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NEVADA LEGISLATURE - 54TH SESSION 

SENATE TAXATION COMMITTEE 

Minutes of Meeting Held 
March 21, 1967 

The 18th meeting of the Senate Committee on Taxation was called 
to order Tuesday, March 21, 1967, at 4:10 p.m., in Committee 
Room 50, State Capitol, by the Chairman, Senator James I. Gibson. 

All committee members were present except Senator Brown, who 
entered the meeting at 4:17 p.m. 

Also present: 

Senator Clifton Young 
Assemblyman Frank Young 
Donald Johnson, Lutheran Church, Sparks 
Rev. Felix A. Manley, Federated Church, Reno 
Mr. Charles Munson, Gaming Association Industry 

of Nevada, Inc., Reno 
Mr. Robbins Cahill, Nevada Resort Association, 

Las Vegas 
Mr. Ed Bowers, Nevada Gaming Commission 
Mr. Cy Ryan, Newsman 
Two other persons, who did not participate 

in the discussions 

The Chairman announced that the first item to be considered was: 

S.B. 399: Prohibits gaming on premises where primary business 
is sale of groceries, drugs, or sundry items. 
Introduced by Senator Young by request. 

The.Chairman called on Senator Young, who introduced 
two proponents of the bill, Mr. Donald K. Johnson and 
the Rev. Felix A. Manley, both members of the CoDJ..1-
mittee for Human Awareness in a Gambling Economy 
(CHANGE). Mr. Johnson addressed the committee after 
distributing to members his ~~rch 21, 1967 statement 
in support of S,B, 399 (copy attached hereto). His 
address followed the outline In the statement. 
(Senator Brown arrived while~~. Johnson was speaking, 
at 4:17 p.m.) Rev. Felix Manley spoke next, pointing 
out that gambling in Nevada is a privilege, not a 
right, that the Legislature has the legal authority 
to abolish gambling, but that CHANGE is asking only 
that slot machines be kept out of grocery and drug 
stores. He felt that many visitors and residents I 
would be grateful for the privilege of shopping at 
stores where these devices are not located. He sub­
mitted to the Chairman three petitions which he said 
were from three churches, with 45, 7, and 28 signa­
tures, respectively, thereon. (Petitions are attached 
to Committee Secretary's copy of minutes.) 
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Questions by Senators Swobe and Brown and answers 
by Mr. Johnson and Rev. Mr. Manley. 

Senator Young and the proponents of the bill left 
the meeting at 4:38 p.m., after which there were 
present, in addition to the committee: Assemblyman 
Frank Young and Messrs. Bowers, Cahill, Munson, and 

-~"· Ryan. 

·73 

The Chairman then called on the committee to consider the actual 
mechanics of levying what the committee has decided to levy in 
the way of a gambling tax increase. He said he would like the 
committee to clear up this matter within the next day or so. 

Senator Brown said he had had a phone call from a route operator 
in Las Vegas. (A man who has slot machines in a number of estab­
lishments is known as a route operator.) Senator Brown and 
Mr. Bowers then discussed methods of taxing route operators 
and operators of casinos where route operators have slot 
machines. 

Senator Gibson then called to the committee's attention the copy 
each had been given of Mr. Bowers' March 21, 1967 letter (ad­
dressed to the Chairman), offering suggestions concerning ad­
ministrative procedures to be incorporated in legislation in 
connection with the collection of flat rate tax on slot machines 
in the restricted category. Mr. Bowers went over the letter, 
explaining the various suggestions it contains. (Copy of the 
letter is attached to Committee Secretary's copy of these 
minutes.) 

The Chairman then read to the committee a letter Senator 
Fransway had alluded to in talking with various committee 
members. The letter was from a man in Valmy, Nevada, protest­
ing a $150 tax per slot machine, but suggesting that $100 would 
be acceptable. 

The Chairman next called for consideration of: 

S.B. 411: Provides for flat rate license fees on limited 
numbers of slot machines. Introduced by Senator 
Swobe. 

