13 	Q 	All right. Now, I want you to look at the last 

14 page, which is Attachment A, and it has the subject 

15 matter. I want to go through these with you a little bit 

16 to determine your role in this. 

	

17 	 Number one says "The local government tax 

18 distribution account, or C-Tax system, in the collection 

19 and distribution of taxes created pursuant to and defined 

20 by NRS 360.660." Do you see that? 

	

21 	A 	Yes. 

	

22 	Q 	Are you the person most knowledgeable regarding 

23 that topic? 

	

24 	A 	I'm not sure I agree with the NRS cite but, yes, 

25 I am the person most knowledgeable on the topic. 
case No. 66851  
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1 	A 	Yes, I have. 

5 

6 

7 

8 

9 

10 

11 

12 

13 Taxation -- "and the City of Fernley incorporation 

14 committee." 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 	Q 	Are you the person most knowledgable about the 

3 factual basis that supports those affirmative defenses 

4 	 MS. NICHOLS: Objection. 

BY MR. VELLIS: 

-- at the Department of Taxation? 

MS. NICHOLS: Objection. Calls for a legal 

conclusion, but you can answer. 

THE WITNESS: Yes, I believe I am. 

BY NE:. VELLIS: 

Q 	Okay. And then the last category is "Any and 

all communication between you" -- the Department of 

A 	That would be Terry Rubald. 

Q 	Okay. And who exactly is Terry Rubald? 

A 	She is the Deputy Executive Director of Local 

Government Services for the Department of Taxation. 

Okay. Let me ask you: So the categories I've 

marked down that you have knowledge about or you're the 

person most knowledgeable and can speak for the Department 

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

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

(Witness reviewing document.) 

BY MR. VELLIS: 

MOLEZZO REPORTERS - 775.322.3334 
	Case No. 668,1 
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1 	Q 	Correct? 

2 
	

A 	Yes. 

3 
	

Q 	Okay. Now, I asked you on the first one and 

4 I'll now follow-up on the rest of these. Regarding 

5 Category No. 4 for the partial information that you may 

6 have on that, did you do anything to prepare for your 

7 testimony today to answer questions about Category No. 4? 

	

8 	A 	No. 

	

9 	Q 	Okay. Didn't talk to anybody? 

	

10 	A 	No. 

	

11 	Q 	Didn't look at any documents? 

	

12 	A 	Not -- not specifically to prepare. 

	

13 	Q 	Okay. So what you're testifying from is just 

14 your general knowledge that you have? 

	

15 	A 	Yes. 

	

16 	Q 	No. 5, the same thing, did you do anything to 

17 prepare for the deposition today in order to answer 

18 questions regarding Category No. 5? 

	

19 	A 	No, I did not. 

	

20 	Q 	All right. Didn't talk to anybody, didn't look 

21 at documents, didn't do anything special to get 

22 information so that you could respond to questions on 

23 Category 5? 

24 	A 	No. 

25 	Q 	Okay. No. 7, the same. Did you do an MliF.(W51  
MOLEZZO REPORTERS - 775.322.3334 	JA 2 5 



1 	 (Discussion off the record.) 

2 BY MR. VELLIS: 

3 
	

What's your job title, ma'am? 

	

4 
	

A 	Management Analyst II. 

	

5 
	

Q 	What do you do in that position? What are your 

6 functions? 

	

7 
	

A 	Primarily I prepare the distribution for 

8 consolidated tax and for a number of other smaller taxes. 

9 I'm also responsible for compiling statistical information 

10 for the Department. 

	

11 
	

What kind of statistical information? 

	

12 
	

A 	Tax distributions, some revenue projections, the 

13 department's annual report. 

	

14 
	

And are the tax distributions related to C-Tax 

15 distributions? 

	

16 
	

A 	C-Tax is a portion of that. 

	

17 
	

Okay. And do the revenue projections have 

18 anything to do with the C-Tax? 

	

19 
	

A 	Yes, the portion that I prepare is all C-Tax. 

	

20 
	

On the revenue projections? 

	

21 
	

A 	Yes. 

	

22 
	

Okay. 

	

23 
	

A 	I prepare one section of a larger report. 

	

24 
	

Q 	Okay. And what section of that larger report do 

25 you prepare? 	
(s'N 66851  
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1 	A 	Consolidated tax. 

2 	Q 	Okay. And what's the larger report that we're 

3 talking about? 

	

4 	A 	The annual revenue projections to local 

5 governments. 

	

6 	Q 	Okay. Any other statistical information that 

7 you prepare other than the tax distributions and the 

8 revenue projections? 

	

9 	A 	Yes. 

	

10 	Q 	Okay. What? 

	

11 	A 	We track tax distributions by county, by tax 

12 type, by tax component. 

	

13 	Q 	By county, tax type -- 

	

14 	A 	Uh-huh. 

	

15 	Q 	-- and component? 

	

16 	A 	And component. 

	

17 	Q 	When you say "component," what do you mean? 

	

18 	A 	Well, the consolidated tax has six components 

19 that are distributed together. 

	

20 	Q 	Okay. And when you say "tax type," what do you 

21 mean? 

	

22 	A 	Tax type is sales tax, other tobacco products, 

23 net proceeds of mining. 

	

24 	Q 	Okay. And do those have anything .  to do with 

	

25 C-Tax? 	 CmeNo.66 

MOLEZZO REPORTERS - 775.322.3334 
	

JA 
	5'437 



1 	A 	The sales tax does. 

2 	Q 	Okay. 

3 	A 	Real property transfer tax. 

	

4 	Q 	Right. 

	

5 
	

A 	Cigarette excise tax and liquor excise tax. 

	

6 
	

Okay. Are there any other tax types that you 

7 deal with that don't have anything to do with C-Tax? 

	

8 
	

A 	Yes. 

	

9 
	

What? 

	

10 
	

A 	Net proceeds of minerals centrally assessed. 

	

11 
	

Okay. 

	

12 
	

A 	And all of the excise taxes, with the exception 

13 of cigarette and liquor. 

	

14 	Q 	Okay. And you say you track these tax 

15 distributions. 

	

16 	A 	Uh-huh. 

	

17 
	

How do you track them? 

	

18 
	

A 	In spreadsheets. 

	

19 
	

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

20 information from to track them? 

	

21 
	

A 	It comes from various sources and reports within 

22 the Department. 

	

23 
	

Q 	Okay. Which ones? 

	

24 
	

A 	Which tax? 

	

25 
	

Q 	That's a good point. I was going to aa. iynop.6,R  

MOLEZZO REPORTERS - 775.322.3334 
	.TA 	2598 



1 relation to C-Tax, where do you get the information from 

2 for the spreadsheets? 

3 	A 	The cigarette and liquor excise tax information 

4 comes from our tax distribution system. We call it "TAS," 

5 Tax Administration System, our computer system, T-A-S. 

6 	Q 	Okay. 

	

7 	A 	And it also comes from cigarette and liquor 

8 excise tax examiners. 

	

9 	Q 	And who are the examiners? 

	

10 	A 	The Department staff. 

	

11 	Q 	Okay. Do you know who any of them are, their 

12 names? 

	

13 	A 	Yes, I do. 

	

14 	Q 	Who are they? 

	

15 	 THE WITNESS: Do I have to provide that? 

	

16 	 MS. NICHOLS: Yes. They have to state 

17 employees. 

	

18 	 THE WITNESS: Okay. For cigarette and liquor? 

19 BY MR. VELLIS: 

	

20 	Q 	Yes. 

	

21 	A 
	

Brandy Delaney, Claudia Olivares and for liquor 

22 is Brian Deem. 

	

23 
	

D-e-e-m. 

	

24 
	

A 	And Nancy Ravert. 

	

25 
	

Q 	Can you spell the last name? 	Callo  66R 51 

MOLEZZO REPORTERS - 775.322.3334 .TA 	25 9 63 9 



1 
	

A 	R-a-v, like "Victor," e-r-t. 

2 
	

Q 	Okay. And that's where you get the information 

3 for the cigarette tax, correct? 

	

4 	A 	I get information from the tax examiners and I 

5 also get reports from the TAS system. 

	

6 	Q 	Right. For the other taxes in the C-Tax system, 

7 where do you get the information that you use for the 

8 spreadsheets? 

	

9 	A 	Real property transfer tax, RPTT. Is it okay to 

10 use abbreviations. 

	

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

	

12 	A 	Okay. The RPTT comes from county treasurers, is 

13 reported to the state controller and then that information 

14 is disseminated to the Department by the controller's 

15 office. 

	

16 	Q 	Okay. Anything else? 

	

17 	A 	Basic Government Services Tax, GST, comes from 

18 Department of Motor Vehicles. I receive a monthly report 

19 with the breakdown by county and it -- Government Services 

20 Tax has several distributions. I only distribute the 

21 portion that goes to counties, so they itemize that for 

22 me. 

	

23 	Q 	Okay. Now, the GST, you said that came from a 

24 report. that was the report that it comes from? 

	

25 	A 	The one from DMV? 	 ceNn r, 68-5-1--  

MOLEZZO REPORTERS - 775.322.3334 
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DMV, yes. What kind of report is that? 

A 	Actually, it's an 18-page report, one page for 

3 each county and one page for Boulder City that itemizes 

4 out the tax received, the percentages that they apply per 

5 statute and the dollar amounts that are distributed. 

6 	Q 	Okay. Now, what was the other taxes that you 

7 handle? 

	

8 	A 	So RBTT, GST -- 

	

9 	Q 	Cigarettes? 

	

10 	A 	-- cigarettes, liquor, and -- oh, sales tax. 

	

11 	Q 	Okay. 

	

12 	A 	So sales tax has two components that distribute 

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

14 Tax, BCCRT. 

Okay. What is the TAS system again? 

A 	It's a computer system that processes tax 

returns. 

And it keeps information on collection of taxes 

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

A 	No, not on all six categories. 

Just some? 	 Case No. 66851 
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15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Okay. 

A 	And Supplemental City, County Relief Tax, SCCRT. 

And where do you get the information for those? 

A 	That information comes out of our TAS system. 



1 	A 	The sales tax, SCCRT, BCCRT, liquor tax and a 

2 portion of cigarette excise tax. 

3 
	

Okay. 

	

4 
	

A 	Cigarette excise tax has two components. It 

5 tracks the permit fees. 

	

6 	Q 	Okay. Now, the sales tax, you get information 

7 related -- I think you said to the county -- is that 

8 correct? -- from the counties? 

	

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

	

10 	Q 	The sales tax, what kind of information do you 

11 get? 

	

12 	A 	By county i get information on taxes, penalty 

13 and interest and fees that are collected. I also get a 

14 breakdown of what percentage of sales -- or what amount of 

15 sales are from instate companies and what amount of sales 

16 came from out-of-state companies. 

	

17 	Q 	Okay. 

	

18 	A 	I get taxable sales statistics, which is the 

19 amount of sales that take place in each county by 

20 category, and the categories are called the "NAICS," North 

21 American Industrial Classification System. 

	

22 	Q 	Do you ever get sales tax information by cities? 

	

23 	A 	No. 

	

24 	Q 	Could you get that? 

	

25 	A 	No. 	
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1 say the SB-254 Committee, but I'm not sure if that's what 

2 they were officially called -- 

3 	Q 	Okay. 

4 
	

A 	-- that gathered a lot of data on the different 

5 tax types, looked at the history of the amount that each 

6 one of these local governments had been receiving, and 

7 determined the base amounts on those factors. 

	

8 	 Their goal was to make the first year revenue 

9 neutral so most of the counties got approximately the same 

10 amount of distribution from those six tax types in fiscal 

11 1999 as they did in fiscal '97 and '98. 

