SECTION I
TAX OVERVIEW

This section reviews the major tax policy changes approved by the Legislature each
session since 1995. Summaries of tax policy changes back to 1979 are included in the
Revenue Reference Manual available from the Fiscal Analysis Division.

1995 SESSION

Proposals in The Executive Budget and actions during the Legislative Session were, for
the first time, predicated on the General Fund revenue projections of the Economic
Forum. With the expected opening of several major casinos during the
1995-97 biennium, the revenue forecast was optimistic and The Executive Budget was
fully funded by the existing revenue structure.

After identifying reduced caseload projections for Medicaid and Aid to Dependent
Children programs and an upward revised Economic Forum forecast, the Legislature
was able to stray from the status quo revenue plan submitted by the Governor. These
modifications included delaying the prepayment of the insurance premium tax and
adoption of several tax exemptions contingent on voter approval and tax incentives for
economic development. Voters subsequently approved sales tax exemptions for
orthotic equipment and supplies and for sales by charitable organizations.

The Legislature also eliminated the prepayment of taxes on the net proceeds of
minerals, but designed the plan to minimize any revenue loss. Also approved was a
measure to move the collection of the tax on diesel fuel to the terminal-rack level. This
bill ultimately resulted in a substantial increase in revenues for the Highway Fund
because of simplified enforcement and increased compliance. The Legislature
approved no tax increases and only a few fee increases.

Among local government revenue issues, one of the most hotly debated was a bill that
allows new urban towns within Clark County to share in revenues from the
Supplemental City/County Relief Tax (SCCRT) and motor vehicle privilege tax.
Because these two taxes provide fixed amounts of revenue each year, the effect of the
legislation is to transfer resources from the five cities in Clark County to the county
government whenever a new urban town is established.

1997 SESSION

Within a backdrop of national prosperity marked by the lowest inflation, unemployment
rates and federal budget deficits since the 1960s, the state revenue forecasts produced
by the Economic Forum were strong. Another factor tempering support for tax changes
was a new constitutional provision adopted through voter initiative that requires a
two-thirds approval of both houses of the Legislature to increase any tax or fee. As a
result, the General Fund portion of The Executive Budget once again contained no
major tax proposals.
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After realizing The Executive Budget included most of the one-time revenue from the
prepayment of the insurance premium tax in the ending fund balance for the second
year of the biennium, the Legislature approved legislation to repeal the prepayment.
This legislation, which required taxes to be paid on actual premium volume rather than
prior year activity, produced a net reduction of $50 million in the ending fund balance.

Much of the Legislature’s work on taxes during the 1997 session involved issues
important to local governments. One of its most significant actions was to approve a
plan developed by an interim committee to pool local government revenue from six
different revenue sources at the county level and to distribute those revenues to eligible
local governments within the county based on a formula tied to inflation and the growth
in population and assessed valuation. The Legislature further ratified the work of the
interim committee by reauthorizing it as a statutory committee through July 1, 2001.

The Legislature authorized Clark County to impose a ¥4 percent sales tax for additional
water delivery and wastewater facilities and extended the additional sales tax authority
to other counties for their particular infrastructure needs. To provide additional funding
for the rapidly growing school population in Clark County, the Legislature approved an
additional 1 percent room tax, redirected a 5/8 percent room tax from the convention
and visitors authority, and increased the real property transfer tax by 60 cents per $500
of value and earmarked the revenue for school infrastructure.

1999 SESSION

General Fund revenue collections during the 1997-99 biennium were disappointing and
came in below the Economic Forum forecast produced in April 1997. Nevertheless,
The Executive Budget contained no significant revenue enhancements for the third
consecutive budgetary cycle.

