MINUTES OF THE
MEETING OF THE
JOINT SENATE AND ASSEMBLY
COMMITTEES ON TAXATION

SIXTY-FIRST SESSION
NEVADA STATE LEGISLATURE
April 7, 1981

The Joint Senate and Assembly Committees on Taxation were
called to order by Chairman Paul May, at 1:12'p.m., Tuesday,
April 7, 1981, in Room 131 of the Legislative Building,
Carson City, Nevada. Exhibit A is the Meeting Agenda.

Exhibit

B is the Attendance Roster.

COMMITTEE MEMBERS PRESENT:

Assemblyman Paul May, Chairman

Senator
Senator
Senator
Senator
Senator
Senator

Keith Ashworth, Chairman
Norman D. Glaser

Don Ashworth

Virgil M. Getto

James N. Kosinski
William J. Raggio

Assemblyman Steven A. Coulter
Assemblyman Louis W. Bergevin
Assemblyman Bill D. Brady
Assemblyman Patty D. Cafferata
Assemblyman Robert G. Craddock
Assemblyman John Marvel
Assemblyman Robert E. Price
Assemblyman Robert F. Rusk
Assemblyman Jan Stewart
Assemblyman Peggy Westall

COMMITTEE MEMBER ABSENT:

Senator

Floyd R. Lamb

STAFF MEMBERS PRESENT:

Dan Miles, Deputy Fiscal Analyst
Ed sShorr, Deputy Fiscal Analyst

Colleen

Crum, Committee Secretary

The chairman noted the first reprint of Senate Bill No. 411
was now available. He called on task force member Mr. Marvin

Leavitt

to explain the bill.
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Mr. Leavitt stated Senate Bill No. 411 must be considered in
conjunction with Senate Bill No. 69 and Assembly Bill No. 369.
Senate Bill No. 411 provides limitations on local government
and provides a method by which the city-county relief tax

and the ad valorem taxes may be computed. The first section
of the bill provides the total amount local governments may
receive from the combination of supplemental city-county
relief tax and ad valorem taxes in fiscal year 1981-1982.
These two taxes must equal the assessed valuation for the

year beginning July 1, 1981 multiplied by the certified tax
rate for the year ending on June 30, 1981. This method of
factoring establishes the base. The total combination of taxes
a local government receives from the city-county relief tax
and the ad valorem tax cannot exceeé the ad valorem tax re-
ceived in the previous vear multiplied by 1.15. The tax
increase allowed for the next fiscal year is based on an aver-
age of the local government's own revenue growth. The total
ad valorem taxes cannot be exceeded by more than 12 percent
in the second year regardless of the outcome of the other
computations. The limits may be exceeded only upon voter
approval. A state reserve fund is created. Any monies allo-
cated to the local government by the formula system which
exceed the local government's allowable limits and any receipts
exceeding the Department of Taxation's estimates of the amount
of money to be received from the city-county relief tax will
be put into the reserve fund. The reserve fund will be used
to make up any shortfalls in the city-county relief tax in
subsequent years. The bill also addresses the rate structure
of licenses and permits. The fee in effect on the date of
passage of this bill is the base on which any increases in
licenses or fees must be calculated. An increase egual to

80 percent of the increase in the Consumer Price Index is
permitted. An appeal may be made to the Legislative Com-
mission if the computation methoé o the fee is changed.

The Legislative Commission will determine whether the increase
is consistent with the provision to determine the fee based
on the fee in effect on the date of passage of Senate Bill

No. 411 multipled by 80 percent of the Consumer Price Index.
The Department of Taxation will review every audit report

to determine whether local governments have complied with

the statutes. The local government is required to submit a
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plan to the Department of Taxation showing how it plans to over-
come any deficiencies discovered in the report. The Department
of Taxation is provided the mechanism to insure compliance

if the local government does not comply on its own. The ending
balance of the general and special revenue funds is limited

in the bill. This provision prevents abuse of the system.

A local govermment which purposely underestimates its ending
balances cannot use the revenues to augment expenditures during
the subsequent fiscal year. Redevelopment agencies are pro-
tected in the bill. A means is provided to protect entities
whose population has declined in the past 10 years from a
decrease in revenues from the city-county relief tax, the
cigarette tax and the liquor tax. Mr. Leavitt stated the
methods for protecting those entities are not particularly
sound, but the concept is validg.

The chairman noted an index to Senate Bill No. 411 is available.
(See Exhibit C.)

Assemblyman Rusk asked whether it was known how the caps on
pPage 2, line 19 will affect the increase in the ad valorem taxes
each year. Mr. Leavitt stated estimates have not been computed.
However, the amount of collections cannot exceed 12 percent
regardless of the assessed valuations. Assemblyman Rusk
requested computations of the effect of growth, or new con-
construction, be supplied to the committee.

Assemblyman Bergevin noted Sections 23 and 25 are repealed
on page l4. He asked if the subjects in those sections are
addressed elsewhere in the bill. Mr. Leavitt explained
provisions on pages 9, 11, and 12 provide a new alternative
formula for distribution of the taxes repealed in Sections

23 and 25. He recommended using the first revenues from the
supplemental city-county relief tax fund to make up the cefi-

ciencies in the three taxes. Ee saié this method would not alter

the distribution formulas of the other two taxes.

Senator Bergevin clarified that the original .5-cent distribu-
tion tax was not being disturbed. Mr. Leavitt stated that
was correct.

e
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Assemblyman Bergevin asked whether the 12 percent increase
was based on this year's ad valorem taxes or the reduced
ad valorem taxes. Mr. Leavitt stated it was based on the
reduced ad valorem taxes.

Senator Don Ashworth suggested using a fioating Consumer Price
Index as well as population figures to respond to the tre-
mendous growth which will occur in smaller communities.

Mr. Leavitt said the following three issues must be resolved:
What happens when new entities are created; what happens when
an existing district expands its boundaries; and what happens
when existing entities expand very rapiély. -He suggesteé an
appeal mechanism to handle such diverse situations.

Senator Raggio asked if the 12 percent figure was selected
arbitrarily. Mr. Leavitt stated it was an arbitrary selection.

Assemblyman Craddock stated the use of the Consumer Price
Index would be more flexible and workable than an arbitrary
figure. Mr. Leavitt stated the use of the Consumer Price
Index risks property tax rates increasing 25 percent if infla-
tion runs that high.

Assemblyman Craddock asked how government was supposed to oper-
ate if it couldn't respond to inflation. Mr. Leavitt stated
sales tax is based on the sales price. Sales prices reflect
inflation. Therefore, sales tax revenues reflect inflation.

Assemblyman Bergevin stated the 12 percent figure would be
somewhat controlled by the 1.15 rmultiplier ané new growth
in a assessments.

Senator Don Ashworth observed there zare many Consumer Price
Indexes. He asked which Consumer Price Index would be usegd.
Mr. Leavitt statec the national Consumer Price Index on all
gooés would be used.

The chairman explainedé how the three bills were developed.

He introduced the task force consisting of Mr. Ray Knisley,

Mr. Marvin Leavitt, Mr. Dave Henry, Mr. Jim Lien, Mr. E4 Greer,
-Mr. John Eck, Mr. Leroy Bergstrom, Mr. Mervin Jones,

Mr. Roy Nickson and his entire staff at the Department of
Taxation, and Mr. Ernest Newton.

4.
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Mr. Leavitt, speaking on behalf of the City of Las Vegas,
supported the basic concepts of the three bills. He said

the city believes the bills provide control over local
governments in the areas where it is possible to abuse the
system. He said the computation of the distribution of

taxes based on a factoring system is fair to all local govern-
ments because it is based on each individual local entity's
assessed valuation. He said the percentages of growth are
adegquate to cover normal situations.

Mr. Bill Farr, Chairman of the Washoe County Board of Commis-
sioners, stated the concepts of the three bills meet taxpayer
demands for relief to the home owner. Ee gquestioned the
technical aspects of the capping mechanism.

Mr. Ed Everett, Assistant Manager for Washoe County, questioned
the logic of using a different cap for the fiscal year 1981-1982
than for the other years. HKe opposed a set figure for the cap.
He proposed alternatives to the set cap. He suggested using
the Consumer Price Index and population factors to determine
the cap. He proposed using the five year compound average

(:) concept as the method for establishing a rate of increase
each year. He said this method woulé relate to growth better
than the set figure. He stated the proposed 12 percent cap

‘ would result in a shortfall year after year in Washoe County.