	

12 	Q 	so the status quo? 

	

13 	A 	Yes. 

	

14 	Q 	Okay. So the participants that were in it 	in 

15 the system prior to the C-Tax, and then after the C-Tax 

16 the same groups got basically the status quo, the same 

17 amount that they got? 

	

18 	A 	Yes. The same proportion. 

	

19 	Q 	Okay. Now, how about the local entities, the 

20 enterprise groups and local governments? 

	

21 	A 	Well -- 

	

22 	Q 	Is there a percentage that sets their base as 

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

	

24 	A 	Enterprise districts receive a flat amount each 

25 year that we just divide by 12 and they get the cluE.66851  
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1 	A 	Yes. It was revenue neutral from the two prior 

2 fiscal years. 

3 	Q 	So it's the same thing. The towns and cities 

4 that came into the system had a previous kind of base 

5 amount that they were using from the two years prior to 

6 the C-Tax and that amount was used to establish their base 

7 amount under the C-Tax. 

	

8 	A 	In general, yes. 

	

9 	Q 	Okay. So it was the status quo, the same thing 

10 again, correct? 

	

11 	A 	Yes. 

	

12 	Q 	Okay. And in setting these base amounts, you 

13 said there's a percentage that they use to set the base 

14 amount. Is that what you said? 

	

15 	A 	No. 

	

16 	Q 	All right. Explain to me what the base amount 

17 for a local town or city is. 

	

18 	A 	Was basically revenue neutral from the prior two 

19 fiscal years. The percentage is when we put all of those 

20 counties, cities, towns and special districts and their 

21 base amount, we add that up to get the whole and then each 

22 one of those gets a percentage of the whole. 

	

23 	Q 	Okay. And how did you figure out for a 

24 particular town or city what percentage they would get? 

25 What was the criteria that was used? 
66&SH  
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1 	 MS. NICHOLS: Objection. Assumes facts. 

2 BY NR. VELLIS: 

3 
	

You can tell me if I'm wrong. Was there a 

4 criteria to determine what the percentage was for a 

5 particular town or city that it would get out.of the 

'6 whole? 

	

7 	A 	No. No percentages were determined. 

	

8 	Q 	All right. Then how did you take the whole and 

9 figure out for a particular town, Las Vegas, how much it 

10 would get out of the whole? 

	

11 	A 	It was basically revenue neutral from the two 

12 prior fiscal years. 

	

13 	Q 	Okay. So whatever they got before, they got 

14 again? 

	

15 	A 	Yes. 

	

16 	Q 	Okay. And did the base that they got under this 

17 neutral system go on into the future as to something they 

18 would always get? 

	

19 	A 	It's re-determined each year and adjusted by 

20 consumer price index. 

	

21 	Q 	So it goes up? 

	

22 	A 	Yes. 

	

23 	Q 	So they always have kind of a flat line base 

24 that they established the first time they were in the 

25 C-Tax and they get that amount. It's based on th: perI8  
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1 couple years and then it goes up under the CPI? 

2 
	

A 	In general, yes. 

3 
	

Okay. There's an excess component that's paid 

- 4 into these groups as well. 

5 
	

A 	Yes. 

6 
	

Where does that come from? 

7 
	

A 	That is any money that is received in that 

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

9 distribution -- 

10 

11 

12 

13 

14 

15 

16 if they collect more than that monthly basis amount, then 

17 it goes into a different formula, the excess distribution. 

18 	Q 	All right. Does the county base change year to 

19 year or is it a static number subject to the CPI change? 

20 	A 	I'm not sure I understand the question. 

21 	Q 	Okay. You said the county comes in and gets 

22 their bucket, get their number, and it's revenue neutral 

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

24 they get, correct? 

25 	A 	That they got in 1999. 	
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The county's base? 

A 	-- each month. 

The county's base distribution? 

A 	AS a whole. 

Okay. And how does that happen? 

A 	Depending on where the base distribution is set,. 



A 	Yes. 

2 	Q 	Okay. So if my base is $100 and I get an 

3 increase to $104, next year's base is $104? 

4 	A 	Yes. 

5 	Q 	And then the CPI would then be calculated on 

6 that as well? 

	

7 	A 	Correct. 

	

8 	Q 	Now, here's the other question: So now I've got 

9 my base that's $100. I get my CPI that's $4, so $104, and 

10 I get an excess of $10. 

	

11 	A 	Uh-huh. 

	

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

	

13 	A 	Correct. 

	

14 	Q 	Okay. When I do the next year's calculations, 

15 is my base now $114? 

	

16 	A 	No. 

	

17 	Q 	Okay. What happens-- 

	

18 	A 	Your base is still $104. 

	

19 	Q 	So the excess doesn't roll into the base for the 

20 following year? 

	

21 	A . Up until fiscal year '15, the base did not roll 

22 into -- oh, that's not true. 

	

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

	

24 	A 	We just had a change in statute. So starting in 

25 fiscal '15, the excess amount will roll into the base and 
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be calculated for the base amount. But in the past it did 

not. Although, in '99 to -- I believe it was fiscal 

2002 -- the base did roll -- or the excess did roll into 

the base. And then there was a change to the statute so 

that we used only the prior year's base to calculate the 

next year's base. 

Q And what year was it that that changed? 

A 	I believe it was fiscal 2002. 

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

into the base? 

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

Q Okay. And then 2002 the excess now does not 

roll into the base? 

A 	Correct. 

So my example prior to 2002, when I add my $100 

base and my $4 CPI and then $10 excess, prior to 2002 for 

the next year that would have been my base, $114? 

A 	Yes. Times one plus the CPI. 

Okay. And now after 2002 the excess does not 

roll into that base calculation? 

A 	Correct. 

Okay. And so in that following year in your 

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

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

$114? 

1" 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

.16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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1 	A 	That the committee considered all the different 

2 revenue sources and attempted to make base amounts that 

3 would keep it revenue neutral from the previous two fiscal 

4 years. 

	

5 	Q 	To your understanding was there anything else 

6 considered by this committee in setting the initial base 

7 amounts for local towns and cities? 

	

8 	A 	I don't know. 

	

9 	Q 	Okay. Do you know whether or not -- or do you 

10 have any understanding as the Department of Taxation about 

11 any particular services that needed to be provided by any 

12 local town or city in order to qualify for this base 

13 amount? 

	

14 	A 	Can you repeat the question? 

	

15 	Q 	Yeah. Do you know or do you have an 

16 understanding as the Department of Taxation whether or not 

17 in setting the initial base amounts for towns and cities 

18 there were any requirements for specific services that the 

19 town or city had to have in order to qualify for that base 

20 amount? 

	

21 	 MS. NICHOLS: Objection. It calls for 

22 speculation. The Department didn't set those, but you can 

23 answer if you know. 

	

24 	 THE WITNESS: I'm not aware of any. 

25 BY MR. VELLIS: 
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1 	A 	I'm not aware. 

2 	Q 	Okay. Who would be aware? 

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

4 speculation. 

	

5 	 THE WITNESS: I don't know. 

6 BY MR. VELLIS: 

	

7 	Q 	Okay. So as you sit here today speaking on 

8 behalf of the Department of Taxation, do you have any 

9 understanding about any testimony that was given as to why 

10 they were implementing this system as opposed to using the 

11 old system of distribution? 

	

12 	 MS. NICHOLS: Objection. Calls for speculation. 

13 That's also a matter of public record. 

14 BY NR. VELLIS: 

	

15 	Q 	You can answer the question. 

	

16 	A 	I have no knowledge. 

	

17 	Q 	So when you do your allocations on a yearly 

18 basis to the counties and to the local governments, cities 

19 and towns, you simply administer the law the way it's 

20 written by the formulas that you're given? 

	

21 	A 	I'm not sure what you mean by the formulas that 

22 I'm given, but I administer it according to statute. 

23 

the law is, that's something you don't have any knowledge 

of as to what it is it's trying to accomplish with the way 
	Gatt—Mer.-6-6-8-5-1 
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Okay. And as to what the intent and purpose of 

24 

25 



1 it's distributed? 

2 	 MS. NICHOLS: Objection. Assumes facts, calls 

3 for speculation and argumentative. You can answer, if you 

4 know, or you can even ask her to repeat the question. 

5 	 THE WITNESS: I don't know. 

6 BY MR. VELLIS: 

	

7 	Q 	Okay. Well, you don't know whether or not there 

8 was some reason about why those state legislators decided 

9 to consolidate these six taxes and administer them the way 

10 they do under the C-Tax, do you? 

	

11 	 MS. NICHOLS: Objection. Asked and answered. 

	

12 	 THE WITNESS: I don't know. 

13 BY MR. VELLIS: 

	

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

	

15 	A 	No. 

	

16 	Q 	And so when you were administering this C-Tax, 

17 if there was a specific reason about what they were trying 

18 to accomplish with the C-Tax, that's of no import to you 

19 whatsoever? 

	

20 	A 	It's irrelevant. 

	

21 	Q 	Okay. You just do what the statute says? 

	

22 	A 	Yes. 

	

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

	

24 	 (Recess taken.) 

25 BY MR. VELLIS: 
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1 state legislature? 

2 	A 	Certainly the executive director, Christopher 

3 Neilsen 

4 	Q 	Okay. So Topic No. 1, if we were talking 

5 about -- and if you have that in front of you, you can 

6 look at it. It's the local government tax distribution 

7 account, or C-Tax system, and the collection and 

8 distribution of taxes created pursuant to and defined by 

9 NRS 360.660. And I know you have a qualm with that 

10 number, but let's accept that it's the C-Tax. 

	

11 	 When you're administering that, you do it based 

12 on what the statute tells you to do. 

	

13 	A 	Yes. 

	

14 	Q 	You're not making any kind of value judgments 

15 about whether what's going on is correct in your mind or 

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

17 not getting enough money or anything of that nature? 

	

1.8 	A 	No. 

	

19 	Q 	That's for somebody else to do? 

	

20 	A 	Yes. 

	

21 	Q 	Okay. So the Department of Taxation just simply 

22 is administering this and that's it? 

	

23 	A 	Yes. 

	

24 	Q 	Okay. Does the Department of Taxation provide 

25 any type of advice of any sort to the recipientegmiqpg 
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1 the numbers they're getting or how they're getting the 

2 numbers or the changes in the 

3 on a yearly basis? 

4 	A 	Any of that sort of 

5 through Terry Rubald's group. 

6 	Q 	Okay. So if I want 

numbers that they're getting 

communication is handled 

to talk to somebody about 

7 interaction with the local counties or the counties or 

8 something like that about the C-Tax, Terry is the person 

9 to talk to? 

10 	A 	Yes. 

11 	Q 	Okay. And I'm going to get an objection, but 

12 I'll ask you a really broad question because I'm hoping we 

13 can short-circuit some of this. 

14 	 Is it fair to say that the job that you do is 

15 simply the technical aspects of taking what the statute 

16 tells you to do, compiling the numbers and making sure the 

17 numbers are disbursed per whatever formulas are out there 

18 for the C-Tax? 

19 	A 	Yes. 

20 	Q 	Okay And absent that, any kind of interaction 

21 with the state legislature or looking at the purposes 

22 behind what the C-Tax is supposed to do or anything that, 

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

24 the Department of Taxation? 

25 	A 	I provide information, statistical inf(wwot 4 . 1  
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1 excess is probably what could be considered an adjustment 

2 to the C-Tax. I don't know if it is or not. 

3 	 What I want is someone who has a baseline and 

4 says I want to have an adjustment to that baseline. How 

5 many types of those requests are you aware of as the 

6 person 

7 	A 

8 

9 head? 

most knowledgeable for the Department of Taxation? 

