SECTION |
HISTORICAL PERSPECTIVE

This section contains a historical review of actual state General Fund revenues and the
Economic Forum’s December 1, 2008, forecasts for the 2007-09 biennium, adjusted for
legislative actions approved during the 25™ Special Session, as well as a historical
presentation of General Fund operating appropriations combined with the Governor’'s
recommendations for the 2009-10 biennium. Graphs depicting the trends in General
Fund revenues since FY 1995-96 are presented below.

GENERAL FUND REVENUE TRENDS

FY 1995-96 TO FY 2005-06

General Fund revenues were approximately $1.83 billion in FY 2002-03, a 41.4 percent
increase over FY 1995-96 revenues. The average annual growth rate over those eight
years was 5.1 percent. However, given the state’s robust population growth, per-capita
revenues grew at only a 0.6 percent average annual rate for the period spanning
FY 1995-96 to FY 2002-03. Furthermore, inflation-adjusted per-capita revenues
actually declined at an annual average rate of 1.6 percent per year for that period. In
FY 2002-03, inflation-adjusted per-capita revenues were approximately $674, measured
in FY 1995-96 dollars, compared to $761 in FY 1995-96. Thus, while the state’s
revenues were experiencing positive gains, those gains were not keeping pace with
inflation and the state’s rapid population growth and the attendant increase in demand
for government services.

In response to the downward trend in inflation-adjusted revenues per capita, the tax
package approved during the 20" Special Session created new taxes in addition to
increasing some of the existing levies. Information on the tax plan approved during the
20™ Special Session is provided in Section 11l — Tax Overview of this report.

Nevada General Fund Revenue Trend
Actual: FY 1995-96 to FY 2005-08 Forecast: FY 2008-09 to FY 2010-11
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In FY 2003-04, the initial year of implementation of the 2003 tax plan, General Fund
revenues increased 31.7 percent. The majority of this increase was attributable to the
tax changes approved by the 2003 Legislature. However, due to stronger than
anticipated economic activity, the actual growth was higher than the projections, which
incorporated the estimated effects of the tax changes. General Fund revenues grew an
additional 14.1 percent in FY 2004-05, the first year in which all the tax changes from
2003 were fully implemented. Again, the growth observed was attributable to the
implementation of the tax measures, as well as strong and sustained economic activity.
By FY 2005-06, the effects of the tax changes from 2003 were fully annualized; thus the
11.5 percent growth in General Fund revenues over the prior year was due primarily to
economic growth.

Beginning in late 2006 and early 2007, the fiscal environment began to change and due
to already slowing national and state economic activity, total General Fund revenues
increased by only 2.8 percent in FY 2006-07. In fact, per-capita revenues in
FY 2006-07 fell by 0.8 percent and inflation-adjusted per-capita revenues were
3.1 percent below the level in FY 2005-06.

As economic conditions continued to worsen through the end of calendar year 2007 and
into 2008, total General Fund revenues actually fell by 2.9 percent in FY 2007-08. On
an inflation-adjusted per-capita basis, General Fund revenues decreased by 8.7 percent
in FY 2007-08 to a level that is below that observed in FY 2003-04 and FY 2004-05 after
the 2003 tax changes.




FORECAST: FY 2008-09 1O FY 2010-11

Based on the Economic Forum’s December 1, 2008, forecast, total General Fund
revenues are projected to decrease by 9.1 percent to $2.777 billion in FY 2008-09 and
increase by only 0.2 percent to $2.782 billion in FY 2009-10 and by 3.3 percent to
$2.874 billion in FY 2010-11. Total projected General Fund revenues for the
2009-11 biennium of $5.656 billion are forecast to be 3.0 percent ($175.0 million) below
the projected revenues for the 2007-09 biennium of $5.832 billion (amount includes
FY 2007-08 actual collections and FY 2008-09 projected collections —December 2008
Economic Forum).

The projected revenues for the 2007-09 biennium of $5.832 billion are approximately
$981 million (14.4 percent) below the Economic Forum’s May 1, 2007, forecast
(adjusted for legislative actions approved during the 2007 Legislative Session) for the
2007-09 biennium.