The Legislature approved the two minor General Fund revenue changes that were
included in the Governor's proposals. First, about $2.6 million of revenue that had
accrued in the permanent net proceeds fund was redirected to the General Fund in
FY 1998-99. Also, the permanent net proceeds allocation was eliminated in future
years with the formerly earmarked proceeds going to the General Fund. The latter
change increased net proceeds revenue for the General Fund by about $700,000 in
each year of the biennium. The second change set the General Fund commission for
the collection of local sales taxes at 0.75 percent rather than 0.5 percent, adding about
$7.5 million to the state General Fund and reducing local government and school
revenues by a like amount during the biennium.

Only a handful of bills that affect state revenue collections were approved in 1999.
These included the transfer, effective January 1, 2002, of the collection of the gasoline
tax to the Department of Motor Vehicles and a change in the collection point of that tax
to the terminal-rack level. Other bills approved make it easier for Nevadans to purchase
wine for personal consumption directly from out-of-state wineries, outlaw the sale of
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cigarettes in Nevada that were produced for export to another country and then
re-imported into the U.S., and require cigarette manufacturers who have not signed the
master settlement agreement to put money into an escrow account based on the
number of cigarettes they sell in Nevada.

The Legislature also passed a number of bills affecting the revenues of local
governments. Included were more than ten bills recommended by the statutory
committee on the distribution of local government revenue that was created in the
previous session. One of these bills standardized the criteria for tax abatements for
economic development. Another bill from the statutory committee allows the $3.64
property tax rate cap to be exceeded in certain jurisdictions under very limited
circumstances. A third committee bill prohibits a local government from “buying down”
the tax rate of another local government to bring the combined tax rate in that local
government within the statutory rate cap. Other important legislation increased the
room tax in Washoe County to improve convention and visitor facilities, and revised the
property and sales tax exemptions for the public display of fine art.

2001 SESSION

The 2001 session convened with clouds across the economic horizon. Stock values
had been dropping, most severely in the high-tech sector, and various economic
measures indicated a national recession was a strong possibility. In addition, an energy
shortage in California threatened to adversely affect the economies of western states.

The modest General Fund revenue increases forecasted by the Economic Forum were
used to fully fund the Governor's budget proposals. No General Fund revenue
increases were proposed, although the Legislature adopted two non-General Fund
revenue enhancements included in The Executive Budget. The first, A.B. 134,
increases fraud assessments on insurers. The bill produces about $359,500 in
additional revenue annually, of which $263,000 is used to fully fund the Attorney
General’s Insurance Fraud Unit. The remaining additional revenue is used to replace a
portion of General Fund support for insurance regulation. The second measure,
A.B. 199, doubles the trout stamp fee to $10. The additional revenue is used to repay
$3.5 billion in bonds to be issued to rehabilitate fish hatcheries.

The modest General Fund revenue forecast used in The Executive Budget ultimately
proved too optimistic. The Economic Forum’s May 1 revisions reduced projected
General Fund revenues by $87 million during the 2001-03 biennium. After receiving the
reduced revenue numbers, the Legislature approved three General Fund revenue
enhancements to replace approximately $65 million of that “shortfall” over the biennium.

The bills providing revenue increases included A.B. 77 and S.B. 489, which shortened
the period that certain property is considered unclaimed and remitted to the state.
These bills were expected to produce an estimated one-time increase in revenues of
approximately $8.3 million in FY 2001-02. Senate Bill 577 was designed to provide an
additional $29 million during the biennium through increases in a variety of fees on
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business transactions handled through the Secretary of State’s office. Finally, A.B. 460
was designed to increase the state’s share of the car rental fees to a full 6 percent rate
and provide for quarterly rather than annual payment of those fees, generating an
additional $27.5 million for the state General Fund during the 2001-03 biennium.

Because of concerns over the state’s long-term revenue picture, the Legislature
approved A.C.R. 1 during the 17" Special Session. This resolution created a
Governor's Task Force on Tax Policy in Nevada to review state revenues during the
interim. The 2001 Legislature and the 17" Special Session also approved a number of
bills affecting local government finances, including several that contained
recommendations from the Legislative Committee Studying the Distribution of Revenue
among Local Governments (S.B. 253 of the 1997 Legislative Session). One of those
bills, S.B. 557, extended the authority of the Committee through June 30, 2005, and
renamed it the Legislative Committee for Local Government Taxes and Finance to
better recognize the Committee’s areas of study.