' He suggested setting the cap at 15 percent if the legislature
decides that a set rate must be used. The 15 percent cap
would eliminate the shortfall. He stated the ending fund
balances are applied to the General Fund and Special Revenue
Funds. Self-insurance and debt service are included under
the Special Revenue Fund in Washoe County. He suggested
exempting specifically self-insurance and éebt service from
the ending balance. limits. 1In regard to capping license fees,
he asked that the December Consumer Price Index rate be used
rather than the February rate. EKe said this change would re-
late better to Washoe County's budcetary process. He objected
to the one percent city-county relief tax being used as state
revenue, as outlined in _Assembly Bill No. 369.

Senator Keith Ashworth stated the impact of a 10 percent rate
was studied. It was determined that the 10 percent rate would

~
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result in more revenue than local governments would have
otherwise received in the current budget. He asked Mr. Everett
how he rationalized a 15 percent rate. Mr. Everett stated

the compound average increase over the past five years has
been 18 percent in Washoe County. He stated the county

could accept a 15 percent rate better than a 12 percent rate.
The county would prefer that the rate be set by formula rather
than a set rate. '

Mr. Frank Kastory, Reno Finance Director, supported the com-
ments made by Mr. Everett. He presented a suggested amend-
ment to Section 6 of Senate Bill No. 411. (See Exhibit D.)

He stated the local entities are better zb.e to make audit
reports than outside agencies. He submitted a report entitled,
"Auditing Governmental Organizations." (See Exhibit E.)

He preferrec¢ the municipal or local governments carrying
excess funds rather than the state.

Assemblyman Bergevin stated he felt a growth factor was needed
and would be addressed by the committees.

Mr. Alex Fittinghoff, Sparks City Planner, asked that the
concept of the redevelopment agency be preserved. He stated

the redevelopment agency is solely dependent on ad valorem taxes.
He said the city ad valorem tax rate and the redevelopment

tax rate should be the same. The chairman stated this problem
would be addressed.

Mr. Jay Milligan, Sparks City Manager, stated the City of Sparks
supported the tax package.

Mr. Phil Carr, North Las Vegas Finance Director, stated North
Las Vegas supported the tax package with the exception of the
revenue limit. HKe preferred a 15 percent 1limit rather than

a 12 percent limit. EHEe stated the averace compouncecd percentage
increase would result in a shortfail to the city. He asked

for 2 better explanation as to what applies to the service
charges in Section 5 of Senate Bill No. 411 dealing with

license and permit fees. He concurred with the amenément
suggested by Mr. Kastory. ' )

Assemblyman Bergevin stated all local entities have problems
with using last year's tax rate against this year's valuation.
Mr. Carr stated it was a valid concern.

6.
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Senator Keith Ashworth asked whether the people in North Las
Vegas would override the legislature's action and vote for an
increase in taxes. Mr. Carr stated the citizens wanted a

tax reduction but still demanded services.

Mr. Carr stated he thought the intent of the tax package was
to offset the loss of ad valorem tax revenue with supple-
mental city-county tax revenue. .

Senator Keith Ashworth stated Mr. Carr's observation was
incorrect. He said the people wanted the legislature to
make sure local governments cut expenditures and would not
find alternate revenue sources.

Assemblyman Rusk stated Mr. Carr was looking for an exact
tax shift. He said the legislature is nct addressing a
shift. The legislature intends to demonstrate to its con-
stituency that the total revenue sources available are being

tightened. The people must vote for any changes if this
attempt to reduce taxes is unsuccessful.

Senator Don Ashworth observed the ad valorem tax increase for
the residents of North Las Vegas would be horrendous if nothing
was done by the legislature. He stated North Las Vegas'

relief will be disproportionate to the other entities because
property has not been reassessed in North Las Vegas for

four years.

Mr. Patrick Pine, representing Clark County, noted Section 21
in Assembly Bill No. 369 makes it mandatory that each county
enact an ordinance by the time the Governor signs the bill.
He suggested utilizing a mechanism which would simply enact
the ordinance by law rather than having to go through the
normal ordinance ‘procedure.

Mr. Bob Hadfieléd, Douglas County Manager, presented written
testimony. (See Exhibit F.)

The chairman suggested that Mr. Badfield meet with the task
force to resolve Douglas County's problens:
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Senator Keith Ashworth asked whether the room tax was being
used for recreation and aviation in Douglas County.

Mr. Hadfield stated it was being used for recreation and
aviation.

The chairman asked how many 318 districts remain in Douglas
County. Mr. Hadfield stated 23 or 24 remain. The chairman
asked if that was the reason Douglas County chooses to

put an ad valorem rate on the 318 districts rather than hike
the ad valorem rate to the General Fund. Mr. Hadfield stated
the Douglas County Commissioners will meet with the 318 dis-
tricts to determine the best way to provide services to the
county residents. The proliferation of governmental entities
in the county has created problems with road maintenance
activities as well as some sewer and water services. The
county is considering the takeover of all roads.

The chairman asked how the Lake Tahoe regional problems have
affected Douglas County. Mr. Hadfield stated it had been
very detrimental. The county is not allowed to widen Kings-
bury Road because of opposition by the State of California.

Mr. George Holden, Lander County District Attorney, requested
that a more flexible rate be used than the set 12 percent rate.
He said Lander County's growth rate would not be reflected

in increased sales tax revenues because most of the shopping
areas serving Lander County are located in neighboring counties.
He suggested the removal of the caps on the net proceeds of
mines. He stated the increased sales tax would place a hard-
ship on businesses, senior citizens, ané others on fixed incomes.

Senator Glaser asked whether the lLander County commissioners
had expressed concern about the shift from an ad valorem base
to a sales tax base. Mr, Holden stated the commissioners are
concerned about the shift, especially considering Lander
County's sales tax revenues fluctuate corsiderably.

Assemblyman Marvel expressed his opposition to a fixed rate.
He urged. consideration of a method which would provide flex-
ibility for population growth.
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Mr. Roy Neighbors, representing Nye County, presented writ-
ten testimony. (See Exhibit G.)

Senator Keith Ashworth explained constitutional limits pre-
vent the legislature from simply giving relief to the home
owner and leaving businesses at the present rate of taxation.

Senator Getto stated the 12 percent fixed rate would have an
adverse affect on the rural counties, especially the rural
counties which are experiencing a tremendous population growth.

Assemblyman Bergevin disagreed with Mr. Neighbors' statement
that the ad valorem tax should be reduced and the sales tax
should remain at its present level. He stated the revenue
lost from a reduction of the ad valorem tax must be replaced
with either a sales tax or an increased tax on businesses.
He questioned how much businesses couléd withstand.

Assemblyman Price agreed with Mr. Neighbors' statement that
Senate Bill No. 204 of the 60th Session was a key bill, but
noted the reappraisal process was overlooked in the bill.

Mr. John Carpenter, Elko County Commissioner, stated Elko
County preferred a 15 percent rate. He asked that a popu-
lation figure be included in the bill. He requested the
removal of the cap on the net proceeds of mines and questioned
the shift.from an ad valorem base to a sales tax base.

He didn't feel sales tax revenues could replace the revenues
lost from large corporations because of the reduction in the

ad valorem tax rate.

Senator Keith Ashworth agreed a population factor was required..
He stated the entire tax issue must be re-examined in two
years. The shift from an ad valorem base to a sales tax

base is dangerous. This shift is temporary. It will be
utilized until the legislature has the opportunity to take
constitutional amendments, which will eliminate the consti-
tutional restraints presently hindering the legislature,

to a vote of the people.

The chairman noted Nevada has a narrow tax base and has only
two principle tax sources from which to draw.
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Senator Glaser observed the tax base is made even more narrow
by the fact that only 13 percent of the land is not controlled
by the federal government. Only 10 percent of the non-govern-
ment land is on the tax rolls. :

Ms. JoAnne McLachlan, Administrative Assistant for the Storey
County Commissioners, supported the efforts on the three bills.
She requested a growth factor be included in Senate Bill

No. 411. sShe agreed with the provision to allow entities

to appeal to the Legislative Commission for supplemental
funding when a real need arises.

Mr. Allen Beck, Chairman of the Humboldt County Board of Com-
missioners, endorsed the shift from an aé valorem base to

a sales tax base. The main concern is the impact of tax
relief on Humboldt County. The county has been unable to
analyze the impact because of constant revisions to the

bills. He presented Humboldt County's ending fund balances
for the 1980-1981. (See Exhibit H.) He addressed the popula-
tion growth problem. He asked how unanticipated expenses,
such as court trials, would impact the county's budget.

Assemblyman Price stated moment-to-moment changes are part of
the legislative process.

Senator Keith Ashworth stated the legislature is trying to
give as much latitude to local governments as possible.

For example, local governments are given the ability to

pass ordinances and to take tax issues to a vote of the people.

Senator Glaser asked Mr. Leavitt if the task force had considereéed
a double factor, consisting of the Consumer Price Index and
population increase, which woulé reflect growth in counties.