Based on the worsening economic conditions and Economic Forum’s revised forecast
for FY 2008-09 approved at its December 1, 2008, meeting, the Governor called the
Legislature into Special Session on December 8, 2008. During the 25" Special
Session, the Legislature enacted the following measures contained in Senate Bill 2 to
provide an estimated additional $31.1 million in General Fund revenue in FY 2008-09
and a reduction of $1.5 million in FY 2009-10:

¢ Reduce the collection allowance provided to the taxpayer for collecting and remitting
the following taxes, effective January 1, 2009, and ending on June 30, 2009: sales
and use taxes ($1,109,140), cigarette taxes ($125,955), liquor taxes ($50,412), and
other tobacco taxes ($11,209).

e Require one percent of the four percent recovery surcharge retained by short-term
car rental companies as reimbursement for the cost of vehicle licensing fees and
taxes to be deposited in the state General Fund effective January 1, 2009, and
ending June 30, 2009.

e Require the advance payment on the net proceeds of minerals tax in FY 2008-09
based upon estimated net proceeds for current calendar year. The provisions also
apply to FY 2009-10 and FY 2010-11, but revert back to the former method of taxing
net proceeds based on the previous actual calendar year effective July 1, 2011
(FY 2011-12). This tax change is estimated to increase FY 2008-09 General Fund
revenue by $28.0 million and decrease FY 2009-10 collections by $1.5 million.

COMPOSITION OF GENERAL FUND REVENUES

From FY 1995-96 to FY 2002-03, taxes, on average, accounted for approximately
93.3 percent of total General Fund revenues. On average over this eight-year period,
sales tax accounted for 37.2 percent and gaming taxes contributed 38.2 percent, with
other taxes accounting for an average of 17.9 percent of total General Fund revenues.
Non-tax revenues generated approximately 6.6 percent of total General Fund revenues
on average over the FY 1995-96 to FY 2002-03 historical period.



The tax changes approved during the 20" Special Session did not alter the share of
revenue provided by tax versus non-tax sources. However, the distribution amongst the
sources of revenue generated within the tax category was changed. In FY 2003-04,
total taxes accounted for 93.3 percent of total General Fund revenues, while non-tax
revenue sources provided 6.7 percent, almost identical to the average shares observed
prior to FY 2003-04. Sales taxes accounted for 32.9 percent and gaming taxes
(including the gaming portion of the live entertainment tax) generated 33.3 percent of
total General Fund revenues in FY 2003-04. The previous eight-year average shares
for sales and gaming taxes had been 37.2 and 38.2 percent, respectively. The
implementation of the modified business tax and real property transfer tax was the
primary cause of the dilution in the shares of the sales tax and the gaming tax
contributions to the General Fund.

Based on the Economic Forum’s December 1, 2008, forecast (adjusted for legislative
actions approved during the 25" Special Session), total taxes over the
2009-11 biennium are projected to account for approximately 92.5 percent of total
General Fund revenues. The 2009-11 biennium sales tax collections are estimated to
generate 32.5 percent of total General Fund revenues. Gaming taxes are expected to
contribute 31.0 percent; other taxes are projected to provide 29.0 percent; and non-tax
revenue sources are forecast to account for 7.5 percent of total General Fund revenues.

NEVADA GENERAL FUND REVENUES
By Type, FY 1995-96 to FY 2010-11
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GENERAL FUND REVENUES - ECONOMIC FORUM DECEMBER 1, 2008 FORECAST ADJUSTED FOR 25TH SPECIAL SESSION LEGISLATIVE ACTIONS

ACTUAL: FY 2005 THROUGH FY 2008 AND FORECAST: FY 2009 THROUGH FY 2011

ECONOMIC FORUM'S FORECAST FOR FY 2009, FY 2010, AND FY 2011 APPROVED AT THE DECEMBER 1, 2008 MEETING ADJUSTED FOR 25TH SPECIAL SESSION ACTIONS
February 2, 2009 - 9:30 AM