Off the top of my head, three. 

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

10 	A 	Because there may have been requests for 

11 adjustment by local governments that never made it to my 

12 -- that never got on my radar. 

13 	Q 	Okay. And would they be on somebody else's 

14 radar at the Department of Taxation? 

15 	A 	No. I'm thinking it would be between the local 

16 goverment and their lobbyist -- 

17 	Q 	Okay. 

18 	A 	-- or their elected officials. 

19 	Q 	Okay. Let's just talk about the ones that the 

20 Department of Taxation -- since that's who you're here 

21 testifying for -- knows about. What are the requests for 

22 adjustments, the three that you had off the top of your 

23 head? 

24 
	

A 	City of Henderson. 

25 
	

Q 	Okay. And when was that approximately? 
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09/18/12 658-661

23 Transcript of Hearing Court Reporter 01/07/15 4213-4267
7 Writ of Mandamus Nevada Supreme Court 01/25/13 1371-1372

4



23 

1 	Q 	And what do you do within the local 

2 government finance section of the Department of Taxation? 

	

3 	A 	I'm a budget analyst. 

4 	Q 	And what does a budget analyst do? 

	

5 	A 	It'd be easier to explain what the section 

6 does. We have oversight over 260 local governments 

7 throughout the state -- schools, cities, hospitals, 

8 libraries, counties. We have administrative oversight 

9 over those entities' activities and I'm responsible for 

10 the activities of all the entities in five of the state's 

11 17 counties. 

	

12 	Q 	And which ones are those? 

	

13 	A 	Currently, that's Clark, Elko, Humboldt, Nye, 

14 and White Pine. 

	

15 	Q 	And you said you have administrative 

16 oversight over the activities of those -- 

	

17 	A 	Correct. 

	

18 	Q 	And the local governments are all the 

19 entities within those counties? 

	

20 
	

A 	Correct. 

	

21 
	 And have you always had the same counties or 

22 different counties? 

	

23 	A 	NO. 

	

24 	Q 	Actually, that was a bad question. Have you 

25 always had the same counties you just listed for me? 
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told me about? 

A 	Other than a part-time job I had, which was 

brief. 

What was the part-time job? 

A 	Working at Hickory Farms. But it was only 

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

kind of thing during regular business hours. 

And that's here in Nevada? 

A 	It was in Carson City. 

What did you do for them? 

A 	I just sold retail. 

(Exhibit 1 marked.) 

BY MR. VELLIS: 

Mr. Ambrose, I'm going to have you look at 

what's been marked as Exhibit 1 to your deposition. It's 

an attachment that was part of the notice of deposition 

for the person or persons most knowledgeable from the 

Department of Taxation. Have you ever seen this document 

before? 

20 	A 

21 

22 	A 

23 

24 Which ones 

25 	A 

Yes. I brought my copy with me. 

Where did you get it from? 

It was attached to my notice of deposition. 

You seem to have some areas highlighted. 

do you have highlighted? 

Questions 11, 12, and 14. 
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Q- 	And are those the ones that you are the 

2 person most knowledgeable and will speak on behalf of the 

3 Department of Taxation? 

4 
	

A 	I believe so. 

5 
	

No. 11 is any and all cooperative agreements 

between the C-Tax recipients since the enactment of said 

C-Tax. Let me ask you first: What is your involvement 

with the C-Tax, as part of the Department of Taxation? 

A 	My principal involvement is, each year, in 

the process of developing our projections of revenue for 

upcoming fiscal years, we look at those numbers -- myself 

and my fellow analysts, we each look at the components of 

C-Tax and we make a good faith estimate as to what those 

revenues are gonna be in the upcoming year, and if you're 

aware of the components of C-Tax, we look at each of 

those individually. 

And what are you doing that for? What's the 

purpose of that? 

A 	Well, we want to make as accurate a 

projection as possible. 

You make a projection of the revenues so that 

you'll know what the recipients are going to receive? 

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

yes, because the local governments use it in the  

preparation of their budgets. 

Case No. 6685 
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1 	A 	Correct. 

2 	Q 	Have you had any contact with Fernley 

3 regarding the C-Tax at any time after 1996? 

	

4 	A 	NO, not that I recall. 

	

5 	Q 	Now, you've had some dealing with the Fernley 

6 Incorporation Committee at some point in time. 

	

7 
	

A 	Yes. 

	

8 
	

Was it your understanding that the Fernley 

9 Incorporation Committee was made up of government 

10 officials? 

	

11 	A 	I don't believe it was, not the initial one. 

	

12 	Q 	And the one that you dealt with, how long was 

13 that period of time that you dealt with them? 

	

14 	• A 	It would've been from when I started in local 

15 government finance in OcLober of '95 through, I believe, 

16 June or July of 1996. 

	

17 	Q 	And during that entire time, was the 

18 incorporation committee for Fernley that you dealt with 

19 made up of government officials or private citizens? 

	

20 	A 	Private citizens, I believe. 

	

21 	Q 	What's your understanding of what a 

22 cooperative agreement is? 

A 	It's an agreement between two or more 

entities relative to providing a service. 

Under the C-Tax. 
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1 	A 	It could be for something other than C-Tax. 

2 	Q 	In relation to C-Tax, since that's the 

3 category that you are the person most knowledgeable 

4 about, what's your understanding of cooperative 

5 agreements between C-Tax recipients? 

	

6 	A 	As far as any that exist? 

	

7 	Q 	Yeah. 

	

8 	A 	To my knowledge, there are only two. 

	

9 	Q 	And there's only 	two since 1997 till the 

10 present? 

	

11 	A 	AB far as I know. 

	

12 	Q 	What are those two? 

	

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

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

15 of Ely, and the White Pine County Hospital District. 

16 There are only three other entities in White Pine County 

17 that receives C-Tax, which are the three small towns -- 

18 Long, McGill, and Ruth, and they're administered by the 

19 county. So the basic agreement is between those three 

20 entities I've already listed. They formed an agreement 

21 where they would go outside of the regular C-Tax 

22 distribution formula and they developed their own, the 

23 essence of which was that Ely would get a higher 

24 percentage of C-Tax than what the formula provided and 

25 each of the other two entities gave up some of their 

Case No. 66851 
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1 percentage. That agreement is subject to renewal every 

2 two years, and the current agreement expires June 30th of 

3 2014. 

4 	Q 	And what was it that Ely was doing in order 

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

6 assigned? 

7 	A 	They ceased levying property tax. 

8 	Q 	And why was that beneficial to White Pine 

9 County? Do you know? 

	

10 	 MS. NICHOLS: Objection. Assumes facts. 

11 BY MR. VELLIS: 

	

12 	Q 	That's true, maybe it's not beneficial. But 

13 I assume it was beneficial, since White Pine County is 

14 giving up money to Ely. Correct? 

	

15 	A 	But they were also able to levy a higher 

16 property tax. 

	

17 	Q 	So the purpose of it was to allow -- or the 

18 benefit to White Pine County was, by giving more money to 

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

20 property tax in the county. 

	

21 	A 	Which could provide services for the entire 

22 county. 

	

23 
	 And when did that cooperative agreement take 

24 place, if you know? 

	

25 
	

A 	I believe it was first -- 
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1 	Q 	Approximately. 

2 	A 	I believe it would've been created in 1999. 

3 It would've had an effective date of July 1st of 2000, 

4 because now it's on that two-year cycle. 

	

5 	Q 	So that cooperative agreement, based on your 

6 review of it, provided a benefit to both parties. Ely 

7 got more money in C-Tax, which allowed them to spend that 

8 money in the City of Ely, and White Pine County got more 

9 property tax, so that they could issue more property tax 

10 in the county and use that money for the county. 

	

11 	A 	Essentially, because the county has the 

12 higher assessed value in which to apply that tax rate to. 

	

13 	Q 	Well, I'm just trying to establish, both 

14 sides got something in that deal. 

	

15 
	

A 	Correct. 

	

16 
	

Nag, what's the other one you know about? 

	

17 
	

A 	The other one I'm aware of is, subsequent to 

18 the 2011 session of the Legislature, I believe there was 

19 an adjustment made in the C-Tax distribution of Clark 

20 County between the county and the five incorporated 

21 cities. 

	

22 	Q 	And what was that? 

	

23 	A 	They adjusted some part of the formula, and I 

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

calculation or the tier-two calculation, but, in essence, 
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it affected the C-Tax income for the cities and the 

county. It did not affect any other entity in the county 

that receive C-Tax. 

0 	What were the five cities? Do you know? 

A 	City of Las Vegas, Boulder City, Henderson, 

Mesquite, North Las Vegas. 

And did these cities then end up getting more 

money in C-Tax or less money in C-Tax? Or how did it 

work? 

A 	I believe there was an adjustment to Mesquite 

out of one of the distributions, where they received less 

than what they had previously received, but I believe the 

other cities got more. 

And do you know what the basis for doing that 

adjustment was? 

A 	There was an error in what I believe is 

called the 1-Plus calculation. 

And what was the error? 

A 	I'm not sure about that. 

So based on that error in the 1-Plus 

calculation, Mesquite was getting more money than it 

should've been getting? 

A 	Under the formula. 

And so this cooperative agreement was to 

25 I rectify that. 
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A 	Yeah. And I believe it was for only two 

years, because the 2013 session delved into that and made 

3 some other adjustments. 

4 	0 	Is the cooperative agreement still in effect 

5 between these five cities and the county? 

6 	A 	I don't believe it is. 

7 	Q 	So it only lasted for a couple years? 

	

8 	A 	Just for the biennium. 

	

9 	 And then the Legislature fixed it, or did 

10 something to it. 

	

11 	A 	That would be a more accurate term, that they 

12 did something. 

	

13 	Q 	Other than those two cooperative agreements, 

14 do you know of any other cooperative agreements that have 

15 existed between any local government entities since the 

16 enactment of the C-Tax? 

	

17 
	

A 	No. 

	

18 
	 Do you know of any other attempts to get 

19 cooperative agreements that failed? 

	

20 
	

A 	Not that I recall. 

	

21 	Q 	Is it your understanding that when the C-Tax 

22 was enacted, these local government entities got a base 

23 amount that they were to receive going forward? 

	

24 	A 	Yes. 

	

25 
	 And then there were some additions from 
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1 	A 	The money that was nOt spent? 

2 	Q 	Yeah. 

	

3 	A 	It might appear as an increase in some other 

4 function or -- or they might've reduced their overall 

5 expenditures because of the impact to the economy. 

Have you had counties where they've had 

7 reductions not just in police but in their expenditures 

8 over the last few years? 

	

9 	A 	Yes. 

	

10 	Q 	When you look at that and you're looking at 

11 their budget and they have reduced expenditures, do you 

12 also look to see if their C-Tax is also being reduced, or 

13 does it stay the same? 

	

14 	A 	It could be a reduction or it could be a 

15 reduction in their property tax revenues. 

	

16 	Q 	I'm just talking about the C-Tax. Do you 

17 look to check, or that doesn't really enter into your 

18 thought process? 

	

19 
	

A 	It could, depending on the amount. 

	

20 
	 Do you recall situations where you've had 

21 people decrease services and their C-Tax has basically 

22 stayed the same or gone up? 

	

23 	A 	I don't recall that, no. 

Rubald was in here earlier  and she 

indicated to me that the two main areas for local 
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1 governments to finance their services were property tax 

2 and the C-Tax. 

3 	A 	Correct. 

4 	Q 	So in that regard, C-Tax is pretty important 

5 to local governments. 