¥r. Leavitt said a double factor haé not been considered.

He suggested using the following computation for factoring
growth: The current assessed valuation meiltiplied by an
inflation factor plus new property placec on the roll.

The total figure of this computation would be compared with

the original figure to determine the population factor.

10.
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This method allows growth in increased valuations as a result
of new property coming onto the roll while limiting the
growth of original property on the roll.

Assemblyman Craddock stated two different services were being
addressed, people service and property related services.

The tax package seems to address property related services.
He suggested studying other facets which take -into considera-
tion people services.

Mr. Neighbors questioned how the situation would be handled
when a county is impacted by an influx of people but the
assessed valuation does not increase, such as the influx

of technicians and engineers working on the MX System.
Services, such as police protection, will still be required.

Assemblyman Bergevin stated Mr. Neighbors made the best point
for shifting to a sales tax base. Those people will still
pay sales tax.

Assemblyman Price asked how the census accounts for people
working at the test sites. Mr. Neighbors stated some workers
fly in and out of the county. They are not considered in the
census unless they make their residence in the county.

Mr. Leavitt was asked to present amendments to the committee
dealing with population growth. He was asked to develop
amendments based on a straight population increase, the
computation he had proposed, and a combination of both methods.

Senator Don Ashworth asked whether the Department of Taxation
calculated the population growth in the state each year.

Mr. Roy Nickson, Director to the Department of Taxation,
explained the State Planning Coordinator prepares population
projections annually for the cities and counties. Senator Ash-
worth asked that the figures be supplied to the committee.

Mr. Pine pointed out the appeals process in Senate Bill No. 411
will allow those communities with great population growth
to ask for relief. ' .

11.
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Mr. George Boucher, Elko County Manager, stated the net pro-
ceeds of mines should be retained and the proceeds should be
returned to the county of origin.

Mr. Clark Hardy, Lincoln County Commissioner, requested that
a population factor and Consumer Price Ihdex factor be in-
cluded in Senate Bill No. 411. :

Mr. G. P. Etcheverry, representing the Nevada League of Cities,
supported the three bills. He said the bills address the
concerns of the people in Nevada. He asked for a constitu-
tional amendment dealing with the net procceeds of mines.

He said people as well as people-related problems remain in

a community after a mine shuts down. The constitutional
amendment should address this issue. He stated the legis-
lature should make certain no one is absolved from paying
sales tax.

Assemblyman Craddock asked if KMr. Etcheverry meant that the
net proceeds of mines should not be returned to the county
of origin. Mr. Etcheverry stated that was not his meaning.
The net proceeds of mines should be returned to the county
of origin.

Mr. Bill Macdonald, Humboldt County District Attorney, shared
the concerns of the other small counties. He urged incor-
porating & flexible population factor in the bill. There

are so many variables in county covernments that a fixed
formula cannot be made applicable to all those varied needs.
He endorsed the appeal procedure. .

Mr. Bob Berry, Storey County Commissioner, asked that a popu-
lation growth factor be added to the bill. He stated the

net proceeds of mines should be retainegd.

Mr. Al Ashley, a private citizen from Reno, stated a task force
should be created to study the tax issue during the interim.

He suggested amending Senate Bill No. 411 to allow local
governments to challenge the Department of .Taxation's sales

tax estimates. He proposed allowing voter approval of business
license increases.

-

12.
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Mr. Ben Bartlett, representing the City of Fallon, disagreed
with the proposal to allow voter approval of business license
increases. He favored amending Senate Bill No. 411 to include
a population factor. He questioned the treatment of enterprise
funds in Senate Bill No. 411.

Senator Keith Ashworth stated enterprise funds are not governed

by the bill.

Mr. Bartlett noted that the City of Fallon had received a
grant from the county, which enabled the city to keep its

ad valorem rate low. Its present ad valorem rate is $1.20.

If it hadn't received the grant from the county the ad valorem
rate would have been $2.00. Senate Bill No. 411 will cause
the city to lose 80 cents on the ad valorem rate. -

The chairman stated this problem is being studied, but has
not been resolved.

There being no further business, the meeting adjourned at
4:46 p.m.

Respectfully submitted by:

WZ&!«/WN

Colleen Crum, Secretary

APPROVED BY:

DATE: 4~ €. f=
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AGENDA

JOINT SENATE AND ASSEMBLY
COMMITTEE MEETING '

Committee on Taxation , Room 131

Day Tuesday ' , Date April 7 , Time 1:00 p.m.

S. B. No. 69--Revises factors which may be used in determining
full cash value of real property for taxation.

S. B. No. 411--Makes substantial revisions in law relating
to governmental finance.

A. B. No. 369--Increases rate of local school support tax and
city-county relief tax and provides for adjustment of certain
property valuations. )

Testimony will be taken from rural counties -and political
subdivisions, including cities and towns therein, with the excep-
tion of school districts.
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Exhibit A

AGENDA

JOINT SENATE AND ASSEMBLY
COMMITTEE MEEZTING

Committee on Taxation . , Room 131

Day Tuesday , Date April 7 -, Time 1:00 p.m.

S. B. No. 69--Revises factors which may be used in determining
full cash value of real property for taxation.

S. B. No. 4ll--Makes substantizl revisions ir -aw relating
to0 governmental finance. '

A. B. No. 369--Increases rate of local school support tax and
city-county relief tax and provides Zor adjustment of certain
Froperty valuations.

Testimony will be taken from rurzl counties and political
subdivisions, including cities and tcwms therein, with the excep-
tion of school éistricts.
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Exhibit C

S.B. 411
First Reprint

-

Supplemental City/County Relief Tax defined - p. 1, lines 3-6.
Cap on ad valorem revenue - p. 1, line 7 through p. 2, line 2.

Director of Department of Taxation to provide estimate of CCRT
beginning 7/1/82 - p. 1, lines 18-22. .

Cap on combined CCRT and ad valcrem - -8 é, lines 3-16.

Limit on growth ¢f ad valorem revenue - P. 2, lines 17-20.

Voter override on ad valorem limit - P. 2, lines 21-30.

Reserve fund for excess CCRT created - P- 2, lines 31-42.

Use of excess CCRT reserve - p. 2, line 43 through p. 3, line 3.

Limit on license and permit fee increase - P. 3, lines 16-19.

Approval of new fee to Director of Taxation - p. 3, lines 20-23.

Appeal on new fee to Legislative Comanission - p. 3, lines 33-34.
Exexptions from fee limitation by Legislative Com. - p. 3, lines 38-39.
Limitation on use of ending balance - P. 4, lines 3-9.

Ending balance to be spent with consent of Director of Taxation -~ p. &,
lines 10-17.

Appeal on ending balance to Legislative Com. - P. 4, lines 17-19.

Dept. of Taxation to review audits aad require compliance - p. 4,
lines 20-45.

Use of insurance reserve limited - P- 4, line 46 through p. 5, lipe S.
Time limit to comply with audit report - p. 7, line 41.

Amendments to redevelopment agency law - P- 7, line 47 through p. -8,
line 50.

Distribution of Liquor Tax - P. 9, line 23 through p. 10, line 12.
Distri@utibn.of Cigarette Tax - p. 1., line 21 through p. 12, line 10.
Distribution of 1/2¢ CCRT - P. 12, line 13 through p. 13, line 7.
Local government spending cap removed - p. 14, line 1.

Repeal of provision limiting taxation of cigarettes - p. 14, line 1.
Distridbution of 1/2¢ CCRT removed from A.B. 369 - P. 14, lines 3-8.

FY 1981-82 only limit on supplemental CCRT and ad valorem tax - P- 14,
lines 9-20.

S.B. 69, A.B. 369, S.B. 411 not severable - P. 14, lines 33-37.
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Exhibit D

S. B. 411 Suggested rewrite of Section 6

6. The amount of the actual ending funéd balance of a General or
Special Revenue Fund, other than those established solely fof the
purpose of administering grants-in-aid, which exceeds the sum of
that estimated for the opening funé balance of the succeeding year
aﬂd 1/12th of the expenditures of the year just concluded, may be
utilized as a resource in that fund or any other of the various
funés of the entity only upon the favcraktle vote of a majority of
the membership of the governing board.

Prior to implementing augmentation of any budgets as a result
of the governing board approval, the entity shall receive the
approval of the executive director of the department of taxation.
Approval of the augmentation shall be on proof that the sole purpose
of replacing identifiable approprietion authority for specified
ourposes had lapsed at vear end anc hac¢ not been reappropriated in
the vear in which the augmentation is to.become effective, except
where the health and safety of the persons or property of thé ent}ty
woulé otherwise be in jeoparcdy. The entity may appeal the decision
of the executive cirector of the cderartment pf taxation to the Nevada

Tax Commission whose decision must be final.

