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I. ROLL CALL 
 
Chairman Ken Wiles called the meeting of the Economic Forum to order at 9:10 a.m., 
and the secretary called roll.  The members were present at the meeting in Carson City. 
 
 
II. OPENING REMARKS AND OVERVIEW OF THE ECONOMIC FORUM. 
 
Chairman Wiles stated the purpose of this meeting was to provide updates to the 
Economic Forum forecasts, under existing law, and to pass those updates along to the 
Governor and the Legislature. 
 
Before moving to the next agenda item, Russell Guindon, Principal Deputy Fiscal 
Analyst, Fiscal Analysis Division, Legislative Counsel Bureau, provided an explanation 
of the meeting materials, including the Economic Forum meeting packet, the 
Fiscal Analysis Division Forecast Information Packet, and presentations from the 
Executive Budget Office, the Gaming Control Board and the Department of Taxation.  
He acknowledged a submittal by Terry Rubald, Department of Taxation, that references 
allowable deductions relative to net proceeds of minerals, per the request of 
Mr. Maddox at the November 7, 2014, Economic Forum meeting.  Lastly, Mr. Guindon 
informed the members that TABLE 8, Major General Fund Revenue Forecasts for 
FY 2015, FY 2016 and FY 2017 was provided inside the meeting packet (Exhibit A) as 
well as a separate handout (Exhibit H) because it would be frequently referenced 
throughout the meeting. 
 
Mr. Guindon pointed out that the meeting materials were available in hard copy at 
meeting locations in Carson City and Las Vegas, as well as on the Legislative Counsel 
Bureau website.  Mr. Guindon noted additional materials prepared for the meeting were 
available on the website, and may be referenced during the meeting. 
 
 
III. PUBLIC COMMENT 
 
Chairman Wiles asked for public comment from attendees in Las Vegas and 
Carson City.  There was no public comment at either location. 
 
 
IV. PRESENTATION ON HISTORICAL TAXABLE SALES AND GAMING MARKET 
 STATISTICS. 
 
Mr. Guindon stated the historical taxable sales and gaming market statistics are 
updated before each Economic Forum meeting.  He said the tables included data 
received through September 2014, reported by the Department of Taxation, and an 
additional month of gaming numbers that were released by the Gaming Control Board in 
November 2014.  He said the charts will not be addressed at this time, but can be 
viewed on the Legislative Counsel Bureau website. 
 
 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314A.pdf
http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314H.pdf
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V. REVIEW AND DISCUSSION OF PRELIMINARY FORECASTS OF MAJOR 
 GENERAL FUND REVENUES FOR FY 2015, FY 2016, AND FY 2017. 

A.  Gaming Percentage Fee Tax 
B.  Live Entertainment Tax – Gaming 
C.  State 2% Sales Tax 
D.  Insurance Premium Tax 
E.  Modified Business Tax 

•  Nonfinancial Institutions 
• Financial Institutions 

F.  Real Property Transfer Tax 
 
Chairman Wiles instructed the forecasters to present their forecast and highlight any 
significant deviations or material modifications that were made to their 
November 7, 2014, forecast. 
 
Mr. Guindon made a brief statement in reference to the Report to the Governor and the 
Legislature on Future State Revenues, December 3, 2014 (Exhibit G).  He conveyed 
that the report was written and subsequently provided to the members for review on 
Tuesday, December 2, 2014.  He informed the members that any comments or changes 
that needed to be made to the report could be discussed during the meeting, which 
would allow staff to make the corrections and expedite the process for approval of the 
Forum’s forecast report.  Mr. Guindon said forecasts approved by the members will be 
updated in a table and presented to the members for final review.  The table, approved 
by the members, would then be attached to the Report to the Governor and the 
Legislature on Future State Revenues, which would be sent to the Governor and the 
Legislature. 
 
Beginning the discussion of the major General Fund Revenue forecasts, Mr. Guindon 
conveyed that the major General Fund revenue sources will be discussed in order of 
Agenda Item V, and will be presented in the order of Agency, Budget Division and 
Fiscal Division.  He reiterated Chairman Wiles’ request to highlight any new information 
or changes that were made to the November 7, 2014, forecast. 
 