In addition to the bills affecting state revenues and local government finances, the
Legislature also approved numerous technical tax law changes and continued to revise
tax exemptions in 2001.

2003 SESSION AND 20™ SPECIAL SESSION

During the 2001-03 Interim, the Governor's Task Force on Tax Policy in Nevada (Task
Force), created by the 17" Special Session, conducted a study of the state’s revenue
and expenditure structure. The Task Force was created principally to examine the
state’s long-term revenue needs with regard to the potential for the state’s revenue
growth to not keep pace with the growth in population and inflation. The Task Force’s
proposed solution to the state’s revenue structure was brought forward for the
Legislature’s consideration in A.B. 281 during the 2003 regular session.

Using the Task Force's recommendations as a template, The Executive Budget for the
2003-05 biennium proposed tax increases and other revenue changes to support the
Governor's recommended budget for the 2003-05 biennium and future biennia.
Included in the proposal were increases in the cigarette, liquor and business license
taxes and Secretary of State and restricted slot fees. These new revenues were
recommended to take effect April 1, 2003, to help balance the FY 2002-03 budget and
to partially replenish the state’s stabilization fund.

Continuation of the tax and fee increases recommended for FY 2002-03, and proposals
to adopt an annual business license fee and a transactions tax on non-participatory
amusement activities and several minor revenue changes were designed to support
the FY 2003-04 budget recommended in The Executive Budget. To finance the
recommended FY 2004-05 spending amount, revenues were to be further
supplemented with a statewide property tax of 15 cents per $100 of assessed valuation.

The Governor’s budget also requested the 2003 Legislature to approve a gross receipts
tax on businesses and increase the top gaming tax rate combined with a reduction in

20



the business license tax to support the budget beginning with the 2005-07 biennium and
beyond. The enactment of a gross receipts tax was a key component of the revenue
recommendations made by the Governor’s Task Force on Tax Policy in Nevada.

In May 2003, the Economic Forum forecasted modest increases of 4.5 and 5.0 percent
in General Fund revenues for FY 2003-04 and FY 2004-05, respectively, from a
FY 2002-03 base that was considerably reduced from the Forum’'s May 2001
projections. With these revised forecasts, overall revenue growth would remain far
below the combined effects of population growth and inflation since FY 2000-01. The
Executive Budget proposal and various alternative revenue enhancement plans to
support the Governor’'s budgetary recommendations proved to be the most debated and
controversial issue for the Legislature, not only during the 72" Regular Session, but
through the 19" and 20™ Special Sessions, as well.

The revenue package to support the General Fund appropriations was ultimately
adopted at the conclusion of the 20" Special Session of the Nevada Legislature, which
ended on July 22, 2003. The three bills approved to raise revenue, A.B. 4, S.B. 2, and
S.B. 8, included several of the elements contained in the revenue proposal submitted in
January 2003 by the Governor. Nevertheless, the final funding plan also differed from
the Governor’s revenue proposal in many important details.

One of the Governor’s proposals that was not approved by the Legislature was bridge
revenues to help balance the FY 2002-03 budget. Instead, the Legislature approved
the transfer of $135 million from the Rainy Day Fund, which represented almost the
entire balance of the fund and $85 million more than was recommended by the
Governor. The increases in cigarette and liquor taxes and restricted slot fees
recommended by the Governor to take effect in April 2003 were included in S.B. 8, but
their effective dates were delayed by more than three months because the bill was not
approved until July 22, 2003.

Senate Bill 8, which encompasses more than 90 percent of the revenue package,
includes the annual business license fee and a live entertainment tax. The Governor’'s
proposals for a state property tax and a gross receipts tax were not adopted. In their
place, the revenue needs for the 2003-05 biennium and future biennia were met with a
combination of a real property transfer tax, a modified business tax and a larger gaming
tax increase than was proposed by the Governor. The enactment of a modified
business tax, in the form of a payroll tax with a special higher rate on financial
institutions and a deduction for costs of providing health insurance coverage for
employees, also resulted in the repeal of the state business license tax.