6 	A 	Yes. 

7 	Q 	And the amount of C-Tax you get is going to 

8 assist you in financing the services to your population. 

	

9 	A 	Correct. 

	

10 	Q 	And when you have these conversations -- or 

11 maybe you don't have them, but if you have conversations 

12 with local government entities, do they ever discuss with 

13 you other services they want to provide but they're 

14 unable to provide, because they don't have the money to 

15 do so? 

	

16 	A 	I don't recall that, no. 

	

17 	Q 	You don't oversee Fernley anymore. Correct? 

	

18 	A 	That correct. 

	

19 	Q 	Do you know, off the top of your head, what 

20 Fernley's property tax rate is? 

	

21 	A 	Not off the top of my head, no. 

	

22 	Q 	Is there a limit on the property tax that can 

23 be charged? 

	

24 	A 	Yes, there is. 

What is it? 
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Q 	Okay. SB-254 was enacted in what year? 

A 	I thought it was '97. 

I don't know. I was asking you. 

A 	Sorry. 

The Technical Committee went on further from 

that point, though, correct? 

A 	Yes. We worked on other things, like other 

types of taxes and stuff. 

	

9 	Q 	Did you have anything to do with the C-Tax after 

10 it was enacted on the Technical Committee? 

	

11 	A 	I can't recall. I know that just various 

12 legislation, and I think there was some cleanup things, 

13 but just, you know, working at the legislature. I can't 

14 recall. 

15 

16 and you can correct me if I'm wrong -- is the C-Tax was 

17 enacted to make sure tax dollars were following growth. 

	

18 	A 	New. 

	

19 	Q 	No? 

	

20 	A 	Not C-Tax. New monies coming in, excess monies 

21 coming from. Not the base. 

	

22 	Q 	Okay. 

	

23 	A 	Only the excess. Only the new money coming in 

24 would follow growth. 

	

25 	Q 	Okay. And part of the reason was also to get 

And my understanding from looking into this -- 



1 

2 

3 

4 

5 

6 

7 

 

Q 	Well, that's what I heard. 

A 	No, that's not what I'm saying. 

Q 	What are you saying? 

A 	I said several times it depends on what services 

they are providing. There's dozens and dozens of services 

that local governments provide. 

Okay. So does the C-Tax only look at services 

provided or services that the city or local government  

wants to provide? 

	

A 	The C-Tax doesn't look at where that money is 

going. 

Okay. 

	

A 	That's up to the elected official in their 

budgets. 

So you don't know 	for example, the state 

legislature doesn't require it under C-Tax to look at how 

the money is being spent? 

	

A 	That's correct. 

Okay. You said earlier something I wanted to 

ask you about. Fernley has a -- and maybe it wasn't an 

all-encompassing period of time, but Fernley has a 

purposefully low property tax. 

	

A 	Right. 

	

Q 	Is it your understanding todaytatysti I 

have that? 
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1 	 AFTERNOON SESSION 

2 BY MR. VELLIS: 

3 	Q 	We took a lunch break and we're back on the 

4 record. You understand you're still under oath? 

5 	A 	Yes, I understand. 

6 	Q 	During the lunch break did you have lunch with 

7 any of the defense counsel? 

8 	A 	Yes. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Which ones? 

A 	Andrea and I went to lunch. 

Did you discuss your testimony? 

A 	No. 

Did you discuss the C-Tax? 

A 	No. 

Did you discuss anything about what's going on 

today? 

• 	A 	No. 

Okay. 

A 	Grandchildren. 

There you go. Good lunch conversation. 

We were talking about your background and I 

think I got pretty much up to present. You're also on the 

Committee for Local Government Finance? 

A 	Correct. 

Q 	What's that? 
664V 

JA 	24-4-6 
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1 	A 	That's a statutory committee and it - is a 

2 committee which has -- I think it's three people 

3 representing school districts, three people representing 

4 cities, three people representing counties, two people 

5 representing the CPAs. I'm one of those representing the 

6 CPAs. 

7 
	

Q 	All right. And when did you first start on that 

8 committee? 

A 	It was about, I'd say, 14 years ago. 

Q So -- 

A 	'99, maybe. 

Q 1999 approximately? 

A 	Around there. 

Q And have you been on it continually since that 

time? 

A 	Yes. 

And do you have a position on it or are you just 

a menber? 

A 	Just a member. 

Q 	Okay. And you said your membership was based on 

your position as a CPA? 

A 	Yes. 

How does that happen? 

A 	It's in the statute, who appoints. 

Okay. And what does the Committee for Local 
„Ise No. 	6&541 
Lk 2 ww 
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25 
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A 	And Lyon County came in in support of the 

incorporation along with Fernley and Department of 

Taxation. 

Okay. And the incorporation was approved. 

Is that correct? 

A 	Yes, that's correct. 

think you told me earlier just last year that 

when that bill came up that Fernley wanted $5 million, 

Lyon County was against that, correct? 

A 	Yes. And we're on record against it. 

Okay. And just to make sure, then, in that 

situation last year when they were asking for the $5 

million, Lyon County was against it and you as their 

lobbyist actively sought to deny Fernley the request they 

were making? 

A 	That's correct. And that has happened in other 

cases, too. 

Q 	Okay. One of the things I saw when I was 

looking at this Committee.on Local Government Finance in 

the statute is there's a provision that, if a local 

government has a three-year period where it declines an 

assessed value population, that they can review it to 

reduce its C-Tax distribution. 

	

Do you know what I'm talking about? 	

251 	A 	There's a provision as far as whether you are a 

MOLEZZO REPORTERS - 775.322.3334 
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1 	Q 	Right. Are they providing some sort of 

2 qualitative thing saying, hey, these numbers look wrong or 

3 is it just here's the numbers? 

4 	A 	They provide the numbers based on the statute. 

5 	Q 	Right. What I'm asking is qualitatively is 

6 anybody assigned in the Department of Taxation? 

	

7 	A 	Not to my knowledge. 

	

8 
	

Q 	Okay. How did you first get on the Technical 

9 Committee? 

	

10 	A 	By the CPA, by statute -- oh, are you talking 

11 about the Committee on Local Government Finance or the 

12 Technical Committee. 

	

13 	Q 	Technical Committee. Pm going back now. I'm 

14 switching. When SB -- is it 254 was the original bill 

15 that eventually became the consolidated tax? 

	

16 	A 	Right. 

	

17 	Q 	Okay. There was SCR -- what's SCR 40? 

	

18 	A 	Right. 

	

19 	Q 	What's the SCR? 

	

20 	A 	Oh, it's the Senate Concurrent Resolution. 

	

21 	Q 	Okay. And that establishes the Technical 

22 Committee? 

23 	A 
	

Right. 

24 
	

How did you get selected to be on that Technical 

25 Committee, if you know? 

MOLEZZO REPORTERS - 775.322.3334 
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1 you arrive at eventually the C-Tax proposal that you made 

2 with the objectives and attributes that we just looked at 

3 in Exhibit 5? 

4 	A 	The Technical Committee met many, many times 

5 about where the problems were, what some of the solutions 

6 could be, what do we do with growth, how do we funnel it 

7 to growth. And it was basically a lot of sitting around 

8 and just talking through a lot of things about, you know, 

9 what needed to occur, how do we fix it to where entities 

10 are able to provide service. 

	

11 	Q 	Okay. So, again, in my shorthand, you were 

12 trying to figure ways to make sure you were getting the 

13 money to the taxpayers that needed the services. 

	

14 	A 	Well, no. Everybody needs services. 

	

15 	Q 	Right. 

	

16 	A 	It's to give money to where areas of growth were 

17 because the demands are greater. And if it is that growth 

18 that is generating those revenues, then we need to funnel 

19 that money back so the services can be provided to that 

20 growth. 

	

21 	Q 	Okay. And how do you determine if the area 

22 that's -- strike that.• How do you determine what areas 

23 are generating the revenues? How do you go about doing 

24 that? 

	

25 	A 	The two mechanisms were assessed value and 
Case No. 6V') 
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1 population. 

Okay. 

A 	Population growth, assessed value growth. 

Assessed value is important because it has a commercial 

component as well as a population component. 

Q 	Okay. And what do you mean by it has a -- 

A 	Well, we provide services to businesses. We 

provide fire and sheriff to businesses. 

	

9 	Q 	Okay. 

	

10 	A 	And so they are part of our tax base that we 

11 have to provide service to. 

	

12 	Q 	Right. But you were saying assessed value has 

13 another component based upon -- 

	

14 	A 	Assessed value is assessed value of commercial 

15 properties as well as of residential properties. 

	

16 	Q 	Okay. And does that show you something about 

17 the growth in commercial businesses as opposed to just 

18 population growth? 

	

19 	A 	That's right. That's why you use assessed 

20 value. It's the only factor we had to show commercial 

21 growth. 

	

22 	Q 	Okay. I saw the name of Guy Hobbs. Was 

23 Mr. Hobbs one of the people on the Technical-- 

	

24 	A 	Yes, he was? 

	

25 	Q 	How about Mr. Marvin Levitt? 
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RESOLVED BY THE SENATE OF THE STATE OF NEVADA, THE ASSEMBLY 
CONCURRING, That the members of this legislative body eipress their sincere condolences to 
the family and friends of the late Dr. Joseph D. Wilkin; and be it further 

RESOLVED, That the death of such a highly respected doctor is a tremendous loss for 
Lincoln County and the State of Nevada; and be it further 

RESOLVED, That the Secretary of the Senate prepare and transmit a copy of this resolution 
to the family members of Dr. Joseph Wilkin. 

Senator McGinness moved the adoption of the resolution,. 
Remarks by Senator IvIcGinness. 
Senator tvicGinnoss requested that his remarks be entered in the Journal. 
Thank you, Mr. President pro Ternpore. Senate Concurrent Resolution No. 42 speaks for 

itself. We must recognize that Dr. Wilkin was a local boy. He grew up in Lincoln County. We 
must recognize the responsibility he felt to his hometown by returning there to practice 
medicine. At the age of 35, he went to medical school. If all of us think back to where we were 
at age 35, the thought of going to medical school would put a chill in most of our hearts, Dr. 
Wilkin did go to medical school, came back and became a "country' doctor: For those of you 

. who know Lincoln' County as rather remote, it is really more frontier medicine. For those 
people who know how much faith is put into a family doctor, you understand how much faith 
everyone had in Dr. Wilkin. There was a 15-month and another 9-month period where he was 
the only doctor in the county, not just in the community but in the county. Everyone came to 
his door, day and night. He delivered 155 babies. There are 155 alumni of Dr. Wilkin out there 
who are very happy. He showed great dedication to Lincoln County bY recognizing that he was - 
the only physician in the community and chose not to fake a vacation or go away fro weekends. 
His wife and daughters know exactly what that dedication meant to them as they were growing 
up. It gives me great pleasure to support Senate Concurrent Resolution No. 42. 

Resolution adopted. 
Senator McGinness moved that all rules be suspended and that Senate . ' 

Concurrent Resolution No. 42 be immediately transmitted to the Assembly. 
Motion carried. 	• 

MOTIONS, RESOLUTIONS AND NOTICES 
Senator Raggio moved that the Senate resolve. itself into a Committee of - 

the Whole for the purpose of considering Senate Bill No. 254, with Senator 
O'Connell as Chairman of the Committee of the Whole. 

