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MEMBERS PRESENT:

CHAIRMAN PRICE ASSEMBLYMAN BERGEVIN
VICE CHAIRMAN CRADDOCK ASSEMBLYMAN MARVEL
ASSEMBLYMAN CHANEY ASSEMBLYMAN RUSK
ASSEMBLYMAN COULTER ASSEMBLYMAN TANNER
ASSEMBLYMAN DINI ASSEMBLYMAN WEISE

ASSEMBLYMAN MANN
MEMBERS ABSENT:

NONE

A guorum being present, Chairman Price called the meeting to
order at 2:05 on March 14, 1979. He stated the purpose of the
meeting to be the presentation of subcommittee reports. He-
began by calling upon Mr. Bergevin, chairman of the subcommittee
on spending and revenue caps, for his report.

Mr. Bergevin stated that they had had a number of meetings and
had studied a number of different plans regarding these caps.

He stated that they had looked at comparative approaches, one
using SB 204, another approach whereby they talked about freezing
the present budgets until the 1975-76 CPI and cap limit caught up
with them. Each time they would get the results of the figures
they could see the terrible inequities in them.

Finally, they came up with the proposal of using the submitted
budgets, which were submitted July 1978, as the base year and

in the instance of schools using the enrollment figure plus

a 80% of a 5 year average of the cap rate going back to 1973-74.
They came up with the situation whereby all entities, all schools,
all cities and all counties, would be entitled to more money this
year then they had in their present spending budget.

He presented the committee with some rough figures of how the various
entities would be effected under both 100% cap and an 80% cap. These
are attached to these minutes as Exhibits A and B. He pointed out
that figures that show how much they would have for expenditures

is not actually their allowable expenditures in that they are

going to require them to have between a 3-5% ending balance in

this figure. Basically, what the subcommittee was trying to do

was not to put anybody into a regression spending level. The end
figures on this plan came out to be more equitable and fair to
everybody then anything else they had looked at.

Mr. Bergevin went on to point out the basic features of the
plan. These are included in a sheet marked as Exhibit C and
attached to these minutes.
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Mr. Mann stated that what they tried to do is to establish a

tax cut situation but yet try to provide a way that government
could continue along with the monies that they have been spending.
He cited the situation of Clark County School District where it
would lose $20,000,000 under SB 204, while under this proposal

it ‘'would be about $7-8,000,000. He added that they felt that
they had gone as far as they could to provide equity and yet

meet the demands of the people.

Mr. Bergevin pointed out that they did feel that the figures for
Lyon County were not accurate and they were attempting to find out
where the error was. He stated they would like to provide an
emergency appropriation to the interim finance committee to help
in areas where some relief would be needed.

Mr. Marvel moved for adoption of the subcommittee's report and
Mr. Mann seconded the motion.

Mr. Weise stated that he would have no problems with the formula
but. he wondered whether the measure was stern enough to meet
the demands of the people. He stated that it has always been
the position that the people in the counties pay at a lower rate
then cities because they receive fewer services. However, under
this plan it would appear the counties would be paying at a
higher rate. Mr. Marvel pointed out that the figures shown on
these sheets did not reflect the combined rate.

Mr. Mann stated that there had been much debate in the subcommittee
as to how hard they should "stick it to the local governments"

or how easy they should make it. He stated that this is a fair

and equitable compramise. He added that it really doesn't satisfy
him as much as he would like to see taxes cut but he felt that

they had to be more responsible then those people who have been
advocating Question 6. This proposal stresses that they recognize
that there is no way without killing certain entities of making the
kind of massive cuts that SB 204 suggests. From this point on
they will be restricted to the demands of the people. The 80%

of CPI reflects roughly the GNP Deflator. He finished by stating
that he felt this was very competitive with Question 6 and that

it would then be up to the people. Although this will hurt some
local government and school districts it will definitely make them
more responsive.

Mr. Bergevin stated that the school districts will have to take
another look at their priorities.

In order to hear from the other subcommittee, Mr. Marvel and
Mr. Mann withdrew their motion and second.

Mr. Craddock, Chairman of the subcommittee dealing with property
taxes, presented his report on this subcommittee. This report is
attached to these minutes as Exhibit D. Also attached is a copy
of their proposal in figure terms and examples. This is attached
as Exhibit E. 5{14
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. Mr. Craddock stated that they would suggest that in Exhibit E
they require a 2/3 vote of the people for approval to raise
any tax. Mr. Craddock also stated that he had heard nothing against
the figures as presented. = He ended his comments by thanking
the subcommittee and Jim Lien for their cooperation.