I ADJUSTED DECEMBER 1, 2008 ECONOMIC FORUM FORECAST

FY 2005 % FY 2006 % FY 2007 % FY 2008 % FY 2009 % EY 2010 % FY 2011 %
DESCRIPTION ACTUAL Change ACTUAL Change ACTUAL Change|| ACTUAL[a] Change Change| Change| Change|
TAXES
TOTAL MINING TAXES [3-FY09] $16,449,304 -2.2%) $19,661,886  19.5%|  $27,698,719  40.9% $35,131,075  26.8%) $61,600,000 75.3%||  $26,600,000 -56.8%] $26,600,000
TOTAL SALES AND USE TAX [1-FY04][1A-FY09][1B-FY09] $913,895,384  15.6%|| $1,005,054,248  10.0%]|| $1,020,762,102 1.6%|| $985,739,728  -3.4%|l| $902,060,140 -8.5%|| $905,548,000  0.4%|| $932,735,000  3.0%
TOTAL GAMING TAXES [2-FY04][3-FY04][1-FY06] $749,655,622 4.9%|| $838,004,296  11.8%|| $858,640,751 25%|| $803,946,125  -6.4%|l| $715,272,700 -11.0%|| $738,886,700  3.3%|| $767,472,900  3.9%
CASINO/LIVE ENTERTAINMENT TAX [4a-FY04][4b-FY04][2-FY06] $107,884,337  20.9%|| $117,109,288 8.6%|| $132,493,622  13.1%| $131,820,221  -0.5%|J| $125,927,000 -4.5%|| $129,879,000  3.1%|| $137,256,000  5.7%
INSURANCE PREMIUM TAX $215,948,970  11.1%|| $238,627,989  10.5%|| $260,000,139 9.0%|| $257,367,094  -1.0%|l| $252,822,400 -1.8%|| $254,083,400  0.5%|| $261,438,900  2.9%
LIQUOR TAX [5-FY04][2-FY09] $35,490,874 7.5%||  $37,347,240 5.2%||  $38,911,094 4.2%||  $39,434,816 1.3%) $39,329,412  -0.3%||  $39,940,000  1.6% $40,918,000  2.4%
CIGARETTE TAX [6-FY04][2-FY09] $113,282,664 6.1%|| $114,693,245 1.2%|| $113,071,937  -1.4%|| $110,418,288  -2.3%||| $100,962,955 -8.6%| $102,329,000  1.4%|| $102,329,000
OTHER TOBACCO TAX [7-FY04][2-FY09] $7,557,607 9.1%| $8,178,593 8.2%| $8,841,781 8.1% $8,840,580 0.0%] $8,940,209  1.1% $9,057,000  1.3% $9,212,000  1.7%
LAETRILE & GEROVITAL MFG.
HECC TRANSFER $5,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000,000 $5,000,000
BUSINESS LICENSE FEE [8-FY04][3-FY06][4-FY06] $14,486,315  22.2% $21,897,095  51.2%|  $19,997,653  -8.7% $19,566,390  -2.2%| $19,883,000  1.6%|| $19,617,000 -1.3% $19,814,000  1.0%
BUSINESS LICENSE TAX [9-FY04] $1,297,383  -94.2% $431,986 -66.7% $239,466  -44.6% $13,983  -94.2%) $10,000 $7,500 $5,000
MODIFED BUSINESS TAX
MBT-NONFINANCIAL [10-FY04][5-FY06][6-FY06] $205,348,170  40.5%|| $232,760,812  13.3%|| $257,432,283  10.6%|| $263,902,120 25%||| $264,203,000  0.1%| $252,159,000 -4.6%| $260,733,000  3.4%|
MBT-FINANCIAL [11-FY04][5-FY06] $21,575,335  39.3% $22,491,110 4.2%||  $21,520,319  -4.3% $20,698,297  -3.8%) $18,696,000 -9.7%||  $17,374,000  -7.1% $18,696,000  7.6%
BRANCH BANK EXCISE TAX [12-FY04][7-FY06] $3,084,456  104.5% $2,819,210  -8.6% $3,029,997 7.5%) $3,142,650 3.7%] $3,219,000  2.4% $3,178,000  -1.3% $3,213,000  1.1%
REAL PROPERTY TRANSFER TAX [13-FY04][8-FY06] $148,730,974  69.0%|| $164.841,506  10.8%|| $120,374,961 -27.0%| $85,882,799  -28.7%| $66,640,000 -22.4%||  $70,000,000  5.0% $72,100,000  3.0%
TOTAL TAXES $2,559,687,394 14.10/3 $2,829,008,504 10.5%| $2,888,014,822 2.10/§| $2,770,904,166  -4.1%|}| $2.584,565,816 -6.7%| $2,573,658,600 -0.4%| $2,657,522,800 @
LICENSES
INSURANCE LICENSES $11,358,651 7.4% $12,536,529  10.4%||  $13,706,513 9.3% $14,500,714 5.8%] $15,226,000  5.0%|| $15,987,000  5.0% $16,786,000  5.0%
BANKING LICENSES [16-FY04]
MARRIAGE LICENSES $599,890 0.9% $559,974  -6.7% $512,218  -8.5% $490,094  -4.3% $468,200  -4.5%) $441,900  -5.6%) $412,700  -6.6%)
TOTAL SECRETARY OF STATE [14-FY04] $84,122,084  11.7%|| $101,139,626  20.2%|  $99,238,461  -1.9%|| $100,565,232 1.3%) $96,580,000  -4.0%|| $97,075,000  0.5%|| $97,721,000  0.7%
PRIVATE SCHOOL LICENSES $274,132 8.9% $246,102  -10.2% $249,129 1.2% $217,403  -12.7% $200,500  -7.8%) $212,000  5.7% $225,000  6.1%|
PRIVATE EMPLOYMENT AGENCY $18,700  -28.1% $18,000  -3.7% $18,300 1.7%) $18,700 2.2%| $16,000 -14.4%| $16,000 $16,000