Remarks by Senator Raggio, 
Motion carried, 

N COMMITTEE OF THE WHOLE 
At 10:42 a.m. 
Senator OrCoimell presiding. 
Senate Bill No. 254 considered.  
The Committee of the -Whole was addressed by Senator,QConnoILME 

'Henderson, Washoe County; Guy. Hobbs, Fiscal Consultant, Clark County; 
Marvin Leavitt, City of Las Vegas; Michael Titleck. .Execilifeirr614VANLEY 

• Department of Taxation and Mary Walker, City of Carson City'. STATE (T NENA1 

2 
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Senator O'Connell requested that all remarks on Senate Bill No. 254 be 
entered in the Journal. 

SENATOR O'CONNELL: 
I hope the beginning of this morning isn't an indication as to how this hearing is going to 

go. When One of the members of our presentation group parked irethe garage this morning he 
was surrounded by military people who would not let him Out of the parking 'garage for the 
longest time because of the helicopters landing on the legislative grounds. The next thing: 
when we were going over the presentation, One of our members got an emergency call 
regarding a bomb threat in one of the court houses. I hope that is not an Indication as to how 
the hearing will continue. 

The interim committee on S.C.R. No. 40 (of the 68 th  Session) was established to study the 
laws relating to the laws relating to the distribution among local governments of revenue from • 
state and local taxes. The objectives set forth for the committee were as follows: 

I. The new tax distribution system be revenue neutral for the affected governments in the . 
first year- The objective further assumed constant or current service levels for each entity, 

2. The revenue growth in future years be directed to follow the population growth. 
• 3. The new tax distribution should reduce competition and encourage cooperation between 

the local governments. 	 • 
4. Botlythe criteria and the parameters be established for the creation of new units of local 

government and for the treatment of any new local government/special district in the 
distribution formulas: 

In order to attain these lofty goals, the people to be chosen for the technical committee had 
to be Nevada's brightest financial minds. The people chosen certainly lived up to our 
expectations. They are fiscal analysts Mike AIstoy; Clark County School District; Gary Cords, . 
City of Fallon; Marvin Leavitt, City of Las Vegas; Steve Hanson, City of Henderson; May 
Henderson, Washoe County; Terry Thomas, City of Sparks; Mary Walker, City of Carson City 
as well as Guy Hobbs, fiscal consultant, Clark County and Michael Pitlock, Executive Direetor, 
Department of Taxation, State of Nevada. These outstanding people accomplished the task that 
we set before them in S.C.R. No. 40 -  (of the 65" Session). rive of those analysts are here this 
morning to explain Senate Bill No. 254, On your desks should be a packet of additional 
information on the makeup of the committee as w811 as the information we will cover this 
morning. If you really need a lift, I recommend reading Bulletin No. 97-5, the Legislative 
Counsel Bureau's Law Relating to the Distribution Among Local Governments of Revenue 
from State and Local Taxes. 

Let me draw your attention to the fourth page of the handout, the graphs showing the 
distribution before and after the passage of Senate Bill No. 254. The people making the 
presentation today are Guy Hobbs, Marvin* Leavitt, Mary Walker, Mary Henderson and 
Michael Pitlock. On the seventh page of the handout, you will find the amendment which will 
be voted on today. The amendment will be explained along with a section by section 
discussion of the bill. After our five speakers finish their presentations, we will be happy to 
address any 'questions. 

• MR: Guy HOBBS (Fiscal Consultant, Clark County): 
Thank you, Madam Chair and members of the committee. Chairman O'Connell covered 

many of the reasons why S.C.R. No. 40 (of the 68" Session) was initiated. The old system of 
distribution that we had been using since 1981, since the tax shift, was thought to be no longer 
effectively serving its purpose. The old system was cumbersome. For exaraple e  
on the chart on page 5 of the packet are distributed accOrding to four differeni formulas some 
of which use assessed valuation, Soule of which use population. In some cases, somAg' 

us .-  

	

receive those revenues. In some cases, counties only receive those revenues. In'e% 	6FERNLEY  
where there are two or more cities in a county, counties do not share in those revenIleS. %TR O'keENA .01) ,  
system has been thought to have little flexibility. The creation of a new city, town or other 
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form of entity is something that can create significant conflict.' Also, in one of the fastest 
growing states, this system should be more responsive than it has been in the past. This was 
generally pointed out during the last legislative session with S.B. No. 556 (of the 6S 6  Session), 
the creation of a new unincorporated town in Clark County, Summerland, and a previously 
unincorporated town of Spring Valley. There were no mechanisms in the law that would allow 
for either of those towns to participate in the distribution of the revenues under discussion 
today. I would draw your attention to page 2 of your packet which outlines the current system 
as compared to Senate Bill No. 254. In summary, Senate Bill No. 254 is recommending that six 
local intergovernmental revenues, specifically, the supplemental city-county relief tax, the 
basic city-county relief tax, the motor vehicle privilege tax, the cigarette tax, the liquor tax and 
the real property transfer tax, which had previously been apportioned according to several 
differeet formulas, be pooled into a common revenue distribution fund at the county level and 
be distributed among the local governments within a county according to a single formula. The 
flowchart on page 4 graphically shows the flow of funds for those six revenue sources prior to 
Senate Bill No. 254 and what they would be if Senate Bill No. 254 is adopted. 

The revenues from the previously mentioned tax seurces will be pooled at the county level 
for distribution to local governments under a single formula. The base amount of revenue that 
each local government will receive will be set at a level that recognizes what it received from 
any or all of those revenues during the prior two fiscal years, fiscal 1995-96 and fiscal 1996-97 
will be used to establish the base distribution amounts for each local government. As Chairman 
O'Connell indicated, this was done to ensure some stability for the local governments 
transitioning from the old system to the new system. The revenue distribution would not be 
such a change that it would create a shock for any of the local governments. For counties, 
cities', towns and special districts, the amount of Money That they will receive beyond the base 
amount will be increased by the Consumer Frio Index (CPI) in all subsequent years. This was 
included to ensure that those local governments that are not growing as rapidly as others at 
least receive from year to year a constant dollar amount in term.  s of purchase power to take care 
of their basic needs. ' 

To the extent that there is revenue in, the common distribution fund at the county level from 
these six sources, above and beyond that amount which is needed to fend the base plus the CPI 
from year to year, the excess amount of revenue will be distributed among and between the 
local governments within a county according to a formula which recognizes percentage change 
in population from year to year and the percentage change in assessed value from year to year 
calculated on a five-year moving averhge. The five-year moving average was recommended by 
the technical committee to smooth out any effects frOm reappraisal cycles that occur within a 
'county during the course of a year. 

There are several other provision& of the bill that would allow for an alternative sharing of . 
revenue within a County if two or more local governments determine that they wish to share the 
revenue differently between them than the formula otherwise prescribed. There are methods 
prescribed that would allow for the creation of a new local government, and the new local, 
government would receive a distribution from the common distribution fund if it meets certain 
criteria. Some of the disincentives in the past for the merger or consolidation of certain units of 
local governments have been removed. lo a sense, we have created incentives for pursuing 
rational mergers and eon.solidations of certain local governmental units. There is also an appeal 
process whereby if any local government feels the base amount set in the formula does not 
reflect its needs at the base year. There is a one time opportunity to appeal through the Nevada 
Tax Commission with the Department of Taxation and the Committee on Local Government 
Finance also reviewing the request ensuring that the base years are set at a level that would 
reflect a need. 

Section 1 through section 3 of Senate Bill No. 254 contain the definitions and directories. 
erIVIMAMLEY Section 4 defines enterprise districts as a governmental entity which is 

town but also receives funding from one of the six revenue sources that riAeR 
into the common distribution fund, It also indicates that the executive director siiariVt lettritYA 
which entities are enterprise districts pursuant to Section 12.5 of Senate Bill No. 254. 	JA 	2 
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IN THE FIRST JUDICIAL DISTRICT COURT 

OF THE STALE OF NEVADA, IN . AND FOR CARSON CITY 

--o0o-- 

1 

2 

3 

4 

5 CITY OF FERNLEY, NEVADA, a 
Nevada municipal corporation 

6 
Plaintiff, 

7 
VS. 

8 
STATE OF NEVADA ex rel. THE 

9 NEVADA DEPARTMENT OF TAXATION; 
THE HONORABLE KATE MARSHALL, 

10 in her official capacity as 
TREASURER OF THE STATE OF NEVADA; 

11 and DOES 1-20, inclusive, 

12 	 Defendants. 

13 NEVADA LEGISLATURE, 

14 	 Intervenor. 

15 
Pages 1 to 90, inclusive. 

16 

17 

18 

ITHE 
Case No. 12 CC 00168 1B 

Dept. No. 1 

DEPOSITION OF TERRY RUBALD 

Thursday, December 12, 2013 

Carson City, Nevada 

19 

20 

21 

22 

23 

Romona Malnerich 
Nevada CCR #269 
California CSR #7526 

24 

25 

REPORTED BY: 

Case No. 6685 
JA 	 
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0 	If for any reason I ask you a question that 

you don't understand, stop me and have me rephrase the 

question until you do understand it. Will you do that?• 

A 	Yes. 

You have been designated as a person most 

knowledgeable on behalf of the Department of Taxation. 

Do you understand that? 

A 	Yes. 

And that means you're speaking on behalf of 

the Department of Taxation, not just for yourself. Okay? 

A 	Okay. 

Did you do anything to prepare for your 

deposition today? 

A 	Yes. 

that did you do? 

A 	I reviewed statutes, regulations, the 

legislative history for SB 254. 

18 

19 	A 

20 

21 to prepare? 

22 	A 

23 

24 from this 

25 	A 

And what statutes did you review? 

NRS 360.740 and NRS 354.598747. 

Anything else that you reviewed or looked at 

Case No. 6685 
JA 	2460 

No. 

Did you read any depositions of anybody else 

case? 

Yes. 
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of auditors who are now conducting the net proceeds of 

minerals tax audits. It used to be conducted by the 

compliance division of the department, but that has been 

now given to my division. 

So when you started in 2000 as the chief of 

the Division of Assessment Standards, were the duties the 

same as you just outlined for me for that department, or 

has it changed since 2000 till today? 

A 	There have been additional duties that have 

come on over the years. 

But the purpose of the division was to work 

with local governments? 

A 	Yes. 

And the name of the division now is -- 

A 	The Division of Local Government Services. 

And my title has also changed. 

What's your title now? 

A 	I'm a deputy executive director. 

And when did that happen? 

A 	That happened in July. 

Of this year? 

A 	Of 2013. 

And have your duties as the chief or deputy 

24 executive director changed with the change  in the title? 

25 
	

A 	Yes. I'm now involved in more budget work 

Case No. 6685 
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And what was the timing issue that you were 

involved with? 

A 	Well, the way the former law read was that 

any agreements amongst jurisdictions would have to be 

submitted to the department by December 31st, and the 

local governments wanted more time to consider their 

options and they wanted to consider it after the revenue 

projections come out. So they wanted to change that to a 

later time. I believe it was settled at April 1st, with 

a notice that they might do this by March 1st, and the 

reason that became important was because it involves our 

budgeting timeline. 

Okay. And the agreements that you're talking 

about, are these the cooperative agreements? 

A 	Yes. 

And these are agreements between county 

governments and local governments or between local 

governments within a county? 

A 	Between local governments within a county. 

What about a local government with a county? 

21 Are there cooperative agreements between those as well, 

22 or can there be? 

23 	A 	Yes. 

24 	Q 	Have you ever seen one? 

25 	A 	There's one between White Pine County and the 

CT No. 21g54 
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City of Ely. 

And what's that agreement? 

A 	I believe all the CTX distribution goes to 

the City of Ely, in exchange for all of the property tax 

revenue going to the county. 

Any other cooperative agreements that you've 

seen or that the department knows about, other than 

between cities and counties? 

A 	The only other one I know about is one that 

occurred in the last few years between Mesquite and other 

Clark County entities. 