It was pointed out that the cap would be lower then the rate
as proposed by the subcommittee. Mr. Craddock stated that they
really would like to see the rate hit at $3.16.

Mr. Price stated that they could have the proposal drafted while
at the same Mr. Miles could be working on the calculations as
they would be with the cap reflected. Mr. Craddock stated that
the figure that would be interesting would be the latitude that
would exist between the two proposals.

Mr. Hataway, Carson City, stated that he had a question on the
removal of sales tax in regard to the city or county share. He
wondered if this was to be absorbed by counties or picked up by
the State. Mr. Craddock stated that it would be picked up by
the State. Mr. Mann stated that this was figured into their
figures and would come from the State general fund.

Mr. Weise inquired whether Mr. Craddock's committee had explored

a $3.50 or $3.20 rate. Mr. Craddock replied that they had not

and that they had taken the figures of the money that was available
and worked from there. Mr. Mann pointed out ‘that the cap really
serves the purpose as far as the reduction. The $3.64 rate
basically leaves or allows the mechanism for the people to be

able to overide in cases where they feel strongly enough.

Mr. Marvel stated that the $3.64 is the $5.00 used right now.
Mr. Craddock added that they were trying to make available 50¢
on a local optional basis. This still would only come up to
$3.64.

Mr. Nickson stated that he had reviewed the various work sheets
and could find nothing wrong with the figures as calculated.

He stated that they would administer anything that was legislated
for them. Mr. Bergevin inquired whether Mr. Nickson could see
any problems of administration in this. Mr. Nickson stated that
he could not. Mr. Rusk then asked if this proposal would be -
easier to administer then SB 204. Mr. Nickson stated that this
would be a simpler bill to administer from a departmental
standpoint.

Mr. Weise stated that they really have to talk about a cap and

a rate together. He stated that he had just done some figures and
he could find only one school district that would have to cut their
budget by more than 5%. He stated that he felt that this didn't

. seem very substantial.

Mr. Mann stated that they had had problems with taking and overtly
cutting programs or to make public employees actually have to live
with a situation where they have no pay raises. They did recognize
(Committee Minutes)
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the inequities as far as the taxpayers are concerned. But he felt
they should stress the future .and not so much the punishment aspect
of this.

Mr. Bergevin stated that previous legislatures have had a good
deal to do with the spending patterns of the local entities.

He stated that he felt that this would level off considerably
and in several years they would be talking about a different
"ballgame".

Mr. Dini inquired where they had gotten the populations figures for
Lyon County. Mr. Bergevin stated that they came from the State
Planning Coordinator's Office. He added that they did feel that
there were some problems with the Lyon County figures.

Mr. Mann stated that the committee decided that the Tax Department
should be allowed to readjust this kind of figures because they
figure they are in error. Therefore they would not be wired into
these populations figures of say Lyon County.

Mr. Price inquired whether the committee wished to put these
proposals into one bill. Mr. Mann stated that he wouldn t like
to see some of these proposals have to go t¢Ways and Means when it
really wasn't necessary. He stated that things like the cap and
property tax proposals really didn't need to be discussed in
Ways and Means.

Mr. Bergevin moved that the committee accept the report on the
spending cap which would base the figures on 80% of the 5 year
average of CPI, plus a school enrollment factor and population
factor for cities and counties. Mr. Mann seconded his motion.

The motion carried with Mr. Dini and Mr. Weise not voting.

Mr. Dini stated that he would not vote because of the guestionable
impact to his district.

Mr. Craddock moved for adoption of the subcommittee report on
property tax. Mr. Tanner seconded the motion. The motion passed
with Mr. Dini not voting. :

Mr. Weise inquired whether it would be possible for Mr. Miles
to mesh the figures to come up with a combined rate for the
various districts.

Mr. Price stated that he would see about having the drafts prepared
over the long weekend so the committee would have them at the
beginning of the next week.

Mr. Price stated that he would like consideration of amending the
constitution to propose that any new section that requires the
statute that would make certain increases would have to contain
an appropriation for the amount of those increase. The committee
decided that the idea had merit and perhaps Mr. Price should have
the bill drafted.