The remaining two bills, A.B. 4 and S.B. 2, provided additional revenue over the
2003-05 biennium through reductions in tax payment and collection allowances for
liquor, cigarette, other tobacco and sales taxes, and higher fees on commercial
recordings and securities collected through the Secretary of State’s office.
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The table on the following page presents a summary of the tax changes approved in
S.B. 2, S.B. 8, and A.B. 4 during the 20" Special Session.

22



¥00zZ ‘T Arenuer

"8UO0 JO SS8JXa Ul BpeASN Ul
921110 yourelq yoea IoJ 0G/ ‘TS 10 a1el Alianenb e 1e passasse ‘000‘L$ 10 93] asiyourl) [enuuy

'000°2$ J0 88} [enuuy

(8 G@s) xelL
9s10X3 yueg youeig

€002 ‘T 1890100

‘sueld 1auaq yijeay Jo ssuelinsul yijeay Joy sakojdws ayi Aq pred junowe
3y} 10} uononpap yum suonnsui [eroueuly Aq pred sabem ssouf uo xe) Juaaiad z pasodu|

"xe) uadlad g pasodu)

(8 g@S) suonmusuy
[edueUlS - Xe |
ssauisng payIpoN

€002 ‘T 1990100

"sue|d 1auaq yiesy
10 8ourINSUl Yieay Joj 1akojdws ayr Ag pred junowre ay) 10} UondNPap yum ‘00z ‘T AN
uo j1uadlad g9'Q 01 Bullamol ‘pred sabem ssolb uo 0-£00Z Ad 10} xe1uadiad 2 0 pasoduw)

"700Z T AInr uo wad1ad 59°0
0] paJamo| ‘€002 ‘T 4890100
uo xe) uaalad 2 0 pasodu]

(8 gs) ssauisng
[eJaua9) - xe|
ssaulsng payIpon

€002 ‘T 1890100

‘pun4 [elaua9 alels ayl 01 0b xe} 0 T$ Wol)
spaadold ||y (s109l04d [eudes oy 10L1SIp |00YIS 0] spaadoid) Aiunod Mie|d ul anjea Jo 00S$
Jad S8 09 reuonippe ue snid ‘anjea Jo 00S$ Jad Sluad G9 sI Xe) Jajsuel] [9Ad] Alunod Bunsixg

‘Aadoud
[eal Jo Jajsuel] UO anjeA Jo 00S$
J1ad 0g°T$ Jo xe} ajels pasodu

(8 @S) xel Jajsuel ]
Auadold [eay

002 ‘T Arenuer

"$00Z ‘T Arenuer aAoays ‘Xel Juswureualu ouisen ay) pade|dal Xel Juswurenalus aAr

‘s|rew Buiddoys 1o smoys
apel] Se Yons SanuaA ul Juswurelaiua A10ssadoe urenad (9) pue isiuana areaud (g) ‘sayorew
Buixoq () ‘suoneziuehio yoiduou (£) ‘SHwi| 8SOYI UIYIM uoneuIquod Aue 1o saweb g 1o s10|s

TG UBY) SS3| Yum pue 0E ueyl ssa| Buireas wnwixew yum suawysiigelsa buiweb (g) ‘00€
uey) ssa| Buneas wnwixew yim sjuswysiigeisa buiweb-uou (T) :apnjoul xel wol suondwaxgy