 

A.  GAMING PERCENTAGE FEE TAX 
  
Michael Lawton, Senior Research Analyst, Nevada Gaming Control Board 
 
Mr. Lawton pointed out that the Gaming Control Board (GCB) forecast for the 
Gaming Percentage Fee Tax (PFT) revenue was revised slightly since 
November 7, 2014; however, there were no occurrences that necessitated any major 
adjustments or changes.  Mr. Lawton said the GCB incorporated the October 2014 
gaming win numbers into their model used to generate the December 3, 2014, forecast.  
He stated that gaming win decreased by 4.3% in October 2014 compared to a 
2.6% decrease in October 2013.  The October 2014 numbers reflected a slight increase 
in slot win of approximately 0.7% and an 11.8% decrease in gaming table win, which 
was driven by a 33.1% decrease in baccarat.  Mr. Lawton reported that the 
corresponding PFT collections for November 2014 increased by 9.5%, or $5.8 million.  

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314G.pdf
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The increase in collections was due to a $1.4 million increase in collections from 
percentage fees on taxable gaming revenue and a $4.4 million increase in the 
estimated fee adjustment.  Mr. Lawton said the results demonstrated the variance that 
can occur between the monthly gaming revenue numbers and the PFT collections, 
because of the interaction of credit play and the estimated fee adjustment.  Mr. Lawton 
indicated that after the October 2014 results were entered into the GCB models for 
FY 2015, the state’s total win forecast decreased by approximately 0.3%, which led to 
the GCB’s forecast of approximately $11.2 billion in gaming win (slot win and games win 
combined).  He said slot win increased by 0.2%, reflecting 0.7% growth totaling 
approximately $6.7 billion, and games win decreased by approximately 1.0%, reflecting 
1.1% growth totaling approximately $4.5 billion.  He said fiscal year-to-date, total win is 
down 0.2%; slots are up 0.9%; games and tables are down 2.1%; and baccarat is down 
1.7%. 
 
To summarize FY 2015, Mr. Lawton said the GCB is forecasting total game win to 
increase as follows:  statewide to increase 0.8%; Clark County to increase 0.75%; the 
Las Vegas Strip to increase 1.4%; and the combined Las Vegas locals gaming market 
to increase approximately 0.3%.  Mr. Lawton said the last seven months of FY 2014 
compared to the last seven months of FY 2013 reflected a 2.4% increase for total win; 
a 1.0% decrease in slot win; and a 7.6% increase in games win, with baccarat showing 
a stout 14.6% increase. 
 
Moving to the PFT revenue forecast for FY 2015, Mr. Lawton said the GCB projected an 
increase of 0.7%, totaling $687.2 million in collections, which was revised from the 
projection of $687.1 million reflected in the November 7, 2014, forecast (Exhibit H).  
Mr. Lawton said in order to achieve the GCB’s FY 2015 forecast, the average growth 
rate required over the last seven months of FY 2015 is an increase of 0.8% (page 21, 
Exhibit A).  To further expand, the GCB is facing a 1.1% growth rate for the last 
seven months of FY 2014 compared to the last seven months of FY 2013.  Mr. Lawton 
said the GCB forecasts gaming win to increase in FY 2016 as follows:  2.4% growth in 
statewide gaming win, totaling approximately $11.5 billion; 2.3% growth in Clark County; 
3.0% growth on the Las Vegas Strip; and 1.5% growth in the Las Vegas locals market.  
He said the corresponding percentage fees for those gaming win projections are 
forecast to grow 2.8% totaling $706.6 million in FY 2016; increase 3.5% totaling 
$11.9 billion in FY 2017; and grow 3.3% to $730 million in total tax collections. 
 
In conclusion, Mr. Lawton said he expected increased visitation; increased international 
visitors; increased convention attendance; increased customer balance sheets, both 
locally and domestically; increased construction employment; and gradual national 
economic recovery.  He said baccarat revenue growth is projected to blend in with 
medium-end slot play and table game play. 
 
Mr. Leavitt observed that several months ago the PFT collections and games win were 
reflecting positive monthly growth; however, there were consistent declines over the last 
four months.  He questioned the reason for the drop, and asked why the GCB forecast 
games win and collections to increase over the next two years. 
 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314H.pdf
http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314A.pdf
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Mr. Lawton replied that prior to the decline, five straight monthly increases in gaming 
win were reported, and baccarat was on the upswing.  However, the last three 
consecutive months reflected decreases in baccarat win, and the last two months faced 
tough comparisons relative to table game hold, game win and the volume of play.  
Mr. Lawton said discussions with operators on the Las Vegas Strip communicated 
confidence relative to continued average growth in baccarat, and signaled no indication 
that China’s poor economy would flow through to the Las Vegas market.  He said 
events that were occurring domestically and locally were driving the GCB’s forecast, 
such as job growth, declining gas prices, and growth in construction employment.  
Mr. Lawton thought the GCB forecast was fairly conservative. 
 
