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The sixth meeting of the Sena~ Coalnf.ttee on Taxation we.a called to order at 
4:30 p.m., Monday, Febiuary 27 1 1967, in COIDlllittee Room, 50, State Capitol, 
by Clud.rman Gfbson. All eomraf.ttee members were pre•eat. Also pre••nt were 
repreaentativea of the gaming industry, who, however, did not participate in 
the diaeuaeions. 

Chairman Gibson announced that tu coaaittee would not diaeuas Senate Bill 25, 
sbOWn on tlw agenda for th• IIIQeting, dnee the int,:oducer. Senator Titlow, is 
in the p~oeats of having the bill amended. 

The Chail'JQan &tated that Gaming Conwiaaton repr•••ntativet had bean asked to 
meet with the eommittee regai-ding profitability study of the gaming induetry. 
He called ftret on Id aw.rs. Executive Secretary of the G.lffling COlll'l11aton9 
telling Mr. Bowers the Legislature needs to know how it ean assist with legis• 
latton f<n:' admia1•tration of the tax and whether the L•gial.ature should fix 
the basb of gaiq ta:us tlh-olly on ~ method or 1hould gradwilly shift 
from 006 m4thod to another. 

Mr. Bow6-ra p!'•aented f igur••• eo,,apUe.d stno the last ~tbig, f~r the year 
ending June 30• 1966: Tke Nevada GfflBing Coaanf.Hion then had 10$6 l:tcens•u••• 
of whi4h 778 U.4ett•ee• w.re in• toatrt•ted oategory; i.e., having 0•15 slot 
machines api•ee, with a total c,f 31 914 slot machine•. Of th•u 3,914 •chines, 
the atate realiMd in tax for the yur, $22-7,394, or $Si per atacld.ne pe:r y•ar. 
The remaitting 278 Ucenaea ._re considered to be mmr•ttrieted lieenaea, which 
provided in au•• of $15 million i'ft i.-nenwa. Mr. Bowe:-a uld the Commtsston 
had b$en as1Ml4 to comput• what the state would realin frm a alot maehine fee 
of $150 p•r annum per machine. E1i11d.naUn1 the rettrietted operators, who vould 
be ex~t. there would be 28.262 $lot machine• at $150 pet" yttar. or $4,239,000 
in tax. llimiutiug the $2.27,394 income now realized from reatricted opera
tors' maehiwaa, the net iner•an W41Nl"1 be $4,011,000. Sim.a.tor Gibaon asked 
if thia an.alyai• anticipated 4t1Y shrit\kage in the number of ma.•ines in opera .. 
tion. Mt!'. JJowtws said it did not. Mr. loweTS stated that at pre1iu:mt$ federal, 
county, and eity tuesi exelu1d.ve of the state pereenta,ge tmc, .a::mounted to 
$490 per machine per yeu in Lat Vagas. 

The Ch4irma:n felt it would be deaira.ble, in the :restricted cae.gory. t:o go to 
a flat rate for slot machines, from an admiutrativ• standpoint. Senator D~•• 
agreein&, asked Mr. Bowers whether th•re is more opportunity for skimming, 
w:lth slot muhines, than in better pol:f.eed areas cf gaming. Mr:. Bowers said 
there h; it's not eaay to audit slot machines, since thetr percentage of 
payoff can be changed so easily and ao often. 

Senator Dodge taia the eOllJllittee should consider a higher rate than $S8 per 
machine in the re.st'J;'ieted catego'fY. Mr. Bower• said the $58 represented 3% 
of the groas take of each machin•, and he felt the flat rate could be set 
substantially higher than $58.00. 

• 
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The Chairman asked if a bt'eakdown :t.s available showing the number of slot 
machi0$a ia the vaTious loeatiana throughout the state. Mr. Bowers said 
this infOJ:'uUttiOll ta in tha Commission'• biennial report and that he would 
get the report over to the committee the: next day. 

Mr. B~r• theM11lled on Mr. Dave Maleolm of the Gaming Commiaaion to review 
t;he surwy (Mt out in a letter with attached table) which Mr. Malcolm had 
mada as a n.sult ~f the Comm.sai0tt'a concewn over the Joe Ma.tuwa petition 
to iacreu. gaming taxe• 200% to 300%. The eurvey covered the reports of 
75 caeim>I who pay 96% of the total gamtn-g revenue. Th.18 means the bulk of 
the ravem.ie ad therefore the renewal fees cOJM from 75 eut of 1100 licens•••· 
Mr. Mal.;:01111 ••id the survey shwed th,.t the fede~al government, the state. 
and, t• opei-at.ors each got on.,..thir-d of the reftnue produced by gaming. In 
applying the Mttbws (ormula; h4l eaid the net result cm a statewide basis 
would l,e a lfla of $9 million.. Be said uud<n: exi,tlng rat••• 22 enterprises 
it'l the state a-re losing a littl4 ~; under the Mathews formula$ there would 
be 43 euch plU$111; 1w fea.rs .-n()WbaU effect ot lo••••· Mr. Maleolm felt the 
differen.u between the Lybrand lepo-rt re•ulta md the Coanuion's computations 
wa• due te the adjustments idie Lyht'and pe,opl• made• which tu Commission did 
not make. 

lli1U:l.lse!• :f6Uowed on ace.CNnting methods for determining licensees I profit&• 
hility or laek of profitahi.U.ty. 