Presented April 6, 1981
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Chapter 15 -
AUDITING GOVERNMENTAL
ORGANIZATIONS

Types of Audits

Ar: audit is a methodical examination of utilization of
resources. It concludes with a written report of its
findings. An audit is a test of management’s accounting
system 10 determine the extent to which internal accounting
controls are both available and being used.

Audits may be classified as internal or independent de-
pending upon whether they are performed by intemal or ex-
ternal auditors. Intemnal auditors are employees in the admin-
istrative branch of the audited government. They report to
that government's chief executive officer. External auditors
are independent of the chief executive of the audited govern-
ment. External auditors include: (1) government auditors
elected by the public; (2) government auditors appointed by a
government’s governing board or other legislative body; (3)
government auditors who are members of a government
other than the one being examined; and (4) independent
public accountants who provide auditing services on a fee
basis. External auditors must be independent both in fact and
in appearance.

Internal auditors are the “eyes and ears” of management.
They examine matters on which management needs iniorma-
tion and provide that information to management. They are
important members of the management team. The Insttute
of Internal Auditors has adopted. the following defirntion of
internal auditing:

“Internal auditing is an independent appraisal
activity within an organization for the review
of operations as service to management. It is
a managenal control which functions by meas-
uring and evaluating the effectiveness of other
controls.”

Independent audits do not alleviate the need for an internal
audit function. Intemal and external audit functions are com-
plementary. Where a good internal audit stafi exists, inde-
pendent auditors generally find that. as a result of being able
to rely upon the work of the internal audit staff, the amount
of detail work they have to do is lessened. Internal audit
staffing requirements and training for intemal audit personnel
are discussed later in this chapter.

Audits may also be classified as pre-audits or post-audits.
A pre-audit is an examination of financial transactions pnor
to their completion. Virtually all pre-audits are performed by
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internal auditors. A post-audit is an examination of finandal
transactions that have been consummated or those in various
stages of completion at the end of an accounting period.
Post-audits may be either internal or independent.

Financial and Compliance Audits. In the private sector,
virtually all independent audits are financial audits. In a finan-
cial aucit. the auditor expresses an opinion on the faimess of
presentaton of the audited entity’s basic financial statements
in conformity with GAAP.

The expanded objectives of governmental GAAP financial
reports have resulted in the expansion of the private sector
financial audit into the public sector financial and compliance
audit. In a financial and compliance audit, the auditor ex-
presses an opinion on: (1) the faimess of presentation of the
audited entity’s basic financial statements in conlormity with
GAAP:; and (2) the audited entity's compliance with the var-
ious finance-reluted legal and contractual provisions used to
assure acceptable governmental organizational performance
and effective public sector management stewardship. As pre-
viously noted, public sector oversight bodies typically require
independent auditors to include responses to standardized
Jegal compliance audit questionnaires in financial and compli-
ance audit reports.

Auditors performing financial audits of business enterprises
need be concerned with compliance with applicable statutes
and regulations only to the extent that noncompliance could
result in matenial adjustments to financial statement represen-
tations. Auditors performing financial and compiiance audits
of governments should report all instances of noncompliance
with finance-related legal and contractual provisions, regard-
less of the materiality of any economic consequences.

Internal auditors routinely perform tasks closely related to
financial and compliance audits. However, all governments
should also have independent annual financal and compliance
audits. The deterrence and detection of fraud, while not
necessarily paramount, are significant objectives in indepen- -
dent audits of governments. :

Program Compliance Audits. State and local govem-
ments’ increasing rebance on intergovernmental revenues has
led directly to the birth and dramatic growth of another type
of audit—the program compliance audit. Federal government
departments and agencies typically attach strings to the
monies they provide 10 state and local governments. Different
federal grant, entittement. and shared revenue programs
usually involve different sets of accounting, reporting, auditing,
and other procedural requirements which must be met as a
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condition 1o accepting program monies. In a program com-
pliance audit, auditors test the extent of a government’s com-
pliance with these federal program requirements. Program
complance audits are independent audits.

Single Audits. Unfortunately, efforts to provide effective
accountability over rapidly increasing levels of intergovemn-
mental revenues through program compliance audits have
been frustrated by confusing and contradictory program com-
pliance requirements imposed by dozens of federal agencies.
Accordingly, the U.S. President and the Office of Manage-
" ment and Budget have mandated.the evolution of a “single
audit” approach to governmental financial and compliance/pro-
gram compliance audits. The new single audits are expanded
financial and compliance audits which are to include stand-
ardized program compliance audit elements. Single audits are
expected eventually to eliminate the' need for separate
program compliance audits of individual program compliance
elements.

A viable single audit concept will require agreement at the
federal level on a finite list of standardized program compl-
ance requirements sufficient to meet the legitimate informa-
tional needs of the numerous federal departments and agen-
Ces providing intergovernmental revenues to state and local
governments. An effective single audit concept will also
require greater clarification and coordination on the part of
state legislatures and state government oversight bodies in
specifying those finance-related legal and contractual provi-
sions with which auditors must be concemned in periorming
single audits.

- Performance Audits. Governments’ relative insulation from
the controlling disciplinary forces of the competitive market-
place has resulted in the increasing use of independent per-
formance audits in the public sector. Such audits, also referred
to as operational audits, are intended to assess: (1) the econ-
omy and efficiency of the audited entity’s operations; and (2)
program effectiveness—the extent to which program ob-
jectives are being attained.

Economy and efficiency audits. In an economy and effi-
Gency performance audit, the auditor determines: (1) whether
the audited entity is managing or utilizing its resources (per-
sonnel, property. space, etc.) in an economical and efficent
manner; and (2) the causes of any ineificiencies or uneco-
nomical practices, including inadequacies in management in-
formation sysiems. adininistrative procedures, or organization
structure. The auditor seeks to identify ways in which the
efficiency and economy of operations can be improved. Sub-
stantial savings can often be realized as a result of manage-
men? responses tc recommendations generated by economy
and efficiency audits. Such savings might result, for example,
from eliminating dupiication in services, reducing inventones,
or using equipment already on hand more efficiently.

Economy and efficiency performance audits do not result
in an auditor’s opinion as to whether the audited entity’s
operations are sufficiently economical or efficient since econ-
omy and efficiency sufficiency are not precisely measurable
qualities. Rather, such audits result in reports containing
recommendations on ways in which existing practices could
be improved.

Program eflectiveness audits. In a program effectiveness
audit, also commonly referred lo as a program resulls audit,
the auditor determines whether desired results or benefits are
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erning board or other authorizing body are being met, and
whether the audited entity has considered altemnatives which
might yield desired results at a lower cost.

~ A program which accomplishes litde or nothing is not worth
continuing, regardless of how efficiently it is operated or how
accurate its financial statements may be. Program effective-
ness performance audits are important to government officials
in connection with their efforts to improve inefiective pro-
grams and to eliminate worthless ones:

As in economy and efficiency audits, opinions on relative
elfectiveness are not expected. Rather, the desired result is a
report on how actual achievements compare with program
goals. A program effectiveness audit report may also include
recommendations for improving programs so that future re-
sults will be enhanced. )

Both governments and businesses engage in internal per-
formance audits. There are few independent performance
audits in the private sector. Most public sector independent
performance audits are now made by federal government
auditors. It is expected. however, that state and local govern-
ment auditors and independent public accountants will in-
creasingly be called upon to conduct independent performance
audits of governments in the future.

Generally Accepted Audfting Standards

Financial audits conducted by certiied public accountants
must be performed in accordance with generally accepted
auditing standards (GAAS) prescribed by the AICPA. Av-
diting standards differ from auditing procedures in that
procedures relate to acts to be periormed, whercas standards
deal with measures of quality of the performance of those -
acts and the objectives to be attained by the use of the
procedures undertaken. Auditing standards are concerned
with the auditor's professional quaiities and with the judgment
exercised in the performance of an audit. The 10 generally
accepted auditing standards approved and adopted by the
AICPA are as follows:

AICPA Standards

General Standards :

1. The examination is lo be performed by a person or
persons having adequate technical training and profi-
clency as an auditor.

2. In all matters relaung to the assignment and indepen-
dence in mental atuiude is to be maintained by the
auditor or auditors.

3. Due professional care is to be exeraised in the perform-
ance of the examination and the preparation of the
report.

Standards of Field Work

1. The work is to be adequately planned and assistants, i
any, are to be properly supervised.

2. There is to be a proper study and evaluation of the
existing internal control as a basis for reliance thereon
and for the determination of the resultant extent of the
tests to which auditing procedures are to be restricted.