Mr. Leavitt commented that the General Fund revenue forecasts in total were unusual, 
and noted they all showed consistent increases except for the PFT.  He said although 
Mr. Lawton thought the estimates for growth were conservative, the slight growth that 
the GCB is forecasting represented a turnaround compared to what the last several 
months reflected. 
 
Mr. Lawton added that customers are spending less on gaming and more on food, 
beverage, rooms, and entertainment. 
 
Mr. Maddox asked how much of the 2.8% growth in PFT revenue projected between 
FY 2015 and FY 2016 was attributable to the domestic side of the market versus 
baccarat play.  He asked if the GCB forecast reflected flat growth for baccarat over the 
next couple of years.  He asked how much growth was attributable to the U.S. economy 
versus the baccarat market. 
 
Mr. Lawton replied the GCB forecast baccarat win to increase approximately 0.6% in 
FY 2015; grow 1.5% in FY 2016; and grow 3.0% in FY 2017. 
 
Mr. Maddox asked if the balance of the forecasted growth was a combination of table 
games and slots.  Mr. Lawton concurred. 
 
Mr. Maddox commented that baccarat was slow in October 2014; however, New Year’s 
bookings at the Wynn Las Vegas was showing a strong number of visitors coming from 
the Far East.  He said he cannot forecast what gaming will be like in FY 2015, but in the 
next 45 days, the high-end baccarat market was looking good. 
 
 
Susanna Powers, Economist, Executive Budget Office 
 
Ms. Powers referred the members to the Executive Budget Office (EBO) Economic 
Forecast (Exhibit C).  She explained that the forecast is econometrically driven, but 
adjustments are made when appropriate.  She said the forecast results are presented in 
nominal levels, and the variables measured in dollars are inflation adjusted per the 
Consumer Price Index (CPI) to avoid price fluctuations that can distort data and 
underlying real growth.  She noted that inflation is expected to range from 1.7% to 2.6% 
over the forecast horizon.  Ms. Powers said her forecast modeled the change rather 
than the level in order to achieve stationary regression results, because non-stationary 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314C.pdf
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time series produces unreliable and spurious results.  The econometric model is based 
on tourism and hospitality related activity that makes up approximately 60% of the 
state’s tax revenue, and is driven by visitor volume, which is dependent on the health of 
the national and world economy.  She said the average visitor comes to Nevada with a 
fixed budget; therefore, the model incorporates how much visitors are likely to spend 
and the amount of activity that trickles down to the businesses and the overall economy.  
To further clarify, Ms. Powers moved to page 3 of her handout to illustrate the idea 
behind the sequence for the model equation (Exhibit C).  She explained that primary 
economic variables taken from Moody’s Analytics’ U.S. and World economy forecasts 
are used to derive the Las Vegas visitor volume, which in turn affects the gaming drop 
and related retail activity on the Las Vegas Strip.  Furthermore, gaming and retail 
sectors impact employment, which in sequence funnel dollars into retail, entertainment 
and gaming, also referred to in her model as “locals activity.” 
 
Ms. Powers referenced the graph on page 5 (Exhibit C), Visitors.  She said Las Vegas 
visitor volume is estimated based on U.S. employment; world GDP; dollars spent on 
recreation, measured by personal consumption expenditures on recreation; the number 
of rooms in Las Vegas; and the number of states with casinos.  She indicated there 
were no changes made to the EBO’s November 7, 2014, forecast relative to visitor 
volume or employment, and that steady growth is expected in visitor volume over the 
next three fiscal years.  She said state employment is a function of visitors, gaming, and 
construction, and noted that moderate acceleration is anticipated in payroll employment.  
Ms. Powers modeled PFT collections as a function of visitors; the number of other 
states with casinos; dollars spent on recreation; and growth in the number of rooms on 
the Las Vegas Strip, which was a proxy for opening new casinos.  She referred to the 
graph on page 9 (Exhibit C), and pointed out that PFT collections had a flat to moderate 
trend since the economic recovery began in FY 2011.  She explained that data showed 
improvement in the national economy, which in turn contributes to PFT collections and 
the probability of an additional positive estimated fee adjustment; therefore, the EBO 
made a slight adjustment to the PFT revenue forecast.  However, the EBO’s outlook is 
that visitors will continue to spend more on nongaming activity, such as shows, party 
pools and retail, and will siphon dollars that would traditionally go to gaming.  
Ms. Powers forecast the PFT collections to improve 0.4% in FY 2015; improve 1.0% in 
FY 2016; and increase 1.1% in FY 2017.  She said downside risks to the forecast were 
relative to weak economies in the Euro market, China, Brazil, India and Japan, and 
domestically, an early rate hike by the Federal Reserve would negatively impact wage 
growth and discretionary spending. 
 