TOTAL REAL ESTATE [15-FY04][16-FY04] $2,628,035 -1.0%] $3,167,643  20.5% $3,160,580  -0.2% $2,884,718  -8.7% $2,795,500  -3.1% $2,791,500  -0.1% $2,875,530  3.0%
TOTAL FINANCIAL INSTITUTIONS [16-FY04]
ATHLETIC COMMISSION FEES $2,462,447 9.0% $3,042,779  23.6% $4,243723  39.5% $3,200,947  -24.6% $3,100,000  -3.2% $3,200,000  3.2% $3,300,000  3.1%
TOTAL LICENSES $101,463,939 10.70/3 $120,710,653  19.0%|| $121,128,924 0.30/3 $121,877,809 0.6%|l| $118,386,200 -2.9%| $119,723,400  11%|| $121,336,230  1.3%|
FEES AND FINES
VITAL STATISTICS FEES [17-FY04] $845,362  11.3% $901,094 6.6%) $990,077 9.9%) $979,552  -1.1% $1,008,900  3.0% $1,039,200  3.0% $1,070,400  3.0%
DIVORCE FEES $208,010 1.2% $211,146 1.5%) $201,846  -4.4% $201,111  -0.4% $201,200  0.0%| $200,800  -0.2%| $200,500  -0.1%
CIVIL ACTION FEES $1,412,898 2.6%) $1,396,729  -1.1% $1,445,950 3.5% $1,530,101 5.8% $1,572,400  2.8% $1,635,700  4.0% $1,698,900  3.9%
INSURANCE FEES $576,035 -7.7%] $1,370,097 137.8% $882,643 -35.6% $2,143,195 142.8% $1,300,000 -39.3% $688,000 -47.1%| $688,000
MEDICAL PLAN DISCOUNT REGISTRATION FEES $9,000 $12,000  33.3%) $16,000  33.3% $17,500  9.4% $19,000  8.6%
TOTAL REAL ESTATE FEES $1,243,176  13.2% $1,452,974  16.9% $1,268,567  -12.7% $957,184  -24.5% $772,600 -19.3%) $766,450  -0.8%) $780,550  1.8%)
SHORT-TERM CAR LEASE [4-FY09] $26,793,014 45%||  $26,659,712  -0.5%|| $29,806,850  11.8% $29,792,195 0.0%] $29,779,910  0.0%||  $28,700,000  -3.6%] $30,135,000  5.0%
ATHLETIC COMMISSION LICENSES/FINES $122,515  11.6% $690,076  463.3% $585,662  -15.1% $482,325  -17.6% $450,000  -6.7%)| $475,000  5.6%| $475,000
WATER PLANNING FEES
STATE ENGINEER SALES $2,077,432  22.3% $2,249,185 8.3% $2,165,724  -3.7% $2,272,980 5.0%] $1,700,000 -25.2% $1,700,000 $1,700,000
SUPREME COURT FEES $208,203 -4.9%) $195,680  -6.0% $218,285  11.6% $220,335 0.9%| $225,200  2.2% $230,900  2.5%| $238,300  3.2%)
MISC. FINES/FORFEITURES $484,199  85.2% $1,269.520 162.2% $2,631,519 107.3% $2,400,455  -8.8% $3,052,700  27.2% $2,127,100 -30.3% $2,375,200 11.7%
TOTAL FEES AND FINES $33,970,845 6.20/3 $36,396,214 M $40,206,123 10.50/;| $40,991,433 2.0%) $40,078,910 -2.2%| $37,580,650 -6.2%| $39,380,850 4.8%|
USE OF MONEY AND PROPERTY
LYON COUNTY REPAYMENTS
OTHER REPAYMENTS [18-FY04] $2,100,078 4.5% $2,200,892 4.8% $2,905,765  32.0% $5,145,859  77.1% $4,016,543  -21.9% $1,639,465 -59.2% $1,145,006 -30.2%
MARLETTE REPAYMENT $10,512 $10,664 1.4% $10,512  -1.4%| $10,512 $10,512 $10,512 $9,185 -12.6%)
INTEREST INCOME $13,685,869  202.2% $32,933,368 140.6%| $52,915782  60.7% $56,336,346 6.5%] $16,913,800 -70.0% $5,534,100 -67.3% $12,060,200 117.9%
TOTAL USE OF MONEY AND PROPERTY $15,796,458 141.2%| $35,144,924 122.5%| $55,832,059 58.90/3 $61,492,717  10.1% $20,940,855 -65.9%| $7,184,077 -65.7%| $13,214,391 83.9%|
OTHER REVENUE
HOOVER DAM REVENUE $300,000 $300,000 $300,000 $300,000 $300,000 $300,000 $300,000
MISC. SALES AND REFUNDS $1,428,335  58.9% $3,934,335  175.4% $5,031,331  27.9% $2,383,105 -52.6% $938,800  -60.6%) $956,300  1.9%| $953,500  -0.3%)
COST RECOVERY PLAN $9,624,189 -0.9%| $10,458,762 8.7%||  $10,455,487 0.0%] $7,139,068  -31.7% $7,144,500 $7,144,500 $7,144,500
PETROLEUM INSPECTION FEES $582,201 4.3% $580,469  -0.3% $609,362 5.0% -100.0%
UNCLAIMED PROPERTY [9-FY06] $19,811,660 1.0% $22,269,598 $23,464,527 5.4% $49,179.534  109.6%) $36,000,000 $34,357,000 $34,305,000
TOTAL OTHER REVENUE $31,746,384 2.1% $37,543,164 $39,860,707 6.2% $59,001,707  48.0%) $44,383,300 $42,757,800 $42,703,000
TOTAL GENERAL FUND REVENUE $2,742,665,021  14.1%| $3,058,803,459 $3,145,042,636 2.8%|| $3,054,267,831  -2.9%|}| $2.808,355,081 $2,780,904,527 $2,874,157,271