"Aluo abueyd uoissiwpe

uo xe) Jusdlad G—alow

10 00SG*/ SI Aouednod20 winwixew J
"asipuey2IaW pue ‘sjuswysalial
‘pooy snid ‘abreyd uoissiwpe

uo xe} Juadlad QT — 00S‘ . ueyl
ss9| sI Aouednado wnwixew J|

(8 9S) xeL
juswiurenaug aAI

NOISS3S 1VIO3AdS ,,0Z IHL ONIdNA dIA0HddV SIXV.L MIN

€002 ‘22 Ainp

"00T$ Jo 98} asuadl| ssauisng [enuue Aq pasejdal Gg$ 10 89} Buisuadl] swn-auQ

"sassaulsng 10}
93] 9sUd2I| lenuue 0OT$ pareald

(8 g@s) aa4
9SuUaIIT ssaulsng

€002 ‘T 1snbny

uadJad G/°9 0] pasealdul 000‘yET$ Jano anuanal buiweb ssolb Ajyuow uo xey uadiad GzZ'9
pue ‘uadlad G 01

pasealoul 000‘YET$ 01 dn pue 000‘0S$ J8A0 anuanal Bulweb ssoib Ajyiuow uo xe) Juaalad ¢
‘uaolad g’ 03 pasealoul 000‘0G5$ 01 dn anuanal Buiweb ssolb Ajyiuow uo xe} Juasiad €

'S99SUdII| PalaLISal
-uou Joj waalad g0 Aq arel xey
anuanal Buiweb ssoib pasealou|

(8 9S) xel anuanay
Buiwes ssoio

suondaoxa
ureLIad Yyim
€002 ‘T JaqWaAON

"921J40 S,2181S Jo AIe1a10as ay) Aq papinoid SadIAIas pue saniAnde bully

10} S@INJEIS PasInY BPeASN 8 JO GZZ Pue ‘9TT ‘SOT ‘v0T V26 ‘06—8. siardeyd ul suosiad
pue sannua 1aylo pue sassauisng Aq ajgeied saa) mau pajeald pue Bunsixa pasealou|

"91e1S Jo Alelaloas
au yum Buipy 1oy sannus Aq
pred saa) paleald pue pasealou|

(v av pue
Z 9S) sead buii4
alel1s Jo Are1aloas

€002 ‘ze Aine

"295U301| pajollsal e Aq parelado g 0] pamoj[e saulydew
GT 10 wnwixew e 01 dn TH#T$ 01 90T$ WOJ) pasealoul saa) Aanenb ‘g 18A0 aulydew [euonippe
Uoea 104 'SaulydeW 10|S Sl ISl Joj aulyoew Jad T8$ 01 T9$ WOy pasealdul saay Aliauend

uadlad gg Aq
SuONeI0| PaJJLIISal Ul Saulydew
10Js Jo uonelado Joj 93} pasealou|

(8 @s) @24 10IS
palnsay Apauend

€002 ‘T 1snbny

‘uojeb Jad sjuad 9T 01 SJUBD 6 WOI) pasealdui—(sabelanaq Jew) J1aag

pue ‘uojeb Jad Sjuad 0/ 0] SIUBD O WOJ) Pasealou—awn|oA Ag [oyodje Juadlad T 1apun
‘uojreb Jad O£ T$ 01 SIUSD G/ WOJ) PaseaIduI—awWn|oA AQ joyodfe Juadiad gz 01 T

‘(pun4 jeisuas aress 0} uojeb Jad G'2$ pue ‘einwio} A101Nrels

Aq senunod 0] painguisip uojeb Jad s1uad Qg ‘1unodde weiboid onbij ul pausodap uojeb
Jad swad GT) uojreb Jad 09'E$ 01 GO'Z$ WOIy pasealdul—awn|oA Ag joyodle Juadlad Zg 18n0

"uaalad g7 Ag s1onpoud aljoyooje
uo xe) uojeh Jad pasealou|

(8 gs) xel Jonbi

€002 ‘22 Ainp

‘(pun4 [eJausn alLlS 01 SIUBD O/ PUEB SBIUNOD 0] SIUSD OT) Yoed/slusd
08 01 pasealoul (punj [esauab ayels 0] SJUSD GZ pue SBNUNO0I 01 SIUBD OT) Yord/SIULd GE J0 Xel