3. Sufficient competent evidential matter is to be obtained
through inspection, observation, inquinies, and confy-
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garding the financial statements under examination. .
Standards of Reporting
1. The report shall stale whether the financial statements
are presented in accordance with generally accepted
- principles of accounting.
2. The report shall state whether such principles have
- been consistently observed in the current period in rela-
tion to the preceding period..

3. Informative disclosures in the financial statements are
to be regarded as reasonably adequate unless otherwise
stated in the report.

4. The report shall either contain an expression of opinion
regarding the financial statements, taken as a whole, or
an assertion 1o the effect that an opinion cannot be
expressed. When an overall opinion cannot be ex-
pressed. the reasons therefore would be stated. In all
cases where an auditor's name is associaled with finan-
cial statements, the report should contain a clear-cut
indication of the character of the auditor's examination,
if any, and the degree of responsibility he is taking.

The expanded role of independent auditing in the public
sector has led to the development by the GAQ of expanded
GAAS for audits of govemments. The GAO standards are

_ set forth in Standards for Audit of Governmental Organ-

izations, Programs, Activities, & Functions, which is
commonly referred to as the “yeliow book.” The GAO stand-
ards include the 10 AICPA GAAS and build upon them to
provide guidance to auditors performing financial and com-
pliance, program compliance, and performance audits of
govermnments.

The GAO standards place an expanded emphasis on audit
reporting. They call for auditor comments on the audited en-
tity's svstem of internal accounting controls within a financial

‘and compliance audit report. The AICPA standards permit

the publication of .such comments in a management letter
separate from a financal audit report.

The GAO standards also encourage auditors to recom-
mend: (1) improvements in internal accounting controls

" which could improve the economy. efficiency, and elfective-

ness of operations; and (2) improvements necessary lo assure
the accuracy and reliability of reported information even if
they have only been engaged to perform a finandal and
compliance audit. The AICPA standards require auditors to
disclose only material weaknesses in internal accounting con-
tols. The GAQ “yellow book” standards are as follows:

GAO Standards

General Standards
1. The {ull scope of an audit of a governmental program,
function, activity. or organization should encompass:

a. An examination of financal transactions, accounts,
-and reports, inciuding an evaluation of compliance
with applicable laws and regulations.

b. A review of efficiency and economy in the use of
resources.

¢. A review to determine whether desired results are
effectively achieved.

In determining the scope for a particular audit, respon-
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sible officials should give consideration to the needs of

the potential users of the results of that audit.

2. The auditors assigned to perform the audit must collec-
tively possess adequate professional proficiency for Lhe
tasks required.

3. In all matters relating to the audit work, the audit or-
ganization and the individual auditors shall maintain an
independent atlitude.

4. Due professional care is to be used in conducting the..
audit and in preparing related reports.

Examination and Evaluation Standards

1. Work is to be adequately planned.

2. Assistants are to be properly supervised.

3. A review is to be made of compliance with legal and
regulatory requirements.

4. An evaiuation is 10 be made of the system of internal

control to assess the extent it can be relied upon to

ensure accurale information, to ensure compliance with

Jaws and regulations, and lo provide for efficent and

effective operations.

. Sufficient, competent, and relevant evidence is to be
obtainec to afiord a reasonabie basis for the auditor’s
opinions, jucgments, conclusions, and recormmendations.

Reporting Standards

1. Written audit reports are to be submitted to the appro-
priate oifidals of the organizations requinng or ar-
ranging for the audits. Copies of the reports should be
sent to other officials who may be responsible for
taking action on audit findings and recommendations
and to others responsible or authorized to receive such
reports. Copies should also be made available for
public inspection.

2. Reports are to be issued on or before the dates
specified by law, regulation, or other arrangement and,
in any event. as promptly as possible so as to make the
informaton available for timely use by management
and by legisiative officials.

3. Each report shall:

a. Be as concise as possible but, at the same time,
clear and complete enough to be understood by the
users.

b. Present factual matter accurately, completely, and

- fairly.

c. Present ifindings and conclusions objectively and in
language as clear and simple as the subject matter
permits.

d. Incluce only factual iniormation. findings, and con-
clusions that are adequately supported by enough
evidence in the auditor's working papers to demon-
strate or prove, when cailed upon, the bases for the
matters reported and their correctness and reason-
atleness. Detailed supporting information should be
included in the report to the extent necessary to
make a convincing presentation.

e. Include. when possible, the auditor's recommenda-
tions for actions to effect improvements in problem
areas noted in his audit and to otherwise make mm-
provements in operations. Information on under-
lving causes of problems reported should be
included to assist in implementing or devising
corrective actions. -.a
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f. Place primary emphasis on improvement rather
than on criticism of the past; critical comments
should be presented in balanced perspective. recog-
nizing any unusual difficulties or crcumstances

. faced by the operating officials concerned.

g- ldentify and explain issues and questions needing
further study and consideration by the auditor or
others.

h. Include recognition of noteworthy accomplishments,
particularly when management improvements in one
program or activity may be applicable elsewhere.

i. Incdlude recognition of the views of responsible of-
ficials of the organization. program, function, or act-
vity audited on the auditor’s findings, conclusions.
and recommendations. Except where the possibility
of fraud or other compelling reason may require dif-
ferent treatment, the auditor's tentative findings and
conclusions should be reviewed with such officials.
When possible, without undue delay. their views
should he obtained in writing and obiectivity con-
sidered and presented in preparing the final report.

j Clearly explain the scope and objectives of the
audit.

k. State whether any significant pertinent information
has been omitted because it is deemed privileged or
confidential. The nature of such information should
be described, and the law or other basis under which
it is withheld should be stated.

4. Each audit report containing financial reports shall:

a. Contain an expression of the auditor’s opinion on
whether the information contained in the financial
reports is presented fairly. If the auditor canno! ex-
press an opinion. the reasons therefor should be
stated in the audit report.

b. State whether the financial reports have been pre-
pared in accordance with generally accepted or pre-
scribed accounting principles applicable to the or-
ganization, program, function, or activity audited
and on a consistent basis from one period to the
next. Material changes in accounting policies and
procedures and their effect on the financial reports
are to be explained in the audit report.

c. Contain anpropnate supplementary expianatory in-
formation about the contents of the financzl reports
as may be necessary for full and informative dis-
closure about the financial cperations of the organi-
zation, program, function. or activity audited. Vio-
lations of ‘legal or other regulatory requirements,
including instances of noncomplance, shall be ex-
plained in the audit report.

Planning for an Audit

Proper planning is essential to an effective audit. An im-
portant part of audit planning is the audit survey.

The audit survey is designed 1o provide the auditor with
maximum information on the structure and operations of the
audited entity in a minimum amount of time. It is an onenta-
tion process for the auditor. The audit survey is intended to:
(1) identify probiem areas warranung additional review; and
(2) obtain information for use in planning and performing the
detailed audit work to foliow. The audit survey facilitates an
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orderly approach to planning and perlorming an it v
erly used, it is an effective tool for apphang acarce ,.;,dm
resources where they will do the most gm;d.

The audit survey associated with . tnancul g (X1
ance audit encompasses the audior’s CXAIMNIN il e alu-
ation of the audited enlity’s system of mnternal accountng
controls. Such evaluation provides the hasis {or the denohop-
ment of a detailed audit program for the conduct of the audst.
Detailed discussions of internal wccounbing control e ahugtumn
qQuestionnaires and finandal and complance aubt prensrams
are beyond the scope of this text. Such mform.q. " nay be
found in textbooks on governmenial audiing. Nlanv states
and some local governments also publish accounting sl -
diting manuals which set forth required/recomniendiad tests of -
internal accounting controls and other anchining prnu'wl_l‘nm-.

In an economy and efficiency periarmance b, it
survey efforts are directed at locating areax where 3t apRears
that ume, money, and other valuable resources could e
saved. In a program effectiveness audit. :udt survey eflans
may primarily be devoted to identifying prosram rois wnd
determining whether information necessary ior evaluting
program results is avaiiable.

The amount of time and eitort required for the it UrVey
varies from one audit to another. Contributing fctors are the
auditor’s training, experience, and knowledye o the dreas

. under examination, the type of audit being periormed. and

whether the survey is a recurnng or foliow-up axsiznment.
Time requirements will also be mfluenced by the size. com.
plexity, and diversity of the audited entity.

Unlike financial and compliance audits where cortam chear.
cut auditing procedures must be performed. such as w-nf_\'tO
accounts receivable. examining inventory balances. ind ree
onciling cash, there really are nv standardized or autonuit.
cally required procedures for periormance audits. Thus does
not mean, however, that perdformance audit> need not he
well-organized and systematic.