NOTES:

[a.] Subject to adjustment based on reconciliation with the Controller's Office and Budget Division

EY 2003-04 (Actual collections are not displayed in the table for FY 2004, but notes were retained as they reflect the tax changes approved by the Leqislature during the 2003 Reqular and Special Sessions.
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A.B. 4 (20th S.S.) reduced the collection allowance provided to the taxpayer for collecting and remitting the sales tax to the state from 1.25% to 0.5%, effective July 1, 2003.

S.B. 8 (20th S.S.) increased gross gaming tax rates by 0.5%: 3.0% to 3.5% on monthly revenue up to $50,000; 4.0% to 4.5% on revenue over $50,000 and up to $134,000; 6.25% to 6.75% on revenue exceeding $134,000, effective August 1, 2003.

S.B. 8 (20th S.S.) increased quarterly restricted slot fees by 33%: from $61 to $81 per machine, up to 5 machines; from $106 to $141 for each machine over 5, up to 15 machines, effective July 22, 2003.

S.B. 8 (20th S.S.) modified types of establishments and entertainment subject to the current 10% Casino Entertainment Tax (CET), effective September 1 to December 31, 2003 [Estimated to generate $4,982,000 additional collections during 4-month period)].

S.B. 8 (20th S.S.) repealed CET and replaced by Live Entertainment Tax (LET): 5% of admissions price, if entertainment is in facility with 7,500 or more seats; 10% of admissions price & food, beverage, and merchandise purchased, if facility has more than 300 and up
to 7,500 seats; exempt from the tax if facility is a non-gaming establishment with less than 300 seats or is gaming establishment with less than 300 seats and less than 51 slot machines, 6 games, or any combination thereof, effective January 1, 2004.

S.B. 8 (20th S.S.) increased liquor taxes by 75%: beer from 9 cents to 16 cents per gallon; liquor up to 14% alcohol from 40 cents to 70 cents per gallon; liquor over 14% and up to 22% alcohol from 75 cents to $1.30 per gallon; liquor over 22% alcohol from $2.05 (15
cents for alcohol abuse program, 50 cents to local government, and $1.40 to state general fund) to $3.60 per gallon (15 cents for alcohol abuse program, 50 cents to local government, and $2.95 to state general fund) , effective August 1, 2003. [Estimated to generate
$13,873,000 in FY 2004 and $15,536,000 in FY 2005]. A.B. 4 (20th S.S.) reduced the collection allowance provided to the taxpayer for collecting and remitting the liquor tax to the state from 3% to 0.5%, effective August 1, 2003. [Estimated to generate $734,000 in
FY 2004 and $822,000 in FY 2005]

S.B. 8 (20th S.S.) increased cigarette tax per pack of 20 by 45 cents: from 35 cents per pack (10 cents to Local Government Distribution Fund, 25 cents to state general fund) to 80 cents per pack (10 cents to Local Government Distribution Fund, 70 cents to state
general fund), effective July 22, 2003. [Estimated to generate $63,268,000 in FY 2004 and $70,047,000 in FY 2005] A.B. 4 (20th S.S.) reduced the collection allowance provided to the taxpayer for collecting and remitting the cigarette tax to the state from 3% to 0.5%,
effective August 1, 2003. [Estimated to generate $2,538,000 in FY 2004 and $2,884,000 in FY 2005]

A.B. 4 (20th S.S.) reduced collection allowance provided to taxpayer for collecting and remitting tax on other tobacco items from 2.0% to 0.5%, effective August 1, 2003.