(Committee Minutes)
A Form 70 8769  «ZTP

206



Minutes of the Nevada State Legislature
Assembly Committee on TAXATIQON.
Date.....March 14,..1979

Page: Five

'I'.'/
| . .
As there was no further business to discuss at this tlmef
Chairman Price adjourned the meeting,

Respectfully sybmitted,

Sandra Gagniér
Assembly Attache

'Y
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EXHIBIT C

ASSEMBLY TAXATION COMMITTEE

Subcommittee on Expenditure Limitations

Basic Features

. Base Year 1978-79 (Current year budgets as of July 1, 1978)’
. Population Increases - with an appeal process

. Inflation - 80% of the last 5 years average CPI

. Funds - 1limit all funds receiving property taxes .

. State Expenditures - limit state General Fund expenditures in
the same manner as A.B. 438, (Base 1975-77 Biennium)

Overrides - limits may be exceeded to protect life and property
and by a vote of the people

. Trigger - allow additional tax relief if state revenues exceed
expectations

Population Factor

. Population changes for the state are those of the U.S. Department
of Commerce

. Population changes for local governments are. those certified
by the Governor with appeals to the Tax Commission

Population changes for schools are weighted enrollments certi-
fied by the State Board of Education

Inflation Factor (1979-80)

. State Index is July 1974 .to July 1978 (32.91%)

Local Index is November 1973 to November 1978 at 80% (7.48%)

Formula Example

Expenditure Base: 1978-79 Budget $1,000,000
Times: Population Increase 1.06

$1,060,000
Times: Inflation Index 1.0748
Expenditure Limit 1979-80 $1,139,288

S14



EXHIBIT D

SUBCOMMITTEE REPORT

TO: Assembly Taxation Committee

FROM: Subcommittee on Property Taxes

‘ SUBJECT: Property Tax Report

On February 28, 1979, Chairman Robert Price, of the Assembly Tax-

ation Committee appointed a subcommittee to look into the gques-
tion of major property tax reform. Members appointed to the sub-

committee were Assemblyman Robert Craddock, Chairman, and Assembly-

men John Marvel, Darrell Tanner and Robert Rusk, members. The
subcommittee was directed to study ways to achieve major tax re-
lief for the property taxpayers of the state using the tax rate
as the primary instrument for reductions. With this guideline,
the subcommittee met and developed a proposal, the major features
and costs of which are included in the attachment to this report.
The following sections are a discussion of the major reform fea-
tures and are the recommendations of the subcommittee.

Maximum Tax Rate

The subcommittee recommends the establishment of a maximum tax
rate of $3.64. The maximum rate would apply to all local govern-
ment purposes including debt service. The $3.64 is established
‘at the level of recommended state tax relief, that is, the differ-
ence between the Constitutional rate limit of $5.00 and the amount
of the rate proposed to be funded by the state of $1.36. Since
the maximum rate was arrived at by subtracting state funding from
the $5.00 rate, no local government entities will have to reduce
their existing rates. A.B. 270, as originally proposed, would re-
guire the combined local government rate to be reduced to $2.70
plus the school rate and school debt service. This approach

would require tax rate cuts in those counties that have rela-
tively low debt rates, but not those with high debt. The sub-
committee recommends, therefore, that a maximum rate be esta-
blished at the point that state funding can support the balance

up to the $5.00 Constitutional limit.

State Funding

The Subcommittee recommends that the state give up its 25¢ levy,
the 11¢ levy counties are required to transmit to the state for

medical care for the indigent and to fund $1.00 of the existing

school levy through the Distributive School Fund. The school

levy of $1.00 would eliminate the need for the existing 70¢ man-
datory levy and 30¢ of the current 80¢ optional levy.
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EXHIBIT D

Rapidly increasing sales and gaming taxes at the state level have
provided revenues in excess of current state operational needs

and a substantial surplus. It has been recommended by the Gover-
nor, and the subcommittee concurs, that the excess revenues in

the next biennium be returned to the taxpayers of the state in

the form of property tax relief. The Subcommittee assumed in its
deliberations that it was the sense of the full Taxation Committee
that the sales tax on food would be removed. The subcommittee's
recommendations on property tax relief, therefore, are limited by
the amount, over the biennium, of anticipated excess revenues over
operational needs after the sales tax on food is removed.

The Subcommittee feels that it is essential that maximum prop-
erty tax relief be granted as soon as possible. In this regard,
it is recommended that the state fund the full $1.36 of the exist-
ing tax rate immediately and maintain that level of relief for

the duration of the biennium. This will possibly require that

the state spend more in the first year of the biennium than it
receives in revenue, however, by the end of two years it is anti-
cipated that the total tax relief granted will be within funds
projected to be available.