Mr. Maddox recalled his suggestion at the November 7, 2014, meeting to pull baccarat 
out of the model, because in his opinion baccarat was not dependent on all of the 
metrics assumed in the EBO forecast.  He said if baccarat was considered flat, then the 
other metrics would hold true for slots and tables.  Mr. Maddox said regional gaming 
numbers were decimated over the last 12 to 18 months, and found it encouraging that 
the Isle of Capri (mid to low-end regional gaming company) recently reported a 10% rise 
in gaming, with incremental slot play.  He thought this trend served as a good indication 
for the mid to lower-tier Las Vegas Strip properties in terms of slot win and basic table 
win, and felt the market was stronger than what the EBO forecast.  He reiterated that 
baccarat was difficult to forecast and needed to be isolated. 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314C.pdf
http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314C.pdf
http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314C.pdf
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Ms. Powers clarified that the EBO model isolated baccarat play; however, it was added 
to the slot and table win forecast using a simple trend.  She clarified that slots and 
tables were clumped together in the forecast.  Ms. Powers said the EBO could look into 
recalibrating their model in the future. 
 
Chairman Wiles said from an econometric standpoint, although basic table games and 
slots were slightly different, the underlying processes and variables that drive baccarat 
were very different.  He agreed with Mr. Maddox that baccarat should not be included in 
the model. 
 
Mr. Maddox asked if the EBO forecast assumed a decline in baccarat because of the 
world economy, specifically in China.  He said he was surprised by the EBO forecast of 
1.0% revenue growth in FY 2016, because the U.S. economy reflected strong auto 
sales, an increase in consumer spending, and pressure on wages.  He thought growth 
in the mid-level market would be stronger than 1.0%. 
 
Responding to Mr. Maddox, Ms. Powers said she did not forecast a decline in baccarat, 
and that it actually showed a slight positive trend. 
 
 
Mr. Russell Guindon, Principal Deputy Fiscal Analyst, Fiscal Analysis Division  
 
Regarding general information pertaining to the Fiscal Divisions economic overview, 
Mr. Guindon referred the members to TABLE 8 (Exhibit H).  He said the Fiscal Division 
made slight revisions to their forecasts in FY 2015, FY 2016 and FY 2017 based on an 
additional month of collections reported by the Gaming Control Board.  He said the 
division had not changed its outlook for employment since the November 7, 2014, 
forecast; therefore, the slides in the front of the Fiscal Analysis Division’s packet 
(Exhibit D) showed the same results for both October and November of 2014.  He said 
the outlook was aligned with the employment forecast provided by Bill Anderson from 
the Department of Employment, Training and Rehabilitation.   Mr. Guindon highlighted 
the following growth rates forecast by the Fiscal Division: 
 
1. Nevada Total Employment:  the division forecast growth at 3.0% in FY 2015 and 

approximately 3.7% to 3.6% in FY 2016 and FY 2017, respectively.  
Moody’s Analytics projected the CPI to grow 1.4% in FY 2015; 1.9% in FY 2016; and 
2.5% in FY 2017. 
 

2. Nevada Average Wage Per Employee:  the division forecast the wages per 
employee to outpace inflation, growing 2.0% in FY 2015, 2.4% in FY 2016 and 2.7% 
in FY 2017. 
 

3. Wages Salary Growth:  the division forecast growth at 5.0% in FY 2015, 6.2% in 
FY 2016 and 6.4% in FY 2017.  Mr. Guindon noted the nonwage portion was also 
expected to increase over the forecast horizon and slightly outpace inflation. 
 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314H.pdf
http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314D.pdf
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4. Total Personal Income:  the division forecast growth at approximately 4.0% in 
FY 2015, 5.0% in FY 2016 and 5.3% in FY 2017. 
 

5. Visitor Growth:  the division forecast increases of 2.0% in FY 2015, 1.5% in FY 2016 
and FY 2017. 

 
Moving to PFT collections, Mr. Guindon referred the members to page 35 of the 
Fiscal Analysis Division Forecast Information Packet (Exhibit D), TABLE 1B.  He drew 
attention to slot win for FY 2015, and pointed out its 0.8% growth from FY 2014.  He 
then dropped down the page and highlighted the information reported fiscal 
year-to-date, with five months of collections.  Below that, he explained the remainder of 
the fiscal year section of the table and growth needed to meet the FY 2015 forecast for 
each of the variables shown in the table. 
 