‘sanatebiod oz Jo yoed
Jad sjuad Gy Ag xe] pasealou]

(8 9S) xel enasehin

NOISS3S 1VIO3dS ,,0Z FHL ONIdNd dIA0HddY SII4 ANV SIXV.L ONILSIXT NI SIONY

HO ANV S3SV3IHONI

31vd 3AILDO3443

NOILdI4OSs3d

334/31VYd XVL

324dNOS INNIATY

NOISS3S 1VIO3dS ,,,02 IHL 40 ¥ 1119 A19INISSY ANV '8 1119 ILVNIS ‘2 1119 ILVYNIS NI dIA0HAdY STONVHO ANV SISVIHONI XV.L

23



7002 ‘T Arenuer pajeadal sem | 30 ay) [1UN 198)48 Ul 81aM pue '€00g ‘T Jaquialdas aAndaye
alam Jeyl g gs ul panoidde asem (13D) Xel 1uswurelslul ouised 8yl 01 SUONEDLIPON

"asipueyaJaw pue (8 @s)

‘suawysligelsa Buiweb palollsal-uou ul papirnoid SJUSAS JUBWUIRIBIUD PAISA0D ‘sjuswysalal ‘pooy ‘uoissiwpe Xe| juawureusuy

#002'T Arenuer | Joj pred asipueydsaw pue ‘sljuawysalial ‘pooy ‘uoissiwpe Joy pred sjunowe |je jo uadiad QT | J0j pred siunowe |je jo Jusdlad OT ouised
'SUOIINIISU| [eldueUI4 — Xe] SSauisng pPalipoN pue ssauisng “19uenb Jad aakojdwa (8 @s) xel

€002 ‘T 1990100 | [eJouaD — xe] Ssauisng pPayipoN ayl Aq padejdal pue ‘€00z ‘T 1990100 pafeadas sem xe| waeAinba awn-|ny 4ad Gz$ 9sua9I] ssauisng
SaXVL d31vad3d

€00z ‘T AInC

(1uno22Y [00Y9S 2ANNQLISI BY) PUe pun4 [eIaUd9 3JelS ay] 0] SONUSA3I [euonippe papiroid
abueyo siyl) "saxel asn pue saes Jo uswAed Apwn Joj usdiad G0 01 wddlad GzZ'T :wolj
arels ay) 0] xe) bumiwai pue Hunda||od Joy Jakedxel 01 papircid SIUNOISIP UOIIS||09 PaJNpay

"Xe)] sajes ay) bumiwal
pue Bunoo||09 Jo) JoAedxe)
01 papinoid UNOJSIP PadnNpay

(¥ gv) wnoasig
uo199|0) Xe] sajes

€002 ‘T 1snbny

"sjonpoJd 022eqo] Jay1o uo xe) Joj Juaaiad G0
01 12tad g pue ‘xel enasebio pue xe) Jonbi Joj usoiad g0 01 usdtad g :woly aels
a1 0] saxe) ay) Bumiwal pue Bunoa|oo Jo} Jakedxe] 01 papiroid SIUNOISIP UONDS|I00 Padnpay

"Saxe] Ure}1ad Jo Uonds||0d

10 S1S09 8y} 19SH0 0) SIv[eSa|oyM
pue siajielal 0) pajuelb
SIUNOJSIP UOI23]|02 PaINPaY

(¥ av)

SJUN0JSIQ UONI3||0D
Xe] 0229eqo] Jayl0
pue apaJtebi) ‘ionbi

31V1S FHL OL XV.L ONILLINTH ANV ONILOTTTOD 04 SHIAVAXV.L OL d3dINOdd SINNODSIAd NOILD3TI0D NI NOILONA3Y

24



	1995 SESSION
	1997 SESSION
	1999 SESSION
	2001 SESSION
	2003 SESSION AND 20TH SPECIAL SESSION
	TABLE OF CONTENTS