Local Tax Rates

The combined tax rate in many localities after the proposed tax
relief is granted would be below the maximum $3.64 proposed. In
order to prohibit these rates from rising to the $3.64 limit and
reducing planned tax relief, the Subcommittee recommends that the
tax rates of each taxing district be limited to the rate in effect
during the current year, fiscal 1978-79, after reducing that rate
for the $1.36 that will no longer be levied. It is also recommend-
ed that this rate may be exceeded by a vote of the people in the
area to be affected.

The subcommittee also recommends that the remaining school levy
of 50¢ (80¢ current less 30¢ state funding) be made optional so
that all local government entitites would be on an equal basis in
regard to the combined tax rate that may be levied. School debt
levies would remain a mandatory part of the tax rate and would
not be affected.

The subcommittee further recommends that the imposition of any
new tax or the increase in the rate of any existing tax be ap-
proved by a vote of the people. The subcommittee feels that

new or increased taxes should only be imposed under the most com-
pelling circumstances and that a vote of the people insures that
sufficient reason exists.
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EXHIBIT D

Household Personal Property

The subcommittee recommends that household personal property be
exempted from property taxes. Question 4, which passed two ses-
sions of the legislature and a vote of the people in November
1978, changed the Nevada Constitution to require the exemption of
business inventories and to permit the exemption of livestock and
other personal property. Personal property to be exempted 1is
left to the discretion of the legislature.

The Subcommittee further recommends that the household exemption
be limited to property in single households and owned by a member
of the household. This would prevent the exemption from being
applied to furniture and other personal property in hotels and
other commercial properties.

Question 6

The subcommittee recommends that a provision be placed in the
legislation that would repeal all portions of the tax relief
program granted by the 1979 Legislature in the event that
Question 6 should pass a vote of the people in November 1980.
Since no impact from Question 6 would occur until July 1, 1981,
because taxes for the fiscal year 1980-81 would have already
been levied and partly collected when the voters approved .the
guestion, the recommended repealer should become effective at
June 30, 1981.

Appropriations

It is recommended that the following appropriations be included
in the legislation:

(a) For Fiscal Year 1979-80, the sum of $56,430,000.
(b) For Fiscal Year 1980-81, the sum of $64,867,000.

These are the amounts that would be required in the Distributive
School Fund for the $1.00 of tax rate proposed to be made up by
the state. The $1.00 share consists of the 70¢ mandatory school
levy and 30¢ of the 80¢ levy which would no longer be imposed.

In addition, the subcommittee recommends that the Assembly Tax-
ation Committee send a letter of explanation to the Assembly

Ways and Means Committee requesting that the 25¢ state rate no
longer be levied and that sufficient state funds be included in
the Title XIX budget to make up for the 11¢ county tax that would
no longer be levied. In addition, if the tax on food should be
removed, the Ways and Means Committee should be advised so that
appropriations to the Distributive School Fund will be sufficient
. to make up for reduced school support tax.
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EXHIBIT D

Timing

The subcommittee recommends that the legislative package be made
effective upon passage and approval. In addition, in order that
no mistake be made about the intent of the Legislature, the sub-
committee recommends that language be included in the legislation
that directs the Department of Taxation to adjust local govern-
ment tax rates, if necessary, for fiscal year 1979-80 and, there-
after, to comply with the tax rate limitations proposed.

Controlling Government Growth

The Subcommittee also recommends that limitations be placed on the
growth of either local government taxes or expenditures. In order
for the major tax relief proposed by the subcommittee to have any
permanence it is imperative that controls be set in place. With-
out controls, tax relief implemented today may well deteriorate
into no relief in future. If the state grants tax relief and re-
places lost funds to the local governments, the legislature as-
sumes a dgreat responsibility to maintain such relief in future
vears and under such circumstances it seems imperative that the
legislature require assistance from those local governments.
Expenditure or tax limitations offer such a control.