Okay. What was that? 

A 	It was an agreement to redistribute the 

excess, I believe. 

How did they redistribute it? 

A 	I'm not sure. 

As to the history, what was the history of 

SB 254? Do you know what SB 254 was? 

A 	Yes, that was the creation of the C-Tax 

distribution. 

And did you review the legislative history on 

that? 

23 	A 	I did. 

24 	Q 	What was your understanding of the_tutent_of- 

25 SB 254? 

Case No. 6685j  
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1 	A 	The intent was to streamline the 

2 distribution, but at the same time, to keep the actual 

3 distribution neutral, so that no entity would be harmed. 

4 They also wanted to encourage regional cooperation 

5 amongst local governments. They did not want to 

6 encourage competition amongst local governments for the 

7 tax. 

	

8 
	

Anything else? 

	

9 
	

A 	That was my understanding of it. 

	

10 
	

Did you read anywhere about the concept of 

11 having revenues follow growth? 

	

12 
	

A 	Yes. 

	

13 
	 And what was your understanding of that, from 

14 your investigation? 

	

15 	A 	my understanding of that was that a portion 

16 of the formula is based on population and assessed value, 

17 with a theory that those are two indicators of growth. 

	

18 
	

And the intent was to make sure that revenues 

19 went towards areas that were growing, because they needed 

20 the services to service the growth. 

A 	Yes. 

MS. NICHOLS: Objection. Calls for 

speculation. 

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

knowledgeable from the Department of Taxation on the 

Case No. 66851 
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1 history, and I'm asking you about the history of this 

2 bill. 

3 	 MS. NICHOLS: Actually, you were making a 

4 statement and asking whether or not she agreed with it. 

5 Do you want to read the question back again? 

6 	 MR. VELLIS: It's called a leading question, 

7 and it's allowed since you're the defendant and I'm the 

8 plaintiff. 

	

9 	 MS. NICHOLS: Actually, I believe that this 

10 is direct exam, and I've given you a lot of leeway. 

11 But do you want to reread the question? 

	

12 
	 MR. VELLIS- No. I think we got the answer. 

13 BY MR. VELLIS : 

	

14 
	

You understood my question when I asked it? 

	

15 
	

A 	Yes. 

	

16 	 .And you answered it accordingly? 

	

17 
	

A 	Yes. 

	

18 
	 You said that one of the things they wanted 

19 to do was make the disbursement neutral, so that no 

20 entity was harmed. Is that correct? 

A 	Yes. 

And what did you mean by that? 

A 	They wanted to create a formula for 

distribution that was essentially based a 

believe it was the average of the two prior years' 

Case No. 6685 

21 

22 

23 

24 

25 

MOLEZZO REPORTERS 775.322.3334 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

11 

12 

13 

14 

15 

16 

33 

distribution. 

Q 	And the part about no entity being harmed, 

what did you mean by that? 

A 	That no entity would lose money in this 

redistribution. 

And when you say "entity," you're talking 

about entities that existed at the time that the C-Tax 

was instituted? 

A 	Yes. 

So, basically, they were trying to make sure 

there was a maintaining of the status quo? 

	

A 	Yes. 

So, in essence, they were protecting those 

entities that were in existence, to make sure that they 

got what they had previously gotten. Correct? 

MS. NICHOLS: Objection. Assumes facts. 

17 	 THE WITNESS: I'm not sure I understand your 

18 word "protecting." 

19 BY MR. VELLIS: 

20 	Q 	They wanted to make sure they still got the 

21 same amount of money that they had gotten in the two 

22 previous years and that they weren't harmed by the 

23 institution of the new C-Tax. 

	

A 	Yes. 

But as to any new entities entering into the 

Case No. 668511 
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1 you have the section that does all the budget reviews -- 

2 do they look at the budgets to determine whether or not 

3 the services necessary for the particular local 

4 government entity are adequately funded by the budgets 

5 for the cities? 

6 	A 	No. 

7 
	

You don't? 

8 	A 	We don't make judgment calls on that. We 

9 look at whether there are sufficient revenues to cover 

10 the expenses that they have identified. 

11 
	

In relation to the C-Tax, do you ever look -- 

12 your department, does it ever look at the different 

13 budgets of the different cities that are similarly 

14 situated -- population wise, assessed value wise -- to 

15 make sure that the C-Tax is being distributed on a fair 

16 basis as to these similarly situated cities or local 

17 governments? 

A 	What do you mean by "fair basis"? 

I mean that they're equal or close to equal 

in the amounts of distributions that they receive in 

C-Tax. 

A 	No. 

That's not something you're supposed to do? 

A 	Correct. 

So when your people in the budget department 
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look at stuff, they're not looking qualitatively to see 

if it looks fair or if the C-Tax that everybody's getting 

makes sense or anything of that nature. 

A 	That's correct. 

You're just looking at the numbers and making 

sure that that local government's got enough money to pay 

for whatever it's planning on doing. 

A 	Yes. 

And is there anything in the statutes or 

anything else that would allow the Department of Taxation 

to do that kind of qualitative analysis, to look and say 

this doesn't seem right; one city here that had huge 

population growth and huge assessed value growth is not 

getting a significant increase in the C-Tax to support 

the new services they probably need? 

A 	Not in that particular context. There is a 

17 statute that requires us to look at a redistribution of 

18 C-Tax when there is a decline in assessed value and 

19 population. 

20 	Q 	And I do want to ask you about that later, 

21 but is there a similar type of statute that allows the 

22 Department of Taxation to make a determination that you 

23 have a local government that is growing significantly in 

24 population, significantly in assessed value,  and needs an  

25 increase in their C-Tax distribution? 

Case No. 6685 
JA 

MOLEZZO REPORTERS 775.322.3334 



1 

2 

3 

4 

5 

6 

7 

8 

9 

1 0 

1 1 

40 

were talking about. One is the cooperative agreement 

between White Pine County and Ply. Was there a period of 

time where White Pine County was taken over by the 

Department of Taxation? 

A 	Yes. 

When was that? 

A 	2005 to 2009. 

And when was this cooperative agreement 

between White Pine and Ely? Was that during the same 

period of time? 

A 	Yes. They had done this for years prior to 

12 the takeover and continue to do it to this day. 

13 	Q 	Was the cooperative agreement something that 

14 the Department of Taxation worked on for White Pine 

15 County with Ely? 

16 	A 	No, it was already in existence. We 

17 participated in meetings during the times that we-were 

18 there, to insure that it continued. 

19 	Q 	But the actual agreement between Ely and 

20 White Pine preexisted the Department of Taxation taking 

21 over White Pine County? 

A 	Yes. 

Are you aware of any local governments 

24 getting any adjustments to their C-Tax distributions 

251 since the time the C-Tax was instituted? 
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A 	Yes. 

Who? 

A 	I believe by law, in the early 2000s, the 

City of Henderson received an adjustment of $4 million. 

Anybody else? 

A 	There is somebody else, but I'm trying to 

think who it was. 

North Las Vegas? 

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

remember now. 

In the Henderson situation, do you know 

whether the Department of Taxation made any kind of 

recommendation on whether or not Henderson should or 

should not receive an increase in their C-Tax 

distribution? 

A 	I do not know. 

Do you know whether or not, in order to 

18 receive the $4 million increase in their C-Tax 

19 distribution, Henderson took on any new services that 

20 they had to perform? 

21 	A 	I believe -- I do not know. 

And as to any other increases, do you know 

41 

22 

23 whether the Department of Taxation made any 

24 recommendations on any other local governme 

25 sought an increase in their C-Tax distribution? 
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1 	A 	I'm not aware of any. 

2 	Q 	And the other entity that received an 

3 increase that you can't recall, do you know whether that 

4 entity took on any new services in order to receive the 

5 increase in their C-Tax distribution? 

6 
	

A 	I don't know. 

7 
	

In relation to any kind of service levels 

8 that are performed by local governments, has the 

9 Department of Taxation ever done any studies or 

10 investigations to correlate the service levels with the 

11 C-Tax allocations to particular local governments? 

12 
	

A 	No. 

13 
	

Have they done anything to determine, 

14 investigate, look at, report on whether or not the C-Tax 

15 allocations to a particular local entity are sufficient 

16 for the services that need to be rendered by that local 

government 

A 

entity? 

No. 

Does the Department of Taxation even review 

17 

18 

19 

20 

21 

22 

23 

24 

25 

the service levels that are provided by local government 

entities? 

A 	No. 

You said previously your understanding was 

that in order for a new government entity to get an  

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

MS. NICHOLS: Objection. Assumes facts. 

THE WITNESS: I'm not aware, in the context 

of that -- 

BYNER. VELLIS: 

Let me ask you this way: If a governmental 

entity wants to ask for an increase in their allocation, 

is there a process through the Department of Taxation 

that they go through in order to request that? 

A 	Yes. 

Tell me what it is. 

A 	NRS 354.598747, the process is that if 

there's an existing government that takes on the function 

of another government, they request the Nevada Tax 

Commission, usually through a resolution of the governing 

body, and then the executive director considers that 

request. 

And the executive director, does he or she 

then make a recommendation regarding that request? 

A 	Yes, the executive director will. If in fact 

21 there is a function that has been taken aver, then 

22 there's a formula that's in that statute. 

And who does that recommendation go to? 

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

251 a new entity, and it goes to the Committee on Local 
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1 Government Finance, but I don't believe the Committee on 

2 Local Government Finance is involved in the Chapter 354 

3 statute. I think it's just approved by the tax 

4 commission. 

5 	Q 	And if the tax commission doesn't approve it, 

6 then it's just -- 

7 	A 	It's dead. 

8 	Q 	And you said that in order for the -- is it 

9 the executive director of the Department of Taxation that 

10 does it? 

11 
	

A 	Yes. 

12 
	

For him or her to do that, then the entity 

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

14 another government in order to make that request. 

15 
	

A 	Yes. 

16 
	

And if you have a new entity that wants to 

17 make that request -- a new entity, not an existing 

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

19 	A 	That's under NRS 360.740, and that process 

20 is, again, to make a showing that they are providing 

21 these services -- they have to provide the police service 

22 and two of the three others -- then they go to the 

23 Committee on Local Government Finance and the Committee 

24 on Local Government Finance makes that recommendation. 

25 If they don't make a recommendation, it dies right there. 
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THE WITNESS: There would be money taken 

away, but they also wouldn't have to provide that 

service. I mean, if a new entity is taking over a 

service, we're trying to match the service with the 

revenue stream. 

BY MR. VELLIS: 

But within that county, if a new entity comes 

in and decides to take on police power, somebody else in 

that county is going to have a reduction in their 

allocation. 

A 	That's correct. 

And the reason for allowing them to complain 

is that, one, either the new service being requested by 

the new government is excessive, or two, perhaps they're 

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

service being provided and allocation to that new entity. 

MS. NICHOLS: Objection. Assumes facts and 

calls for speculation. 

THE WITNESS: I don't know. 

BY MR. VELLIS: 

You don't think that's a possibility? 

A 	It's a possibility. 

And we covered some of this. When you're 

24 doing the budget reviews that you do, do you determine 

25 what C-Tax money is being spent on? 
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A 	No. 

Do you know what it can be spent on? 

A 	It's my understanding that C-Tax goes into 

the pot and mixes in with all of the other revenue 

sources. 

0 	So as far as the Department of Taxation 

understands it, the C-Tax money is not designated 

specifically for one or a group of services. 

A 	That's correct. 

So the entity that receives the C-Tax can 

spend it in any manner, way, shape, or form they decide. 

A 	Correct. It's not a special revenue or 

dedicated revenue. 