Senator Gibson pointed out that the committee's 
motion (March 17) on gaming tax increases had not 
set out the amount of the flat rate tax to be fixed 
for restricted licensees, and that this should now 
be done • 

Mr. Bowers stated that S,B. 411 had been introduced, 
not as final legislation, but in order to get the 
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flat rate concept established. Senator Swobe con­
firmed this. Discussion followed between committee 
members and Mr. Bowers. 

The Chairman asked Senator Swobe to have the neces­
sary bill drawn up as a committee bill. There was 
a discussion as to the effective date of the bill. 
(During this time, at 5:05 p.m., a Mr. Nisely 
[spelling?] entered the meeting.) The Chairman 
asked Senator Swobe to take Mr. Bowers with him 
when he went to the bill drafter to have the bill 
drawn. 

The Chairman then called for the committee to get to the main 
~art of the gambling tax proposal, i.e., the amount of the tax 
increase for nonrestricted licensees. 

The ensuing very lengthy discussion covered: 

1) Slot machine taxes paid annually by slot machine operators, 
in addition to the present 3% gross income tax levied by 
the state: $250 federal tax, county tax, and city license. 
(In Las Vegas, operators pay $120 city license plus $120 
county tax; in county area of Clark County the operator 
IN EFFECT pays the county tax twice, so that the tax on 
machines in the county area is the same as on machines in 
Las Vegas, according to Mr. Cahill, who is not only the 
legislative representative of the Nevada Resort Associa­
tion in Las Vegas, but is also Clark County Manager.) 

2) The disparities involved in a flat rate tax on nonre­
stricted licensees. 

3) The possibility of combining a flat rate tax on devices 
with a gross tax on games. 

4) The problems of extraordinary expenses of promotion by 
large casinos versus small operators' pleas of handicap 
due to lack of volume. 

5) The possibility of charging every slot machine operator 
in the state $150 per machine, then giving the "nonre­
stricted11 licensees a break on the percentage tax increase. 
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6) The number of slot machines in operation in the state 
(24,348 as of June 30, 1966) and the amount of diminution 
that might be anticipated under the new flat rate tax. 

7) The advantage administratively of keeping the same per­
centage gross as at present plus whatever percent increase 
is decided upon. (This is Mr. Bowers' preference, from 
point of view of collection by the Commission.) 

The Chairman said apparently more study was needed by the com­
mittee before a decision could be reached, and stated another 
meeting would be held tomorrow at 4:00 p.m. 

The meeting adjourned at 5:50 p.m. 

Respectfully submitted, 

Louise Glover - Secretary 

I certify that the foregoing minutes are correct. 

Senator James I. Gibson - Chairman 
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IN SUPFORT OF S,B, 39, (Mareh ~l, 1967) 

The Committee for Human Awareness in a Gambling Econom (CHANGE) whole-
heartedly supports , a i 1 pro 1 ing gaming on premises where the 
primary business is the sale of groceries, drugs or sundry items, 

The bill does not affect any gaming lisences now in effect or their 
renewal. It does draw a definite line saying that no more gaming lisences of 
this nature will be issued. 

There are two basic thrusts of reasoning behind S.B. 399: first, it is an 
invi.tatien to social chaos, and secondly, this practice so flagrantly in the 
public eye even offends many who are not nonnally offended by gambling and 

-

reaps for Nevada a large amount ef unfavorable advertizing, s.B. 399 suggests that 
the direction of gambling toward drug and grocery stores is not in the interest 
of the public welfare or of the gambling industry as a whole. More specifically: 

1, Gambling in drug and grocery stores provides a needless and offensive 
expesure to juveniles. The legislature in legalizing gambling some 30 years ago 
accepted the fact that gaming contained potential dangers for those irnroature and 
lacking in wise judgement. Hence gambling was restricted to public use by 
adults only, even as is the present case with drin)dng alchoholic beverages. 

The recent action of the Legislature prohibiting gambling in the State 
Prison supports the understanding that only the mature can wisely deal with tha 
epportunity of gambling. 