All performance aud:t findings are comprised of the ful.
lowing basic elements: '

Elements of Performance Audit Findings

Element Definition

Authonty Legal or administrative authonty to con.
duct the activity under audit

Goal What the activity under audit 1a intended
to achieve

Condivon Extent to which objectives are Inang
achieved

Ef Beneficial results from achicving oinectives

or the loss in dollars or m cftectiveness
caused by failing 10 meet obpctives

Procedures and  Establish ways of performine tushs and

practices achieving objectives
Underlving Reasons why procedures ind practices are
causes effective if goals are being achrevid or the
reasons why they are inclicctve # oy
are not being achieved

Auditors should gather and consider information on cach



F

Exhibit F

O

BOARD : COMMISSIONERS
F Kenneth Kjer

COUNTY Chairman

COMMISSIONERS Herb P. Witt

ROBERT S. HADFIEL Vice-Chairman

.HA D
County Manager aag’a;:e{, . so"k
(702) 782-5176 R.A. Oswald

Agril 7, 1981

Chairmén Keith Eshworth
Crairman Paul May
and Honcrable Senate ané Assembly Taxation Committee Members

Attached is a2 financial analysis prepered by Douglas County in
rait cdated March 31, 198l1. &As -
czn Le seen in the analysis, Senate Bill 411 as propcsed will re-

response to the Senate Bill 411 &

oresent & Iinancial hardship to Douglas County by deteriorating
serviqes to & level below the 1979-E0 total budget. Our analysis
inéicates that the proposed tentative 1981-82 budcet adopted by

the Douglaes County Board of Ccmmissioners will need to be reduced
by 2.4 million éellars. Such a reduction would effectively recguire
Dougles County to reduce spending in cur operating departments

To a level compareble to the 1979-8( arcroved budget.

problem confronted by Dcuclas County is a result of

b}

rnment services not mancezed by the state to be aéd valorem

c

the long stending pelicy of develcring alternate revenues to support
e

suzported a2s in the case of Agriculiure Extension &né Irndigent

Ssrvices (Human Resources). This pclicy oi using the ad valorem

tazx &s a last resort has been successZully implemented in recent

vears &né the tax rate has only been expandeé to include fire
ecticn and most recently a2 voter asproveé bond issue. However,

'0 O
'-—l

cy has proven to be no longer feasible in light ¢f the

s
;eveling out of a2liternate revenue ssurces curing a ccntinuing
iod of population growth and service cdemands reflected in the

562
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proposed 1981-82 tentative budget presented to you in earlier
testimony as an exhibit., ' This budget provides for an 8% increase

in required revenues which is far below the consumer price index.

As a result of this conservative tax policy Douglas County now

£inds itself being penalized in the various revenue formulas
presented to this joint committee, each relaiing.to ad valorem
history. A graphic example of our problem can be found by comparing
<he ratio of ad valorem taxes to total revenue by county statewide.
In 1980-81 Douglas County had a 19% ratio of ad valorem revenue

0 total revenues compared to a statewile average of 38% (see exhibit
I.). In fact Douglas County is presen<tly the cnly courty without

2 tax ad valorem rate to support its ceneral services.

We therefore respectfully urge you to review the attached materials
and request that in your final legislative package you include
a provision for Douglas County to receive credit for our historic

‘conservative approach and allow us to cdevelop our resources in

a manner more consistent with all other local governments. Your
present feormula would allow us no increase or sales tax revenue
in those funds previously without ac valorem revenue. Further,
as the fastest growing county in the state during the decade of
the 1970's (183%) and the receipient cf & 46% population growth
since 1978-79, we perhaps more than any other covernment entity
unéerstané the need for budget £flexibility in the face of massive
oopulation growth. Some mechanism should be also included in
vour legislation to cdeal with the cynamic forces of growth.

Exhibit II attached provides an overview of the impact of Senate
Zill 411 on our éounty and its local covernment entities as reguired
by'Section 1, paragraph C. Column 1 icentifies current 1980-81

tax rates Countywide and column 2 the 1981-82 assessec¢ valuation.
Columns 3, 4 & 5 present allowable City~County Relief Tax and

A& Valorem along with the 15% growth increase calculation. Finally




Column 6 represents the tentative budget reguests for 1981-82,
‘As can be seen several entities incluéing Douglas County will
Zzll far short of reguired revenues.

Tor the purposes of this presentation we will confine our comments
to Douglas County which is more adversely impacted than the other
22 local government entities shown in lines 15-40 on the exhibit
sheet. "
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EXHIBIT III

As can be seen Exhibit III lines 1-8 projects the Ad Valorem
revenue and tax rates or sales tax reguired for Fiscal Year

1981-82 by Douglas County. The General Fund which currently does
not have a tax rate will require approximately 1.2 million dollars
in new revenue to support a $300,000 or 4.5% inciease over the
current 1980-81 budget. The substantial increase in new revenue
required is the result of a diminishing ending fund balance partially
as & result of ekpenditures for the reappreiszl work combined wit

a leveling off and even recduction in some categories of revenue.
The proposed 6.6 million dollar General Furd budcet does not provide
for any addditional personnel and allows only $115,000 for capital
outlay. Salaries and Wage acccunt for 61% of the General Fund
budget which reduces the ability of the county to cut expenditures
without actual service reductions. Further this budget does not
reflect the operations and maintenance costs for two new voter
approved buildings scheduled for occupancy begining June 1982

nor does the budget reflect funding for the ACLU consent decree
which reguires adéitional jzil personnel once the new facilities
are completed. Had Douglas County historically levied a tax rate
in +he General Funé it woulé be very difficult to address these
recuirements, however, under your present Zormula it is impossible.

Conversely cue to the fact that Agriculture EZxtension and Indigerc
Services (Human Resources) have by law been tax ad valcrem supported
they will continue although in a limited éergice mode. An ac
valorem or sales tax is proposed for Data Processing to allow .

tr.e county to purchase new on line ecuipment to replace our existing
Iz¥ System 3, model 12, which is outdated. It is impossible for

+he user departments to finance such a major capital outlay through
service charges. This new ccmputer capability will not only enable
the county to comply in house with the mandates of SB 69 but will
2lso increase the capability of our personnel countywide throuch
more extensive computer applications. A
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EXHIBITS IV & V

Douglas County is confronted with .2 massive road maintenance and
reconstruction program as a result of our rapid population growth
coupled with increased weight loads for which the present roads
were not designed or constructed. The proéosed increase in the
Road Operating Fund detailed in exhibit IV is required to partially
replace the CETA positions in order to maintain current levels

of activity; to implement a scheduled roacd maintenance program;

ené to gradually replace the county's agirng fleet of former state
surplus eguipment used for the last 10-15 years. Revenues from

Gas Tax have been decreasing while mainterace costs have skyrocketed
particularily on the 3.5 mile section of Kingsbury Grade maintained
by the county. The deteriorating condition of Kingsbury Grade

and other roads motivated the Commissioners to seek alternate
funding; however, once again our conservative past would seem

to preclude any new revenues under SB 411.

Exhibit V depicts the Regional Transportation Fund which was
slated for ad valorem or sales tax revenue strictly as a means

of raising federal match money for a "Clean Lake" Grant drainage
and erosion contrcl project on Kingsbury Grade. The County needs
$356,000 for the match on this $712,000 project which does not
include any paving improvements and is cezred to protect Lake
Tahoe water gquality and to stop the roadbed from washing away
annually. The 2¢ optional gas tax andé all revenue sharing monies,
if available, will be reguired to support badly needed reconstruction
anéd new roadbuilding as well as the rebuilding of the Riverview
Bridge washed out by last years floods. A total of $100,000 of
county money will be reguired to gualify for $400,000 in federal
briége replacement money.