The Ghait'i!UUl aaked Mr. llOWf.U:'s to eonsider, and let the eommittee kl\QW, whether 
th• !4gidatt.u:e CM h~lp the Cmami48i(.ffl. bl the way of giving the Comm:tsaton 
a-dd.ttional authoTlty or di-recttc,n to iuure that the COUlllission can provide 
the L•ti.slatu.r• the :lnfm.,nation it need.a in the future in detel'UJ,iniag tax 
rat••• He asked Mr. Bowe1rs t..o appear before the committee at 4:00 p.m. on 
Thur•day, March 2. to discuss the eabar•t tax. 

The at\ai:nsan etated he had tU.tked Ernie Newton, Chatman of the Nevada Tu 
Commistiou, to come over and discuss: 

· s.B. SOt A1"12Rt,.t Muttittate Tu: C!?!Eaet. tntrodugu !>,x tbiiJ, e~itt•.~• 

Mr. Newton stated two hills had been introduced, and bad died, in the lHt 
s•esion of Congrees, and one had be.en reintroduc4itt1 in both houses at this 
session, whose purpQse was to obviate a problem which interstate industry 
has suffered. wh•re activities of an interstate operation were taxed in both 
of two <rr more states, particularly in the income tax field, but also in the 
sales tu field. When the original bills were written, tb.ey provided for 
practically total federal douiinadon in the field of interstate, sales and 
interstat~ income. The reason given for the bills was that the states had 
failed te solv~ the problem; hence it was the reaponaibility of the federal 
government. The state tax administrators got toa•ther and 4-signed an inter
•tat:e compact, which is now part of s.:s. 50. The compact does not meet all 
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the objectit.ms th• federal i<1f$rn.Mnt has voicad to interstate taxation. 
but. it doea reaeh sufftcietit numbers of tho•• objections that it ia the r' 

28 belief ef mo,t state 1t'evt.nue tlepartmeute. tax commt,u,ion•, etc., that itfwill 
auff:teiendy fill the Vtl)id 10 that federal legialatioa will he unnecessary 
in that f1•ld~ One of the 1114'ljor advautag•• in Nevada woald be that credit 
would be allowed against our uae tu for sale• tu eollected in another state. 
lt could probably mean a loss te the Stat• of Nevada ot a& niuch ae $100.000 a 
year, hut this in turn would be a saving to Nevada taxpayers of approximately 
an equal •ouat because there b probably that much duplicate taxation of 
tangi'ble personal. p,:op4l'rty. 

The auditing concept in S. B. 50 could also save at least $100,000. Mt:. Newton 
said the Taz. Comm1esion bu an auditor in L<HJ Angeles; and a-ometime.s sends 
audit•r• to San P'rancitco and Chicago. but hat no auditing facil.ities in any 
other part of the. oQUUtry. Thue audits would be conducted oo a eooP4rat1.ve 
b.asb by th.a stata&, and the eoS-t of the audtu wqld be apportioned directly 
in relation to the re:venue. 

Mr. Neiwtcn said that by joining this compaet. Nevada could give Nevada manu
faetur•r& and distributor• the adva.nte.ge of this etate•e not having a st.a.ta 
income tax. He. said that. HAt ptuent. ainee intome is not taxed in Nevada, 
there is a scramble on th-e put of other states whieh do h•ve state in.come 
taxes, to get their sticky fingers mt that inceme made in Nevada. 11 

He said the form of tbe compact a,ets up a mechani&ffl for dealing with future 
interlilta.te taxation problemtt and thus tllakes it unnec•••sry forthe :federal 
g~rIUnent further to intrude in tu field. It would operate to the benefit 
of .tht· State of Nevada and to the ta~p4yert of the atate. Mr. Newton urged 
p.assage of the bill• '{it.bout •nf1!!nt.t since the bill is part of a uniform 
code. Re said the code hat be•n adopted by eight $t&tes and ta being con
sidered by 30 others~ including Nevada. 

Chairman Gibson asked what the actual fee to Nevada would be for belonging 
to tht- compact. Mr. Newton sa.id th<;! c-ost is the audit fee, which is directly 
tied to the revenue att~i~utabl~ to the audit. 

The Chairman stated there are other• who wish to be heard on thi8 'bill, eo it 
will M held ovu- for further hearing. 

The Chaii'IJWm said he had been given a joint re&olut:ion. (pr«pare.d by the 
Legislative Counsel at the request of County Ast•ae<n:'s) which propoaes to 
amend the Nevada Constitution tq exempt mobile horoea and trailers from property 
tu and instead assess them a• motor vehiclea. The cQUlllittee agreed to com
mittee introduction of this iuia,ure. 

The tne<i;ting adjourned at 5:45 p.m. 

Louise Glover• Secretary 

I certify that the foregoing minutes are co~rect. 

Senator James I. Gibson - Chairman 