With gambling in drug and grocery stores our children are daily confronted 
by "rr.cney making machines" befere they are mature enough to understand the full 
involvement and significance of trem. There are statistics in suicides, 
alehoholism, crime, and divorce that indicate Nevada has a possible problem with 
social chaos. This bill would support our children and youth until they are 
mature enough to make wise decisions of their own. 

2, Gambling d•vices when put in places of essential coll!llerce entice these 
least able to gamble to wager money intended and needed for basic living 
expenses. Evidently most people in Nevada accept gambling as a legitimate form 
nf recreation. But when placed indrug and grocery stores gambling becomes a 
temptation to lo~se money needed for a minimum standard of living, instead 
of being only a planned fonn of recreation. When gaming ceases to be a game and 
involves basic living expenses its social cost is high. 

J. Adequate control of small amounts of widely spread gambling is impessible. 
It encourages our pe~ple to ignore the laws for reporting the exact income f~r 
tax purpouses, and alltms for a very lax situation concerning juvenile participatien. 

For example, in Sparks last week, the Food King Market had no signs indicating 
that it was not acceptable for juveniles to play the slot machines, nor did the 
AHA Super store. In Skaggs I saw a young boy leaning against the machines his 
mother was playing excitedly waiting with his hand in the catch basin, There was 
no effort by the establishment to enforce the minor law. In contrast to this, 
casinos are equipped ~nth personnel to adequately comply with the present laws. 

4. Gambling devices mixed with toys, bread and tooth brushes encourages a 
bad image for Nevada. Ga.mbUng is a moral issue for many people, presently in 
Nevada they have nr, way to avoid it. People who disagree with gambling E!I'S 
constantly confrcnted by it as are our children. This seems to be a very poer 
public relations move t To our tourist friends it see ms to underline their 
misconceived idea that Nevadans don't give a dam about anything. 

S.B. 399 would clear this area of questionalble good for the future gr~th •f 
Nevada, 

Respeetfully submited, 
Donald K. Johnson, 
Member of the committee CHAl'KrE 
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March 21, 1967 

Honorable Ja~es I. Gibson 
Chairman, Committee on Taxation 
Nevada State Senate 
Carson City, Nevada 

Dear Senator Gibson: 

r--- · ss 

It is our understanding that the Senate Taxation Committee is now considering 
a flat tax rate to be applied to all slot machines in the "restricted" 
category (on those establishments having 15 or less machines). 

Since the Nevada Gaming Commission will no doubt be held responsible for 
the collection of these fees, which we understand are in lieu of percentage 
fees now in existance, we have attempted to explore the administrative 
procedures involved, and thus we offer the following as suggestions for 
consideration when preparing appropriate legislation: 

1) That fees shall be collected on a quarterly basis and will become due 
and payable on or before the 25th day of the month preceding the calendar 
quarter in which the machines are to be operated. This would facilitate 
the payment of quarterly fees in advance. 

2) Those locations approved for a gaming license within a calendar quarter, 
shall be charged the full quarterly fees for the number of slot machines 
approved prior to the issuance of the gaming license. 

If any licensee desires to enlarge his operations during a calendar quarter, 
he shall submit with his application for addition of slot machines the full 
quarterly fees for the number of slot machines for which he desires a 
license and shall be entitled to a credit thereon for quarterly fees he may 
have previously paid under this section for the same calendar quarter for 
a lesser number of slot machines. Due to the seasonal variance within the 
industry, it is generally recognized that establishments desire to increase 
their gaming operations during the summer months and reduce the number of 
slot machines in play during the winter season. 

3) A license fee payable pursuant to this section shall be based upon the 
entire number of slot machines so operating or to be operated and shall be 
paid by the licensee(s) of the location whether or not the slot machines are 
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owned by a "slot machine operator" as defined in Regulation 1.050, sub­
section 15. In many instances, numerous slot machine operators place 
slot machines into operation in a singular location; thus it becomes 
necessary to dovetail several individual reports for one location. There­
fore, this provision would place the responsibility of reporting and payment 
of fees on each location licensee and would eliminate administrative problems 
created by each slot machine operator's reporting separately. We are also 
informed that the State Gaming Control Board held meetings with various 
slot machine operators within the Las Vegas area who seem to be in accord 
with the flat rate concept. 