¢
(5‘
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DOUGLAS COUNTY BUDGET
FISCAL YEAR 1981-82

(:) ROAD OPERATING
REVENUZ
Opening Fund Balance $ 2§,OOO
Gas Tax ' . $145,000
Ad Valorem or Other Resources $442,600
$615,600
SXPENDITURE - Expected 1981-82
Salaries & Wages $260,000
Services & Supplies $1§0,000
Capital Outlay $ 75,000
Cepitel Improvement .
(Centract Renncvetion) $ 13,000
Znding Fund Balance $ 25,000
$6.5,600

DISCUSSION

The Road Operating Fund supports the cn going maintenance
activities of the County incluvéing snow removal on County
(:) roads, patching, sign placement ané meintenance, shoulder
and guaréreil maintenance, grevel roaé maintenance, contract
road maintenance for other jurisdictions, erosion cont=cl
anéd vehicle maintenance. During this past vear in aédition
to these traditional resporsitilities the Road Department
undertock several major construction projects including
the Fish Sprincs Road, Riverview 2ricce ancd Kingsburyv Grade.
Fer budget plenning purpcses this type of conastruction
rroject shoulé nct be undertaken by the Road Department i
cxcer to allow them to perform currer= maintenance resgoen
sibilities. Such projects shoulé be funded on a project
by project basis out of the Regional Treansportation Fund.

th

The prciected expendi:ures
mairtenznce of the 1980-81
It shculd be ncteé that present
ir the Road Department. The centinue
is cuestionable. Expenditures levels
fector Zor infliaticn. This higher ra
the grezter than average CP:I orice sp
supplies such as gas, oil, accreca

< a2re kesed on the
ervices eand supplie

here are & CETA positions
tlon of this procram
with 2 20% growth

€ of inflation reflects
ead for rcad operating
nd aschalt. The
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Cepital Outlay budge:t shoulé zr cr the reclacement
. O0f one major piece of equipment (i.e. cumnp truck, loader,
etc.) each year as well as routine tocl and snow plow re-
<:> Placement. To accommodate this ccal the Capital Outlay
budget Zor 1981-82 is propcsed z: $75,000. This type of .




commitment will 2llow the County to orcerly replace the
aging ecuipment fleet and more economicelly perform road
maintenance activites. )

OTHIR REVENUE

You will note that the Revenues do not include General
Revenue Sharing which has in the past represented approxXi-
mately 50% of the Road Operating bucécet. This money is
recommended for alloceation to the Regicnal Streets andé
Highways Fund for non reccuring projects.

The AE Valorem tax represents the mecst ctvious source of
revenue to support County road projects.
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MAINTENANCE ESTIMATES

1981 DOLLARS

LENGTH

1981 0.085/f¢t.

ROAD CHIP SEAL

DRZSSLERVILLE 9,440
756 - South Riverview X25" $ 22,000
CEZNTERVILLE LANE 14,720
Tcothill to 88 X25" $ 32,000
MNULLIX LENE 26,220 |
Soothill to 395 ! 225" $ 42,000
~ZX20RT ROLD
Virginia Ditches 6,336
waterloo Intersection X225 $ 14,000
JORISON LANZ
295 - 21LM woodcut 15,840"
Access Road X25" $ 35,000
XINGSBURY GRADE OVERLAY 19,320" $ 42,000
. X25"

" TOTAL $187,000
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DOUGLAS COUNTY BUDGET
FISCAL YEAR 1981-82

REGIONAL STRZZTS & EIGHWRAYS

REVENUE

Openlng Fund Balance $ 25,000

Gas Tax $215,000

Tederal Grant (Clean Lakes) ' $356,000

Ad Valorem or Other Resource $356,000

Short Term Financing $

Revenue Shering $225,000

Loan Repayment (GRID) ) $ 30,000
$1,207,000

EXPENDITURE

Aémiristretion & Other $ 42,500

Mzjor Road Projects expected $712,000 Cleazn Lakes

to be reguired 1980-81. Reier $100,000 Bridge

to the attachedé rced projects

schedule.

Tish Springs Road $ 20,000

RT Plan Projects $283,500

Ending Fund Balance $ 49,000
$1,207,000

DISCUSSION

Based on our commitment on the bridge ané Xingsbury Grace
we will reguire $450,000 to comzlete these proiects. Most
Ccunty roads were not desicned cr constructed to serve as
mejor arterial to serve the majcr population &né increased
commerce experienced by Douglas County over the past Cecade.
As a result it is recommencded that the Ccunty underteke a
major reconstruction program commencing curing FTiscal Year
1881-82. However, to accomplish z mcre cemprehensive and
realistic progcram the County could uncertezke & £five year
borrowing program to reconstruct several miles of critical
roads at current. rather than infletecd costs. xttached is

2 loan schecdule cCepicting the ccsts of such a program on

a sliding scale ¢f investment. This zlan 3 octed would
permit the County to reconstruct severzl miles cof Coun.y
roa€s and is -necessary to prevent further deteri

oZ the Ccunty road system.

ey

-
o — ¥ ....\U."..
—————

To fund the prciects identified as beinc recuired for Fisceal
Year 81-82 acdcitional revenues will be recuireé to sugpert
any adéitional programs other than Kingszury Grade dra;nage
ané the Riverview Bricdge. Easeé on the tenuous year tc

0:?3
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vear funéding for Revenue Sharing these monies should be
ellocated to Regional Transportation for projects.

Ad Valorem tex and or 2 reassignment of other fundéds or
sources represent the most obvious sources of revenuve to
support County road projects.

(allap N
o -
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ROAD PROJEZCT ESTIMATES

1981 DOLLZRS

WIDEN (AND/OR)

ROAD LENGTH REBUILD OVERLAY 1x"
JACKS VALLEZY 8,448 (Widen & Overlay)
395 - Past School x28" $300-320,000 $140-150,000
TILLMAN LANE 6,200
Dresslervilie to X24 - (Overlay)
Langley $55,000
BIVBOURNE LANE | 9,240
Airport Road to X28
Johnson Lane $4€0,000 -
DRESSLERVILLE | 9,440 (Overlay)
756 - South Riverview ! X25 $86,000
|
DRESSLEXVILLE | 3,840°
South Riverview to i X28"
Colony | $121,000 -
CENTERVILLE LANE '14,720°
Toothill to §8 { Xx25° $115,000
: {
MULLER LANZ 119,320
Foothill to 3¢5 P X25°" $148,900
AIRPORT ROAD 6,336" $ 55,000
PoX25.
VIRGINIZ DITCHES ! y $ 20,000
WATERLOO INTERSECTION ! f $100,000
JCHNSON LANE ‘135,840 '
385 - 3LM Woodcu:z i X25!
access Road " $125,000
XINGSRURY GRADE i
Overlay | $200,000
GENOA LANET 19,320
x25 $150,000
DINZINUT 295 to Tump $500,000
TOT2:, FRCSEZCTS $1,401,000 $1,029,900

7O
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In summation Douglas County wishes to reiteriate the need to provide
relief in SB 411 from capping funds such as our General Fund and
other funds discussed above not not previously ad valorem supported
due to our fiscal planning and conservative approach to budgeting.
The existing legislation as proposed creates a situation where
fiscal constraint and broad revenue base is penalized while entities
historically relying on ad valorem taxes will maintain a consistent
revenue generating capability. (See Exhibit I)

We support the need for ad valorem reform through the use of sales
tax replacement monies. Douglas County residents should not be
penalized by excluding the county from sales tax replacement funds
which would occur under the provisions of paracraph C of this
bill.
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Gentlemen:

Exhibit G
FJ -

My name is Roy Neighbors, and I am here inaofficial capacity to

“Jo
Tepresent Nye County t© express concern as % the financial impacts

of the Senate and Assembly tax proposal on Nye Count

. With Nye

County I have spent over 20 years in the field of property taxation.

I an &VaA 2 zember of the lLocal Government Advisory Committee to

the Departnené c€ Taxation (representing small counties) and a memder

of the State of Nevada Multi-State Tax Compact Commiss:ion.

The Nye County Commissioners join with the legislature and the

Governor in your efforts to effect State wide tax reform, but are very

concerned that the tax package under consideration does not address

the population explosion we are currently faced with in Nye County

ané rela<ted cost £Cc our local Sovermment tc

aticn ¢f needed services.

cropexly insure continu-

Two years ago this legislature worked very hazd onm $3 204 in

opposition to the growing popularity of Question 6. We have found

that ir Nye County we can live wish SB 204
the small counties two major facters we ace

it recognizes through the arplicatiecn of an

since it addresses in
conceraed with., First,

annual C.P.I. adjustment

the need for additional revenues by local governments caused by
inflation, and the second and very importent factor in SB 204 is the
population factor. At this time I would like to peint ocut what I.
consider a glaring discrepancy between ST 204 <hat mancates
expendituze caps and the proposed tax pian that mandates a limit on
how =uch preperty taxes and sales taxes can be made available feor
Fuslic expenditures, which does not take into account any increased

dermand %fcr services based on pcpulation incrceases.

Nve Ccunty leads the State ¢ Nevadz in percentage changes i
populaticn during the period July 1, 1977 ¢o July 1, 1980 at over
S51% increase. The state average fcr all cocun<ties is slightly cver
23% ané we expect the populaticn ¢f Nye County £o double in the nex:({L)

years, even without considering the potential MX impacse.

