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 Boulder City Library District

Duncan R. McCoy, Director, Boulder City Library District
Testimony before the Senate Committee on Taxation on SB-308
Aprif 1, 2003

Mr. Chairman, tadies and gentiemen of the Senate Committee on Taxation, my name is
Buncan McCoy, | am Director of Boulder City Library District, not the largest but one of the many
local government entities which would be adversely affected by the passage of SB-308. I've held
my present position at Boulder City Library District for the past 14 years and have been a public
library director continuously since 1978.

The bill summary for SB-308 simply states: “Revises manner in which revenue from
property taxes is distributed.” | and many of my colleagues in local government find this summary
a concise but sublime understatement.

The principal effect of SB-308 would be to require that 50% of local government's future
property tax revenue, such as may be attributable to growth in ad valorem assessed valuation
after June 30, 2003, be rebated to the State of Nevada. | have drafted a lang version of this
testimony and a short one. This is the short version.

| calculated the effects of SB-308 on projected ad valorem revenues for Boulder City
Library District for the 20 years subsequent to the base year in the bill. The amount to be rebated
to the State, in accordance with S8-308, starts very small at about $6,595 for the first year of the
rebate (1.92 % of total projected ad valorem revenue) and grows to a much larger amount of
about §182,286 at year 20 or 26.22% of total projected ad valorem revenue. This assumes a
steady growth of 3,99% in the value of the tax base and a stable operating levy at next year's
level of .0855/$100 of assessed valuation. Under this scenario, over 20 years, Boulder City
Library District would rebate to the State a total of $1,610,959.

From the perspective of the budget of the State of Nevada or the Clark County School
District, $1,610,959 might seem to be a trivial amount. Please consider, however, that this library
district, like many other local governments, adjusts to revenue “hits” by reducing elective
expenditures - that is, by reducing expenditures outside fixed costs of operation. For a library
district, that mainly means reducing expenditures on library materials (books, magazines, audio-
visual and digital information resources) and equipment (computers, shelving, furniture). The
projected property tax rebates described in SB-308 start very small and grow very large over
time. '

By establishing a “base year,” in this case 2002/2003 with a CPI adjustment, the
expectation is that the State will receive a rebate not only on ad valorem vatuation growth from
one year to the next, but on the same years over and over and over. The language of SB-308
allows ad valorem valuation growth to compound like a savings account. This compounding effect
aillows an initial, fairly insignificant, rebate to grow very large over a fairly short period of time.

There is no language in S8-308 to allow local governments to compensate for the loss of
ad valorem revenues lost to these rebates. The lack of such provisions will serve to cripple not
only local governments’ operating budgets, but also any voter-approved operating levy overrides
a local government might have and future voter-approved debt service levies to retire general
obligation bonds.

When economic times get tight, governments tend to respond in one of two ways. Most
local governments - counties, municipalities, and special districts "hunker down” when times get
tough. They become circumspect in their decisions to expand programs, to increase elective

spending, and to replace wom equipment. And that is how most of Nevada's local governments
are presently responding to current economic realities. We are not asking for additional revenues,
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we are “hunkering down.” The other way governments sometimes respond to tough times is to hit
the public relations trail, describing to the public the dire consequences of not getting more
money, and working to either increase their revenues through new taxation or through redirection
of revenues other government entities are now receiving. The second described response to
tough times is the motivation behind SB-308.

All of us in local government are facing tough times right now and all of us have our jobs
to do. SB-308 begins with a fairly insignificant contribution from ail local governments (except
public school districts) to the State to accomplish, | presume, an assistance to State and school
district revenues. The effects of $B-308 ioom larger and larger as time goes by and will, | am

confident, create very serious problems for local government funding, just a little farther down the
line.

Thank you,

ARt

Duncan R. McCoy, Director
Boulder City Library District
Aprif 1, 2003

$B-308 Testimony of Duncan McCoy
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