S.B. 8 (20th S.S.) changed the $25 one-time annual business license fee to an annual fee of $100, effective July 22, 2003.

S.B. 8 (20th S.S.) repealed the current quarterly $25 per employee tax when the Modified Business Tax comes online, effective October 1, 2003. [See Notes 10 and 11]

S.B. 8 (20th S.S.) imposes tax on gross payroll of a business less a deduction for health care provided to employees, effective October 1, 2003. Tax rate is 0.70% in FY 2004 and 0.65% in FY 2005.

S.B. 8 (20th S.S.) imposes tax of 2.0% on gross payroll of a financial institution less a deduction for health care provided to employees, effective October 1, 2003.

S.B. 8 (20th S.S.) imposes excise tax on each bank of $7,000 per year ($1,750 per quarter) on each branch office, effective January 1, 2004.

S.B. 8 (20th S.S.) imposes tax of $1.30 per $500 of value on the transfers of real property, effective October 1, 2003.

S.B.2 and A.B. 4 (20th S.S.) makes changes to the rates and structure of the fees collected from entities filing with the Secretary of State's office, effective September 1, 2003 for Securities and UCC fee increases and November 1, 2003 for changes to commercial
recording fees.

S.B. 428 (2003 Session) increases real estate salesman, broker-salesman, and brokers licensing fees by $20 for an original license and $10 for renewal of license (original and renewal license fee varies depending on type of license), effective July 1, 2003.

A.B. 493 (2003 Session) established that revenues from fees collected by the Division of Financial Institutions of the Department of Business & Industry will be deposited in a separate fund to pay the expenses related to the operations of the Commissioner of Financial
Institutions and the Division of Financial Institutions, effective January 1, 2004. Previously, the revenues from the fees were deposited in the state general fund.

A.B. 550 (2003 Session) increased state's portion of the fee for issuing copy of a birth certificate by $2 and fee for issuing copy of death certificate by $1, effective October 1, 2003

S.B. 504 (2003 Session) transferred the State Printing Division of the Department of Administration to the Legislative Counsel Bureau and all debt to the state general fund was forgiven, effective July 1, 2003.

Beginning in FY 2004, the portion of the fees collected by the Real Estate Division for Real Estate Testing Fees that belong to the general fund are transferred from Category 28 in BA 3823 to GL 4741 in the General Fund. Previously, the revenue from these fees were
reverted to the general fund at the end of the fiscal year.

S.B. 357 (2005 Session) allocates $1 per slot machine per quarter in FY 2006 and $2 per slot machine per quarter in FY 2007 from the quarterly fee imposed on restricted and nonrestricted slot machines and sunsets effective June 30, 2007. A total of $822,000 in

FY 2006 and $1,678,000 is projected to be deposited in the Account to Support Programs for the Prevention and Treatment of Problem Gambling. (FY 2006: $84,666 - Restricted; $737,334 - Nonrestricted and FY 2007: $172,834 - Restricted; $1,505,166 -

A.B. 554 (2005 Session) lowers the occupancy threshold from 300 to 200, effective July 1, 2005. Estimated to generate $3,600,000 in FY 2006 and FY 2007.

S.B. 3(22nd S.S.) provides an exemption for entities that have four or fewer rental dwelling units. Estimated to reduce collections by $2,975,000 in FY 2006 and $3,060,000 in FY 2007.

S.B. 3 (22nd S.S.) allows an entity operating a facility where craft shows, exhibitions, trade shows, conventions, or sporting events to pay the BLF for entities not having a business license as an annual flat fee of $5,000 or on a $1.25 times the number entities without a
business license times the number days of the show basis. Estimated to generate $134,420 in FY 2006 and $158,884 in FY 2007.

S.B. 391 (2005 Session) replaces the NAICS-based approach for defining a financial institution with a structure based on a state or federal licensing or regulatory requirement for conducting financial activities. Collection agencies and pawn shops are not included as
financial institutions, but as nonfinancial businesses. The changes are estimated to reduce MBT-Financial collections by $1,801,800 in FY 2006 and $2,047,500 in FY 2007 and increase MBT-Nonfinancial collections by $584,168 in FY 2006 and $621,237 in FY 2007.
Net effect is a reduction in total MBT collections of $1,217,632 in FY 2006 and $1,426,263 in FY 2007.

S.B. 523 (2005 Session) reduces the MBT-nonfinancial institutions tax rate from 0.65% to 0.63% from July 1, 2005 to June 30, 2007. Estimated to reduce collections by $6,978,000 in FY 2006 and $7,450,000 in FY 2007.

S.B. 3(22nd S.S.) provides an exemption for the first branch bank operated by a bank in each county, replacing the previous exemption for one branch bank only. Estimated to reduce collections by $441,000 in FY 2006 and FY 2007.