4) Any licensee failing to pay the license fee provided for in this section 
on or before the 25th day of the month preceding the calendar quarter in 
which slot machines are to be operated, shall pay in addition to such license 
fee a penalty of not less than $25 or 25 per cent of the gross amount due, 
whichever is greater. This section is consistant with the present penalty 
provided for untimely filing of quarterly reports. 

Hopefully, the foregoing will be helpful to you when considering this 
legislation. 

Very truly yours, 

&b'dcd 
Edward E. B 
Executive 

EEB/lb 
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-- "Fll:IiEATED CHURCH of RENO• NEV ADA • • ll'aroh 12. 1967 
I.EGISLATION ON GAJH)lG IN NEVADA 

To Make life more full and human for all Nevadans: 

1.No gaming license will be issued for any premises 
wherein groceries & drugs are sold for consumption 
by the general public. Yes (28); No ( ) 

2.No gaming establishment shall offer any prize,eroolu­
ment,reward,or enticement for patrons to cash their 
payroll or salary check in the establishment. 
Yes (28) ; No ( ) 

J.Implementing the recommendations of the Lybrand re-
port of Dec.16, 1966, Bulletin #68A: 

"The industry can bear some increase in gaming tax 
rates. Our projections indicate that an increase 
n the rate of gaming taxes: 

25'1, increase: industry would earn about 12% a 
year on capital. Yes (). 7 ) ; No ( ) 

50% increase: industry would earn about 11% a 
year on capital. Yes ( 6); No ( ) 

75% increase: industry would earn about lo% a 
year on capital. Yes ( 5 ) ; No ( ) 

"Opportunities do exist for improvement, both to 
minimize the chance of skillllling, and to provide 
for better management of the affairs of the 
industry." 

11 A program to achieve these improvements calls for 
the following action: 

"Establishment and enforcement of standards for 
better controls ,~thin the licensee organizations, 
particularly those controls which affect the handling 
of money and its equivalent. 11 Yes ( 26); No ( ) 

"Require licensee to adopt uniform methods of re­
porting their financial results. (This is common 
in most other re5ulated. industries.) Yes ( 28): No( ) ~ 

p 
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We the undersigned are in full agreement with S.B. 399 which states: 
"No license may be issued to any person, finn, partnership or 
corporation to operate any game or slot machine on a premises 
where the primary business conducted thereon is the sale of 
groceries, drugs or sundry items. This subsection does not require 
the cancellation or prevent the renewal of any license in force 
on the effective date of this act." 

We pettition for the pasaa.ge of s.B. 399: 1 
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We the undersigned, members of St. Paul's Episcopal Church in Sparks, Nevada, recommend 
that legislation be enacted by the Nevada State Legislature which will provide that: 

1. No gaming license will be issued for any premises wherein groceries and drugs 
are sold for consumption by the general public. <fr 

2. No gaming establishment shall offer any prize, emolument, reward, or enticement 
for patrons to cash their payroll or salary check in the establishment. 

3. Implement the recommendations of the Lybrand report issued December 16, 1966 
by the Legislative Counsel Bureau, particularly number four, on pages 13 and 14 
of the Summary, No. 68A. 
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We the undersigned, members of St. Paul's Episcopal Church in Sparks, Nevada, recommend 
that legislation be enacted by the Nevada State Legislature which will provide that: 

l. No gaming license will be issued for any nremises wherein groceries and drugs 
are sold for consumption by the general public. 

2. No gaming establishment shall offer any nrize, emolument, reward, or enticement 
for patrons to cash their payroll or salary check in the establishment. 

3. Implement the recommendations of the Lybrand report issued December 16, 1966 
by the Legislative Counsel Bureau, particularly number four, on pages 13 and 14 
of the Summary, No. 68A. 

MINle. 