And does the Department of Taxation do 

anything to review the budgets to determine how the C-Tax 

is being spent by any particular entities? 

A 	No. 

Does the Department of Taxation have any care 

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

20 	 MS. NICHOLS: Objection. It assumes that the 

21 Department has feelings. 

22 	 MR. VELLIS: I will stipulate that the 

23 Department of Taxation probably doesn't have any 

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

25 me, but I don't think we want to get into that. 
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BY MR. VELLIS: 

You understand my question, don't you? Is it 

something that is in the direction of the Department of 

Taxation to look at and make a determination as to 

whether or not C-Tax money is being spent in a certain 

manner within a certain local jurisdiction? 

A 	No. 

And if they want to spend it on whatever they 

want to spend it on, then it's okay with the Department 

of Taxation and they're not going to interfere. 

A 	Correct. 

12 	Q 	Unless they're doing something illegal, or 

13 even then, maybe not. 

14 	A 	When you say illegal, what we 	looking for 

15 is compliance with the Local Government Budget and 

16 Finance Act. 

17 	Q 	And in that particular case, in reviewing the 

18 budgets, if you -- "you" being the Department of 

19 Taxation -- spot something that's an infraction of that 

20 act, then what do you do? 

21 	A 	Then we notify the local government after 

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

23 lack of compliance with whatever it is and ask for the 

24 budget to be corrected. 

So you have -- at least in relation to that • 
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statute, you have some oversight responsibilities in 

relation to budgets of local governments. 

A 	Yes. 

But as to the C-Tax and how that's working, 

you don't have any oversight responsibilities to make 

sure that it's working correctly. 

A 	Correct. 

We were talking before about -- when you look 

at the budgets, the Department of Taxation is concerned 

with making sure that the local governments live within 

their budgetary constraints. Correct? 

A 	Yes. 

In doing that, do you look at a particular 

local government to determine that there's enough money 

for the service needs of that county or local government? 

A 	No. 

So all you're worried about is, whatever 

they're doing, do they have enough money? 

A 	Yes. 

So if they're not providing enough services 

21 or if the services are inadequate within the county, does 

22 the Department of Taxation do anything about that? 

A 	No. 

We talked earlier about trying .t gtt  

25 increase and there's not a particular statute, but there 
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is a statute to decrease. Correct? 

2 	A 	Yes. 

3 	Q 	What's your understanding of that statute? 

4 	A 	my understanding is that if a local 

5 government, for three years in a row, has a decline in 

6 assessed value, in population, that the executive 

7 director will consider redistributing the C-Tax. 

	

8 	0 	And how would you go about doing that? How 

9 would the executive director go about doing that? 

	

10 	A 	I believe it's formula-based, and I really 

11 can't speak to that. 

	

12 	Q 	And has the executive director, since the 

13 inception of the C-Tax up until today, ever made any such 

14 recommendation for a decrease? 

	

15 	A 	I recall about a decade ago that -- after the 

16 statute, of course -- that there may have been some local 

17 governments that might have met that criteria, but I 

18 believe the Department declined to make the change. 

	

19 	Q 	Does the Department just unilaterally make 

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

21 change is made somewhere else? 

	

22 	A 	Well, I believe it goes to the tax 

23 commission. 

And in this situation approximately  10 years 24 

25 
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1 to make a recommendation -- 

2 
	

A 	I don't recall. 

3 	Q 	Do you know if they've done anything recently 

4 to look at any local government to see if a decrease in 

5 allocation would be required? 

6 	A 	I believe that the Department, in the 

7 statistics section, routinely looks at those figures. 

	

8 	Q 	And do you know if they've made any such 

9 recommendations in the last five years? 

	

10 	A 	I'm not aware of any recommendations. 

	

11 	Q 	Who makes the decision as to whether or not 

12 they're going to make a recommendation for a decrease? 

	

13 	A 	I believe the executive director. 

	

14 	Q 	And who's the executive director now? 

	

15 	A 	Chris Nielson. 

	

16 	Q 	How long has he been the executive director? 

	

17 	A 	About a year and a half, two years. 

	

18 	Q 	Who was it before that? 

	

19 	A 	Before that, it was Bill Chisel. 

And how long was he the executive director? 

A 	About six months. 

Just only six months? 

A 	Six to nine months. 

And who was it before that? 

A 	Before that, it was Dino DiCianno. 
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1 	A . Probably Marian Henderson and the executive 

2 director. 

	

3 	Q 	nd the same situation exists in Boulder 

4 City. So if I asked you the same questions, why you've 

5 had increases in C-Tax revenues -- 

	

6 
	

A 	I don't know. 

	

7 	 -- when you've had three years of assessed 

8 value loss and population loss, that's not something you 

9 could testify to on behalf of the Department of Taxation? 

	

10 
	

A 	That's correct. 

	

11 	 MS. NICHOLS: Can you clarify, when you're 

12 saying "that's correct," that that not something you 

13 could testify to? 

	

14 	 THE WITNESS: That's not something I could 

15 testify to. 

BY MR. VELLIS: 

In your position, are you aware of what taxes 

local governments use to finance their services? 

A 	Yes. 

What are the sources of financing the 

services for a local government? 

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

sources. 

Anything else? 

A 	In the nature of taxes, those are the two 
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1 primary ones. There are, of course, fines and 

2 forfeitures, there are transfers in, there are payments 

3 from the federal government and the State, but for taxes, 

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

5 	 I'm sorry. There are also distributions from 

6 the net proceeds tax, depending on the county. 

7 	Q 	And is there a limitation on the property tax 

8 rate in the state? 

9 	A 	Yes. 

10 	Q 	And what is that? 

11 	A 	Well, constitutionally, it's no greater than 

12 $5 per hundred dollars of valuation, but statutorily 

13 that's reduced to $3.64, plus two cents in an override. 

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

15 	A 	I'm sorry, I don't. But you can find it 

16 online in the Red Book. 

17 	Q 	And what's the Red Book? 

18 	A 	The Red Book is a euphemism for the local 

19 government tax rates. It's a pUblication from our 

20 department that shows all of the tax rates of all the 

21 local governments. 

22 	Q 	Since the two major sources of funding for 

23 local governments are the property tax and the C-Tax, 

24 would the Department have any concern regarding an entity 

25 that has grown for 10 years at a rate of 126 percent in 
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1 population and over a hundred percent in assessed value, 

2 whose C-Tax is now $170,000? 

3 	A 	No. 

4 	Q 	Why not? 

5 	A 	Because, as we discussed before, we're in the 

6 business of administration of the tax and we insure that 

7 it's collected properly and distributed according to 

8 statute. 

	

9 	Q 	Are you concerned at all, as the Department 

10 of Taxation, that the taxpayers in the city of Fernley 

11 are perhaps not getting their fair share of the tax 

12 dollars that they're spending in relation to the C-Tax? 

	

13 	A 	Once again, we're concerned with the 

14 administration of those taxes. 

	

15 	Q 	So whether or not the taxpayers are receiving 

16 a sufficient return on their tax dollars is not the 

17 concern of the tax department? 

	

18 	A 	That's correct. 

	

19 	Q 	nd if the service levels that the City of 

20 Fernley receives is millions of dollars less than other 

21 cities with similar populations, then that doesn't 

22 concern the Department of Taxation either? 

	

23 	A 	That is not one of our duties. 

24 	Q 	Who is concerned? Do you have any  

25 understanding? 
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A 	My belief is that those concerns should be 

given to the Legislature. 

0 	And if the Legislature refuses to act, then 

the taxpayers of the city of Fernley is just where they 

are. 

A 	The city has to live within its means. 

So even though the C-Tax's stated goal is to 

have revenues follow growth, if Fernley grows in assessed 

values in the last 10 years of over a hundred percent and 

its population has grown by over a hundred percent in 

that same ten-year period and they receive an increase of 

only $79,000 in C-Tax, while a similar city with a 

population of about the same and assessed values about 

the same, but only grows by 57 people over a ten-year 

period and gets an increase of $1.6 million, that's okay 

with the Department of Taxation in relation to the 

taxpayers of the city of Fernley? 

MS. NICHOLS: Object to the form of the 

question. 

THE WITNESS: The Department has no opinion 

on that. We're only concerned with the proper 

administration of the tax. 

BY MR. VELLIS: 

Is the Department of Taxation not concerned 

25 at all with the taxpayers that pays the taxes? 

Case No. 668511 
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1 	A 	The Department is concerned that the taxes 

2 are properly administered. 

	

3 	Q 	And as to the actual welfare of the taxpayers 

4 that pay the taxes, that's not part of your concern? •  

	

5 	 MS. NICHOLS: Objection to the form of the 

6 question, asked and answered. It's also argumentative. 

	

7 	 But you can answer, if you know. 

	

8 	 THE WITNESS: The Department is very 

9 concerned that the taxes are properly administered. 

10 BY MR. VELLIS: 

	

11 	Q 	But whether or not taxpayers that pay into 

12 the system are receiving the benefit and the services 

13 that they should get from those taxes, that's not 

14 something that the Department concerns itself with? 

	

15 	A 	We rely on the Legislature to determine those 

16 questions. 

	

17 	Q 	The Department of Taxation testifies before 

18 the Legislature, doesn't it? 

A 	Yes. 

In fact, you told me earlier that's one of 

the things you do now, is you testify. Correct? 

A 	Yes. 

And if you, as the Department of Taxation, 

saw a situation that seemed to have an unfair balance as  

to where the tax dollars were going regarding services, 
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1 joshua J. Hicks, Nevada Bar No. 6679 
Claik  V. Valls, Nevada Bar No. 5533 

2 BROWNSTEIN HYATT FARBER SCHRECK, LLP 
50 West Liberty Street, Suite 1030 

3 Reno, Nevada 89501 
Telephone: 775-622-9450 

4 Facsimile: 775-622-9554 
Email: jhioks@bhfs.com  

5 Email: cvellis  blifs.com  

6 Brandi L. Jensen, Nevada Bar No. 8509 
Fernley City Attorney 

7 OFFICE OF THE CITY ATTORNEY 
595 Silver Lace Blvd. 

8 Feniley, Nevada 89408 

9 Attorneys for the CIO/ of Fernley, Nevada 

10 
	

DI THE FIRST JUDICIAL DISTRICT COURT 

11 
	

OF THE STATE OF NEVADA IN AND FOR CARSON CITY 
PT_ 

12 CITY OF FERNLEY, NEVA.DA, 
NeVada munioipal corporation, 

13 
Plaintiff 

14 
V. 

.15 
STATE OF NEVADA ex rel. THE NEVADA 

16 DEPARTMENT OF 	TAXATION; THE 
HONORABLE KATE MARSHALL, in her 

17 

	

	official capacity as TREASURER OF TUE 
STATE OF NEVADA; and DOES 1-20, 

18 	inclusive, 

Case No 12 DC 00168 1B 

Dept. No.: I 

Defendants, 

NEVADA LEGISLATURE, 

Intervdnot. 

NOTICE OF DEPOSITION OF ME PERSON MOST KNOWLEDGEABLE OF 
THE NE'VADADEPARTMENT OF TAXATION  

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

and, 

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

28 

Defendant Nevada Department of Taxation. 
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SUBJECT MATTER: See Attachment "A". 

DATED this  t4'  day of October, 

ioshua .T. 	, evada Bar No. 6679 lT. 