S.B. 390 (2005 Session) increases the collection allowance provided to Clark County and Washoe County from 0.2% to 1.0%, effective July 1, 2005, which makes the collection allowance 1.0% in all 17 counties. Estimated to reduce collections by $1,056,292 in

FY 2006 and $1,022,504 in FY 2007.

S.B. 4 (22nd S.S.) allocates $7,600,000 of the Unclaimed Property revenues collected by the State Treasurer to the Millennium Scholarship Trust Fund in FY 2006 and FY 2007.

Per the June 30, 2007, sunset provision of S.B. 357 (2005 Session), the $2 per slot machine per quarter allocated from the quarterly license fee imposed on restricted and nonrestricted slot machines to the Account to Support Programs for the Prevention and Treatment
of Problem Gambling ceases and the full amount collected from the quarterly slot fees remains in the General Fund.

Per the A.B. 554 (2005 Session), race events that are part of the National Association of Stock Car Auto Racing (NASCAR) Nextel Cup series and all races associated with such an event are exempt from the LET, effective July 1, 2007.

Per the sunset provision of S.B. 523 (2005 Session), the MBT-nonfinancial institutions tax rate increases to 0.65% from 0.63%, effective July 1, 2007.

S.B. 165 (2005 Session) requires the state General Fund portion of the petroleum inspection fees imposed pursuant to NRS 590.120 to be deposited into a separate account for use by the Department of Agriculture, effective July 1, 2007.

S.B. 2 (25th S.S.) reduced the collection allowance provided to taxpayer for collecting and remitting sales and use taxes to the State from 0.5% to 0.25% effective January 1, 2009 and ending on June 30, 2009. During the six months the reduction in the collection
allowance is effective in FY 2009, it is estimated that the change will generate $1,087,145 for the State 2% Sales Tax.

S.B. 2 (25th S.S.) reduced the collection allowance provided to taxpayer for collecting and remitting sales and use taxes from 0.5% to 0.25% effective January 1, 2009 and ending on June 30, 2009. During the six months the reduction in the collection allowance is
effective in FY 20009, it is estimated that the General Fund commission of 0.75% retained by the State for collecting and distributing the LSST, BCCRT, SCCRT, and Local Option taxes (LOPT) will generate the following additional General Fund revenue: LSST - $8,859;
BCCRT - $1,968; SCCRT - $6,893; and LOPT - $4,275.

S.B. 2 (25th S.S.) reduced the collection allowance provided to taxpayer for collecting and remitting cigarette taxes, liquor taxes, and other tobacco taxes to the state from 0.5% to 0.25% effective January 1, 2009 and ending on June 30, 2009. During the six months the
reduction in the collection allowance is effective in FY 2009, it is estimated to generate the following additional General Fund revenue: Cigarette Tax - $125,955; Liquor Tax - $50,412, and Other Tobacco Tax - $11,209.

S.B. 2 (25th S.S.) requires the advance payment on the net proceeds of minerals tax in FY 2009 based upon estimated net proceeds for the current calendar year. The provisions of S.B. 2 also apply to FY 2010 and FY 2011, but the net proceeds of minerals tax reverts
back to the former method (based on previous calendar year) of taxing net proceeds on July 1, 2011. Based on S.B. 2, the Economic Forum's December 1 estimates for net proceeds tax for FY 2010 will be collected in FY 2009 and FY 2011 will be collected in FY 2010.
Thus, S.B. 2 is estimated to increase FY 2009 net proceeds tax collections by $28,000,000 and decrease FY 2010 collections by $1,500,000 ($26,500,000 - $28,000,000). There is no revenue impact on FY 2011 as the net proceeds of mineral tax is estimated to remain
at $26,500,000 in FY 2011.

S.B. 2 (25th S.S.) requires that 1% of the 4% recovery surcharge retained by short-term car rental companies as reimbursement for costs of vehicles licensing fees and taxes to be deposited in the state General Fund effective January 1, 2009, and ending June 30,
2009. During the six months that the transfer of 1% of the 4% recovery surcharge to the General Fund is effective in FY 20009, it is estimated that it will generate additional General Fund revenue of $1,779,910.