Respectfully submitted,

, Chairman

Robert G. Craddock

_ , Member -
John W. Marvel

, Member
Robert F. Rusk

, Member

Carrell D. Tanner
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ASSEMBLY TAXATION PROPOSAL

State Relief:

Food Tax - State 2¢
Food Tax - Schools 1¢
State 11¢ Share

" State 25¢ Share

Schools 70¢ Share
Schools 30¢ Share

Local Relief:

Household Personal Property
Food Tax - Cities/Counties 1/2¢

Total Tax Relijef:

Biennial Total

State Costs:

Tax Relief

Real Estate Transfer
County Gaming

Child Welfare

Total Ccst: Biennium

Available

1979-80

$ 13,600,000
6,900,000
6,207,000

14,107,000
39,500,000
16,930,000

$ 97,244,000

EXHIBIT E

1980-81

$ 16,000,000

8,000,000
7,137,000
16,222,000
45,400,000
19,467,000

$112,226,000

$ 3,500,000
2,400,000

$ 4,000,000
4,000,000

$ 6,200,000

$ 8,000,000

$104,144,000

$120,266,000

$224,370,000

$ 97,244,000 $112,226,000
2,500,000 2,750,000
2,700,000 2,900,000
220,000 220,000
$102,664,000 $118,096,000
$220,760,000

$224,500,000
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EXHIBIT E

A.B. 270 AMENDED

Features:

Maximum tax rate reduced from $5.00 to $3.64
State would fund the entire $1.36 reduction as follows:
11¢ Medicaid would be state funded
25¢ State Tax would not be levied
70¢ Mandatory school levy would be state funded
30¢ School levy (part of current 80¢) would be state funded
$1.36

Remaining 50¢ school levy would be made optional putting schools
on equal .basis with other local government entities

Across-the-board tax relief to all taxpayers
Requires 2/3 loeal-goveraing—board approval to raise any tax
Self-destruct if Question 6 passes in November 1980

Exempt household property

3 Fiscal Impacts:

State: ‘ 1979-80 1980-81
Property Tax Relief (State funded) 1l1l¢ $ 6,207,000 $ 7,137,000
25¢ 14,107,000 16,222,000
70¢ 39,500,000 45,400,000
30¢ 16,930,000 19,467,000

$76,744,000 $88,226,000

Local Impact: (Household Property) $ 3,500,000  $ 4,000,000

Impact on Taxpavers:

¢

Assuming $50,000 Residence: Current Method Proposed % Relief
Value ' $50,000 $50,000
35% 35%
Assessed Value $17,500 §17,500
Rate 5.00 3.64
Tax s 875 $ 637 27.2%




EXHIBIT E

FAMILY TAX RELIEF

Assume:

Family of 4
Income $19,000
$50,000 Residence

Property Tax: Current Method Proposed % Relief
House: Value $50,000 $50,000
35% 35%
$17,500 $17,500
Rate 5.00 3.64
Tax 3 875 637 27.2%
Household: @ 5% of home 44 0 5.0%
Food Tax: 83 0
Total Tax Burden $ 1,002 S 637 $36.4




v

A.B.

270

AMENDED

Entity

Carson Urban
Rural

Churchill County
Fallon

Clark County
Bdulder City
Henderson
Las Vegas
North Las Vegas

Douglas County
Minden

Elko County
Elko

Esmeralda County
Goldfield

Eureka County
Eureka

Humboldt County
Winnemucca

Lander County
Battle Mountain

Lincoln County
Caliente

Lyon County
Yerington

Mineral County

Nye County
Gabbs

Pershing County
Lovelock

Storey County .
Virginia City

Washoe County
Reno
Sparks
Incline Village

Existing Rate
FY 1978~79

$4.8339
3.6460

3.8000
5.0000

3.5828
5.0000
4.9985
4.9985
4.9985

3.0100
4.8688

3.0500
4.4036

3.7500
4.7000

3.4200
3.9200

3.2300
4.8800

3.9200
5.0000

3.6000
5.0000

3.8140
5.0000

5.0000

3.7000
4.9500

3.2800
5.0000

4.7900
4.9900

3.8690
5.0000
4.9990
4.6350

EXHIBIT E

Proposed Rate
FY 1979-80

1

$3.4735
2.2860

2.4400
3.6400

2.2228
3.6400
3.6385
3.6385
3.6385

1.6500
3.5088

1.6900
3.0436

2.3900
3.3400

2.0600
2.5600

1.8700
3.5200

2.5600
3.6400

2.2400
3.6400

2.5540
3.6400

3.6400

2.3400
3.5900

1.9200
3.6400

3.4300
3.6300

2.5090
3.6400
3.6390
3.2750
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EXHIBIT E

Existing Rate Proposed Ratel
Entity FY 1978-79 FY 1979-80
White Pine County 3.6000 2.2400
Ely 5.0000 » 3.6400
Maximum Allowable Rate 5.0000 3.6400 27.2%
i. ‘Proposed rate is existing rate less $1.36 (ll¢ share, 25¢ share

and $1.00 schools).
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