Clark/V. yellis, Nevada Bar No. 5533 
50 West Liberty Street, Suite 1030 
keno, Nevada 89501 
Telephone: 775-622-9450 

for the City ofFemley, Neivekt 

01j342q601\10729740.1 	 2 

1 	PLEASE TAO NOTICE that at 9:30 a.m. on Monday, Noveinber 4, 2013, at the la.w 

offices of Smith & Harmer, Ltd., 502 NOrth Division Street, Carson City, Nevada 89703, 

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

4 'rip-wledgeable of the NOvatia Department Of Taxation regarding the subject(s) set forth below, 

5 upon oral exathihatibil, pursuant to Rule 26 and Rule 30 e the Nevada Rules Of Civil 

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

7 administer oaths. 

8 	Oral eXamination will continue from day to day until completed. You are invited tO 

attend and cross-examine. 9 
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ATTACHMENT "A" 
to the Notice of Deposition of the PMK for the Department of Taxation 

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

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

DOES 1-20, inclusive, Defendants, 
'NEVADA LEGISLATURE, Intervenor 

Case No.: 12 OC 00168 IB 
Dept. No.: I 

SUBJECT MATTER: 

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

2. The relationship between C-Tax distributions and local gp -vemunent service 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 (Tax distribution s and government services provided by C-Tax 
recipients. 

4. Any adjustment or request for adjustment to the C-TaX distributicm of a C-Tax recipient and the 
basis for any such decisions. 

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

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

7. The criteria utilized to set, and the continual setting of, Mlocationg of C-Tax diStributions to C- 
Tax recipients. 

8. History Of enactment and enforcement of C-Tux 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 recepients since the enactment of said C- 
Tax. 

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

13. Your Answer to Plaintiff's Complaint and the factual basis of your affirmative defenses 144. 

14. Any and all communications betvieen you and the City of Fernley Incoinoration Committee.  
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1 	 CERTIFICATE OF SERVICE 

2 	I BEREBY CERTIFY that I am an enjpioye of l3RQWNSTEIN HYATT FARBER 

3 SCHRECK, LLP, and that on this  S 	of October, 2013, I caused to be served via 

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

5 Depositiort of the Person Most Knowledgeable of the Nevada Department of Taxation 

6 properly addressed to the following: 

7 
Andrea .NiChols, Escp; 

8 5420 Kietzke:Lane, Suite 202 
Reno, Nevada 89511 
OnicholsgagaW.gbv 

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

12 J. Daniel Yu, Esq. 
dan.yugch.state.nv.us  
Legislative CQTITISP1 Bureau 
401 South Carson Street 
Carson City, Nevada 89701 
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1 JOshaa J. Hicks, Nevada Bar No. 6679 
Clark V. Vellis, Nevada Bar No. 5533 

2 BROWNSTEIN HYATT FARBER SCHRECK, LLP 
50 West Liberty Street, Suite 1030 

3 RellQ, Nevada 89501 
Telephone: 775-622-9450 

4 FacSimile: 775-622-9554 
Email: jhicks@bhfs.com  

5 Email: cvellisabhfs.com  

6 Brandi L. Jensen, Nevada Bar No. 8509 
Feder City Attorney 

7 OFFICE OF THE CITY ATTORNEY 
59.5 Silver Lace Blvd. 

8 Fernley, Nevada 89408 

Attorneys. fOr the. City of Fernley, Nevada 

IN ,I'HI FIRST JUDICIAL, DISTRICT COURT 

OF THE STATE OF NEVADA IN AND FOR CARSON CITY 

CITY OF FERNLEY, NEVADA, a 
	Case No.: 12 OC 00168 1B 

Nevada municipal covoration, 

Plaintiff, 
	 Dept. No.: I 

V. 

STATE OF NEVADA ex rel. TEE 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 THE PERSON MOST  
KNOWLEDGEABLE OF THE NEVADA DEPARTMENT OF TAXATION 

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

and, 

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

Defendant Nevada pepartmont of Taxation. 

/I/ 
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1 	PLEASE TAKE NOTICE that at 9:30 a.m. on Wednesday, November 13, 2013, at the 

2 law offices of Smith 8;c Harmer, Ltd., 502 North DiviSion Street, Carson City, Nevada 89703, 

3 Plaintiff City •of Fernley, Nevada will take the oral deposition of the Person 'Most 

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

5 -upon oral examination, pursuant to Rule 26 and_ Rule 80 of the Nevada Rules of Civil 

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

7 administer oaths. 

8 	Oral examination -will continue from da.y to day until completed. You are invited to 

attend arid cross-examine. 

SUBJECT MATTER: See Attachment "A". 

DATED this  ler/   day of October, 

TN HIVAlt FARIAR AIRECK, LLP 

5glula JAI= ev=.T7-1. a Ciri:16-74  
dark V. Vellis, Nevada Bar No. 5533 
50 West Liberty Street, Suite 1030 
Reno, Nevada 89501 
TeIephone: 775-, 622-9450 

Attorneys:for the Cily of Fernley, NeVerdir 
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10 Brenda I. Erdoes, Esq. 
11 Kevin Powers, Esq. 

kpowers@lcb.state.nwus 
12 J. Daniel Yu, Esq. 

dan.yugcb.state.nwus 
Legislative Counsel Bureau 
401 South Carson Street 
Carson City, Nevada_ 89701 
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CERTIFICATE OF SERVICE  

2 
	

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

3 SCHRECK, LLP, and that on this 2- 	f October, 2013, I caused to be served via 

4 electronic mail and U.S. Mail, a true •and corred copy of the above foregoing Amended Notice of 

5 Deposition of the Person Most Knowledgeable of the Nevada Department of Taxation 

6 properly addressed to the following: 

7 
Andrea Nichols, Esq., 

8 5420 Kietzke Lane, Suite 202 
Reno, Nevada 89511 
anichols@ag.nv.gov  
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ATTACHMENT `GA" 
the Amended Notice of Deposition of the PMI( for the Department of Taxation 

CITY OF FERNLEY, NEVADA, a Nevada municipal corporation, Plaintift 
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 pc 00168 1B 
Dept No.: I 

SUBJECT MATTER: 

1. The local government tax distribution accotmt Or C-Tax system and the collection and 
distribution of taxes created pursuant to and defined by NRS 360660. 

2. The relationship between (:.Tax distributions andlocal .governine.nt service 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 goverm.nents, Teview of service levels in telation 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, 

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

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

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

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

7. The criteria utilized to set, and the Continual setting of, allocations of C-Tax cligributions to C-
Tax recipients. 

8. History a enactment and enforcement of C-Tax and SB 254, 

g. 	Legislative oversight of C-Tax sinee its enactment. 

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

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

12. Review and analysis of local gOVernment hi -Cites in reloion to diarib-ations: to C2rax recipients 
since enactment of the C-Tax.. 

13. Your Answer to Plaintiff's Complaint and the factual basis of your grin -native defenses .1-14. 

14. Any and all cortmtunications between yonand the City of Fernley Inem 

0153421006M 07.3.7t59,1 
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STATE OF NEVADA 

OFFICE OF THE ATTORNEY GENERAL 
5420 Kietzke Lane, Suite 202 

Reno, Nevada 89511 

CATHERINE CORTEZ MASTO 
	 KEITH G. MUNRO 

Attorney General 
	 Assistant Attorney General 

GREGORY M. SMITH 
Chief of Staff 

November 14, 2013 

Joshua Hicks, Esq. 
Clark Vellis, Esq. 
Brownstein Hyatt Farber Schreck, LLP 
50 W. Liberty Street, Suite 1030 
Reno, NV 89501 

Via e-mail: jhicks@bhfs.com  
and cvellis@bhfs.com  

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

Gentlemen: 

I assumed in error that Marian Henderson would be the person most 

knowledgeable on all of the subject matter listed on Attachment "A" to the Amended 
Notice of Deposition of the Person Most Knowledgeable of the Nevada Department of 
Taxation. Please be advised that Terry Rubald is the person most knowledgeable for 

the subject matter that Ms. Henderson did not respond to with respect to the topics 
designated under 2, 5, 6 and 8, and Warner Ambrose is the person most 

knowledgeable for the subject matter that Ms. Henderson did not respond to with 
respect to the topics designated under 11, 12 and 14. Ms. Rubald is available for 

deposition on December 2, 3, 4, 9, 11 or 12. Mr. Ambrose is also available on those 

dates, with the exception of the morning of December 9. 

Also please be advised that the majority of the subject matter listed • in 
Attachment "A" to the Amended Notice .  of Deposition of the Treasurer of the State of 

Nevada is not within the scope of work performed by the Treasurer's Office. For this 
reason, I expect the deposition of the Person Most Knowledgeable from the Treasurer's 
Office will be quite brief. 

In an effort to save time and expense, I did check to see if Mr. Ambrose and Ms. 

Rubald would be available tomorrow for deposition after you deposed the Person Most 
Knowledgeable of the Treasurer's Office. Unfortunately, both of them have conflicts. 

We would be amenable to attempting to reschedule the depositior 	  

Knowledgeable of the Treasurer's Office to the same date as the continued deposition 

Case.-1648--54- 
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By: 
ANDREA NICHOLS 
Senior Deputy Attorney General 
5420 Kietzke Lane, Suite 202 
Reno, Nevada 89511 
(775) 688-1818 

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

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

Thank you in advance for your continued courtesy and Cooperation. 

Sincerely, 

CATHERINE CORTEZ MASTO 
Attorney General 

AHN:rIc 

c: 	Kevin Powers (via email: .kpowers@lcb.state.nv.ut)  
Dan Yu (via email: dan.yu@lcb.state.nv.us)  
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IN THE FIRST JUDICIAL DISIRICT COURT 

OF THE STATE OF NEVADA, IN AND FOR CARSON crry 

--000-- 

1 

2 

3 

4 

5 CITY OF FERNLEY, NEVADA, a 
Nevada municipal corporation 

6 
Plaintiff, 

7 
VS. 

8 
STATE OF NEVADA ex rel. THE 

9 NEVADA DEPARTMENT OF TAXATION; 
THE HCNORABTR KATE MARSHALL, 

10 in her official capacity as 
=SURER OF THE STATE OF NEVADA; 

11 and DOES 1-20, inclusive, 

12 	 Defendants. 

13 NEVADA LEGISLATURE, 

14 	 Intervenor. • 

15 
Pages 1 to 67, inclusive. 
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CERTIFIED C Pqm° 
Case No. 12 OC 00168 1B 

Dept. No. 1 

DEPOSITION OF WARNER AMBROSE 

Thursday, December 12, 2013 

Carson City, Nevada 
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Romona Malnerich 
Nevada CCR #269 
California CSR #7526 
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REPORTED BY: 

Case No. 66851 
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22 

1 said, "If somebody's going by the employment security 

2 agency, see if there '. s any state jobs." This is the only 

3 place I heard from. They sent me the app. 

4 	Q 	And what was the first job you had with the 

5 State of Nevada? 

6 
	

A 	I was a sales tax auditor. 

7 
	 And that was with the Department of Taxation? 

8 
	

A 	Yes, sir. 

9 
	

What did a sales tax auditor do back in 1988? 

10 
	

A 	It was pretty much the same as one does now. 

11 We're provided with a list of -- well, the criteria has 

12 changed, but at the time, I was provided a list by my 

13 supervisor of companies that needed to be audited for 

14 compliance with the sales and use tax laws. So, from 

15 that list, it was up to me to make the appointments, do 

16 the work, prepare a report, and then submit it. If the 

17 company owed the State any money, then at that time -- 

18 when I first started, the report was submitted to Carson 

19 City and then a bill was sent to the taxpayer. 

20 	 And how long did you do that for? 

21 
	

A 	Until October 1995. 

22 	Q 	And in 1995, how did your job situation 

23 change? 

24 	A 	I transferred from the audit division to 

25 where I am now, local government finance. 
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