NEVADA GENERAL FUND REVENUE
ACTUAL BY SOURCE, FY 2007-08

Sales and Use Taxes Live Entertainment
32.3% Tax
4.2%
Ligquor Tax MBT - Non-financial
1.3% 8.7%
Nontax Revenues MBT - Financial
9.3% 0.7%
Other Taxes Real Property
1.7% Transfer Tax
Cigarette Tax 2.8%
3.6% Insurance Premium
Business License Fee JZ‘;
0.7% . 470
° Gaming Taxes
26.3%
ACTUAL GENERAL FUND REVENUE - FY 2007-08
% of % of
Millions $'s Total Millions $'s Total
Taxes: Other Taxes:
State Gaming Taxes $803.9 26.3% Business License Tax” $0.0 0.0%
Sales and Use Taxes $985.7 32.3% Mining Tax $351 1.1%
Insurance Premium Tax $257.4 8.4% Annual Slot Tax Transfer $5.0 0.2%
Cigarette Tax $110.4 3.6% Other Tobacco Tax $8.8 0.3%
Live Entertainment Tax: Branch Bank Excise Tax $3.1 0.1%
Gaming Establishments $121.6 3.9%  Subtotal Other Taxes $52.1 1.7%
Non-Gaming Establishments $10.2 0.3%
Modified Business Tax (MBT): Subtotal Taxes $2,770.9 90.7%
Non-Financial Institutions $263.9 8.7%
Financial Institutions $20.7 0.7%
Real Property Transfer Tax $85.9 2.8% Nontax Revenues
Business License Fee $19.6 0.7% Licenses $121.9 4.0%
Liquor Tax $39.4 1.3% Fees and Fines $41.0 1.3%
Use of Money and Property $61.5 2.1%
Miscellaneous Revenues $59.0 1.9%
Subtotal Nontax Revenues $283.4 9.3%
Total General Fund $3,054.3 100.0%

" Business License Tax was repealed by S.B. 8 (20th S.S.), but residual amounts are still collected from audits.



GENERAL FUND APPROPRIATION TRENDS

Over an eight-year period, General Fund operating appropriations have grown from
$1.970 billion in FY 2002-03 to $3.143 billion, as recommended by the Governor in
FY 2010-11, which represents an increase of 59.6 percent. The average annual growth
in General Fund appropriations over this period has been 6.0 percent.

The General Fund budget for the 2009-11 biennium, as displayed graphically on the
following page, depicts how the budget is recommended by the Governor to be
allocated on a functional basis during the 2009-11 biennium. Education, which is
recommended to receive 51.1 percent of state appropriations, has historically
represented the largest responsibility of state government. However, the percentage of
state appropriations recommended for Education during the 2009-11 biennium would be
less than the 54.4 percent allocated to the Education function as approved by the
2007 Legislature during the 2007-09 biennium.

ToTAL STATE BUDGET TRENDS

The legislatively-approved state budget for all funding sources, which includes the
General Fund, the Highway Fund, federal funds, and other funds available to state
agencies, has grown over the last eight years from $5.132 billion in FY 2002-03 to
$7.804 billion, as recommended by the Governor in FY 2010-11, an increase of
52.1 percent. The average annual increase during this period has been 5.4 percent.



NEVADA GENERAL FUND APPROPRIATIONS
LEGISLATURE APPROVED, 2007-09 BIENNIUM

Other Education
0.5%

NSHE
19.3%

Finance &
Administration
1.8%

34.6%

Public Safety
9.8%

Special Purpose
Agencies

0.2% Infrastructure

1.0%

Commerce & Industry
1.6% Elected Officials

Human Services 2.9%

28.3%

LEGISLATURE APPROVED APPROPRIATIONS - 2007-09 BIENNIUM

Education: K-12

ELECTED OFFICIALS
FINANCE & ADMINISTRATION

EDUCATION:

NEVADA SYSTEM OF HIGHER EDUCATION
KINDERGARTEN TO 12TH GRADE

OTHER EDUCATION

SUBTOTAL EDUCATION
HUMAN SERVICES
COMMERCE & INDUSTRY
PUBLIC SAFETY
INFRASTRUCTURE

SPECIAL PURPOSE AGENCIES

TOTAL

©*»

FY 2007-08

93,218,502
52,600,759

639,293,540
1,136,680,963
15,605,059

FY 2008-09
$ 100,812,488

$ 71,984,127

$ 677,091,932
$ 1,215,606,507
$ 16,991,470

Total
$ 194,030,990

$ 124,584,886

$ 1,316,385,472
$ 2,352,287,470
$ 32,596,529

1,791,579,562
915,286,382
52,051,310
319,823,935

35,952,417
6,480,205

$ 1,909,689,909
$ 1,011,722,346
$ 53,122,390
$ 346,580,972

$ 33,537,044
$ 7,679,060

$ 3,701,269,471
$ 1,927,008,728
$ 105,173,700
$ 666,404,907

$ 69,489,461
$ 14,159,265

R e R - B - S - R - - <

3,266,993,072

$ 3,535,128,336

$ 6,802,121,408

% of

TOTAL

2.9%
1.8%

19.3%
34.6%
0.5%

54.4%
28.3%
1.6%
9.8%
1.0%
0.2%

100.0%
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