Nve County's valuation jumped over 25 =illion this year (more
valuaticn than scme small counties have), ané we anticipate ancther

125 =million increase for next vear when many of the majcr Tmines

1}

stast 3. (fficials of maier mining ccormpanies have indicatzed that £~17EB
'Y )




l
they aze not looking for windfalls but are looking for good services

M mi”‘;’,ﬂ AL ; @

that will attract qualified workers to rural areas and keep down costly

exployee turnover. The manager of Anaconda Nevada operations D)ﬁ&“‘ 10~
o

$200,000,000 plant near Tonopah stated this to the governor in our &% o

recent meeting with him. Mimrig Big Todystzy sn Nevads - crier SToec
. §onnTs =70, JQoads - Blcs. 4vir; puwgere TSICIL WAT
In Nye County we currently have under constzuction or in the

planning stages approximately $20,000,000 in new housing subdivisicne PLUS
trailer parks, three new shopping centers, two more banks, a million
dollax sewer project underway and s study (2.6 million) for adéditional
water requirements. A new county museum is being built, two libraczy
Frciects, three more fire stations, a new senior citizen complex, %o

naze a few of the projects that will service our residents.

Tor these reasons, G===—=2n, we are concerned wish the tax
package because in our opinion it does not take into aceccunt the full
imzact of the increasing costs of wages and supplies. The 10% per vear
in the tax plan assumes a level of sexvice of three yvears ago when the

1977-1978 base was first estadlished without any growth factors.

vhen we discussaeé this with the governor, his suggestion to our
p=cblem was to raise other revenue producing taxes (business
licenses, etc or have an election to override the "cap"$.

? zespectively submit that under the tax proposal, we would
have t¢o have an election to set tax rates every vear. I this is what
is intended, then - believe it should be proposed this way so that
everybody knows what the real effect cf the proposal would be.

= fu:thei submit :Sa: shouléd it beccme necessary fcr Nye
Ceounty %0 recuest the vciers t¢ increase the taxes, it would create
a2 credibilisy gap between the legisiature and the county’s governing
board. In my orinion this cap will ccntinue to éxis: if <he
legis.iature does notitake into consideraticn the Ifull financial impact
which the tax plan will have on local goveraments. To the best of Ty
wnowl.edge I know ¢f no repcr: prepared for the legislasture of local
gcvernments outlining the extent t¢ which local covermments' budges
will Rave to be reduced and the reduetion of services that will fcllow.

csmeralda County is a cood example of what this proposed tax

cackage will dc to the small cural counties. In little zszeralda
Coumer thev wouLd have to cut approximately $200,000 Srom their
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are they going to raise $200,00 or $2,000 in additional businegs taxes?’
In Nye County we would have to increase our business licenses by
fourteen (14) times, not 14%, to meet the anticipated 1981-82 Budgct
Deficit of 1.2 million, and after that was done, we probably would not
have any business.

Nye County officials would like to see tax cuts for all residents
of this state but feel strongly that a radical change-over frcm pr cpe:*y
taxes to sales tax shou:;d be tempered wish good sound sudgement,
possibly programmed over a three-year period toinsure that the economy |
of our state will properly provide and suppest local govermment services

feom sales tax revenues.

The legislature recently passed laws requiriag parceling of the
counties at an estimated cost in ous ccunty of $180,000. There was further
lecislation enacted two vears ago that Peginning In iuly 1981 all putiic
safety will come under the empiover paid cetiremens at an estimatec
cost of $100,0C0 in Nye County. Many small counties simply wilil nos

be abie to meet these additional mandates. C%O-ﬁ'/“; Ne Neo)

sascomy . )

“he ucban areas uia not have that same type of problems that the

Tural areas have, and to write a law £o mee:t the needs of both has to
¢4
be carefully thought out. We feel that =hece is s$0 much pressuce =5 move
this that a lct of the smaller counties 3o rnct even Xnow what is

hagpening. We are sure that the legislature will recognize %he -
dispazitles that do.exist in the state between the urban 2nd rural aceas,
L: 77 E SAvene CCoaT/en
wgz= do nct have the same capability cf raising non-preperty sax
Tevenues as the larger Counties. -

The position of the 3oard of @ Ccunty Cemmissioners of Nve
County is that smmx the rroposal to shift the funding cf local
gcvermments from a prpoesty tax base ts a sales tax sase should be
sresented to the people in the state Dy :the way ¢f a zuesticn on the
balZct. To transfer the burden of supserting local geovernments frenm
mines, commercial property, utilities, etc. tc the ccnsumer via an
ificcease in the sales tax is of such an impact that the pecple of
this state desezve an opporiunity to decide whether theyv wish to allow
businesses, uvtilities, and cther commercial wventures t=is trcrcsed
win2fall, When the first sales %2x was enaczed, we were tclé =hat it

=< be increasel. wWhat effect will thiz increage rave ¢ sur




cozpetitive edge that we, in this state enjoy? These questions have
not been answered. It is as though, you are being pressured so much
to enact something, that the long range effects have not been carefully

thought out.

Nevada has managed to maintain economic stability in trying
econenic times when many other states and local government have not.

This =2y be the wrong time to tamper wiih zeversing =he tax base f-om
FORTHER Ay I1NCR4ASE 1A+ THE Saves s
property tax to sales tax,will have an adverse effect on businesses
>
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' Exhibit E

SGLARY OF AD VALORE: TeX 23S TOR TAY LEVY

3l Property Soll $_ 84,650,832 EUDGET FOR FISCAL
YesR 1980-81

§secm'ed Prozerty Roll s 13,169,750
' sroceeds of Mines $ 2,770,538

-ocal Assessed Valuation § 100,591,120

ESTIMATED RESOLRCES
; T * WWW
.| FUD RX
! + BALANCE REVEMES |
Vs ) | (2) (3 I (5) (8 |
SYa I _|General | Al 1RS, 28] )y 07
A 2T ot N 1Al D,09
BEE ‘s publie 1inrazny 7 1,200
hEs . Bt 3 AT L.
Erood g | ’ 29,1 200,000
Ry Uaend A | 1,504 T, 149,500
A3 achulance L ALA ~ 264,559 36,600
Y =
Y 0
: | } | 1 H |
t | | | ] \
R 1 1 . =. '. !
T Co.oeobc Serv, D) i GU, 236 | .0&0 | 40,230
? peal Sy | i 16,748 [SEYS) To,oUs . us2 POV
Sus- } i :
| |

2,624,032 | 1,357,980 | 1.350 V4,672,633

oy
= Cnex_runcs: . ! ‘

* (Tigx
*Q".-‘e'veme ﬁur":; M ] 79,000 ¢ | | TS 000
11 iR M 1,/36 i 5&%,500 | | 520,736
2 mranso. M. B 00,%4d | 263 520 | { I 329,868
72 U'meT .ins. M. 1 1y,2-0 | D,/ 33 | 79,259
e TevoTax ML K | 508,000 | _3051c00
gi-.;"",-:,-;:.'o. Beaicn R/ O 3,903 ! Lo, T o~ | @bb,slU%
: ] | ' '
T o i ] | ;
l i L} H )
) \ ' i
1 § 1 ll
. 1 j ! |
. [ ; i | ! i
: N 13 } ; ¥
i . !
j ! ! i :
P! ) - |
—— ' ‘ &
e . 91,683 | 1,838,834 :, 1,788,35"
TESS _n.oeriimie ace | - p! K
S i aee , ‘54 513,533 W 518,5:
_——n-n-S___, - L e mrrve— T - r -
b s © 1 732,286 | 2,502,383 ' 1,357,980¢ 1.35  5,%L2,37
;f&‘ﬁ;;—-—wm : = - : i ——
T 3ncs Tetn3d ol acCoOTting: -
i Sacw ype of fnd:
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A - Atcrual E - Saterprise T - Trust & Agency
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ESTRUATED DFECITR
T, T GRS, | SaRviess. | GariaAL | FESERVES WihL T
WAGES AND SUPPLIES OUTLAY AND/OR EPDOITIRES
ERIGFITS AD OTHER BDLS
BALANCE
[8) @ (3) (%) (5) 45)
X ___0g0,613 886,157 123,635 175.428 2 .1GE B8
2 ] 89 7 | 3,39 72 _090°
_3_% 32,923 £22 7,863 137,607
2 7. 901
T

- 'I
futt—

s .

c,%}_

e

b
t i
! L i ]
B i | S%.//13 405 i &0, 225
=222F 7, | LOL, L3~ 1o, /410 MY
"m;‘ | 1,865,314 | 1,464,869  |586,036 756,414 | 4,672,633
E:ner):':.:.s: i | t
1 ! 232 476 0 T 87,500 [ 19,030 T 990,736
Y1 ! 559,868 i [ | 359,508
i3 | 26,236 ! i 1,013 - 20, 259
%1 000 ' 08, 050
) 2¢4 859 150,082 I 20,099 3,963 GEb, S04
weZ { o | [
: ]
] ]
;
| ' I
] l I
¢ {
1 E i
S e T —— e - -
———e §27,335 1,133,166 107,509 24,058 1,788,557
e i | 518,533 X 528,533
.".‘?;—_'5""5"" :
:ﬁf;\;_ 2,392,859 2,078,502 623,925 780,870 5,922,857
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