To address a question introduced earlier in the meeting by Mr. Leavitt, Mr. Guindon 
guided the members to page 34 (Exhibit D), TABLE 1A.  He pointed out that historical 
slot win from FY 2008 to FY 2014 had not been positive; however, current statewide, 
regional and national data led him to believe that Nevada hit the bottom of the 
slot market, and positive growth rates should resume.  He said the division forecast 
slot win to grow 0.8% in FY 2015; grow 0.9% in FY 2016; and grow 1.1% in FY 2017.  
With the most significant growth in the forecast related to game win, an adjustment was 
made to reflect 0.3% growth in game win for FY 2015 versus the 2.9% growth 
represented in the November 7, 2014, forecast.  The Fiscal Division model assumes 
that Clark County, Washoe County and the remainder of the state are three separate 
markets, and looks at the slot side and the game side separately for each of those three 
markets.  Mr. Guindon said baccarat is not removed from the model; however, it is 
scrutinized in regard to total table games, because that is where growth is expected 
versus slot win.  Referring back to TABLE 1B (page 35, Exhibit D),  Mr. Guindon pointed 
out that games win is down 2.1% through the first five months of FY 2015 compared to 
being up 2.3% the first five months of FY 2014.  In order to hit the games win forecast 
for FY 2015, an average 2% growth would be required over the remaining seven 
months compared to an average of 7.6% growth in FY 2014.  Mr. Guindon said table 
games on average, apart from baccarat, are hovering at a flat level; however, baccarat 
is driving the games side and is projected to do very well in December and 
January 2015.  He said in spite of baccarat’s volatility, the house is expected to win, on 
average.  The game of Baccarat is difficult to forecast because it is a high credit game 
with unknowns relative to discounted credit and timing as to when the credit will be 
collected; therefore, Mr. Guindon did not feel it was unreasonable to average 2% growth 
for the remaining seven months in FY 2015 against the 7.6% growth required over the 
remaining seven months in FY 2014. 
 
Mr. Guindon said the first quarter of FY 2015 produced the lowest Taxable Gaming 
Revenue (TGR) to win ratio ever seen, averaging 89%, and indicated credit was a 
factor.  However, the TGR win ratio in October and November of 2014 was over 100%, 
and when that number was carried through the forecast it brought the average 
collections over the first five months back to previous levels, which prompted the 
division’s adjusted forecast.  Mr. Guindon found it interesting that lowering the games 
win forecast slightly caused the TGR to win ratio to drop slightly; however, the 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314D.pdf
http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314D.pdf
http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314D.pdf
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percentage fees from TGR did not change much.  He said the division’s 
December 3, 2014, forecast shows the PFT collections from TGR in FY 2015 are 
growing 1.3% against the 0.8% from FY 2014, and are up 0.7% against the 
2.2% year-to-date, with five months of collections.  In order to hit the FY 2015 forecast, 
PFT collections would need to average 1.7% against the -0.1% average in FY 2014, 
over the last seven months of FY 2015 (page 35, Exhibit D). 
 
Regarding the Estimated Fee Adjustment (EFA), Mr. Guindon said the result of the 
year-to-date PFT collections over five months led him to believe there would be growth 
in the remaining months of FY 2015.  He said with the slight negative EFA in his 
forecast for FY 2015, the difference in collections over the remaining seven months of 
FY 2015 still resulted in a net of approximately -$6.6 million compared to the last 
seven months in FY 2014.  Mr. Guindon indicated there would barely be any growth, on 
average, in total PFT collections in FY 2015 against an average of 1.1% a year ago in 
FY 2014.  He noted total percentage fees, with five months of collections in FY 2015, 
are up 0.6% compared to -0.4% year-to-date with five months of collections in FY 2014. 
 
Mr. Guindon reiterated that the Fiscal Division’s December 3, 2104, forecast took into 
account one additional month of PFT collections and analysis of October and November 
gaming activity, including baccarat.  Historically, baccarat play was stronger in 
December, January and February, but now it is played year-round, which can spread 
the risk over time.  As an example, baccarat play that occurs late in FY 2016, with 
regards to credit, would not benefit PFT collections until the credit was satisfied in 
FY 2017. 
 
Mr. Maddox observed that all of the forecasters used different models to generate their 
forecasts, such as direct communication with the operators, econometrics and regional  
forecasts.  He realized history was not the best indicator of what the future holds, but 
thought it would be helpful to refer back to forecasts presented at the 
November 30, 2012, Economic Forum meeting for the previous biennium.  He wanted to 
know whose forecast came closest to actual collections. 
 
Mr. Guindon replied Moody’s Analytics had the lowest percentage forecast error, while 
the other forecasters were in the 2.1% to 2.2% error range. 
 
Mr. Lawton added that statewide coin-in and slot volume increased three of the last 
four months, and the Las Vegas Strip experienced six consecutive increases and 
one decrease in slot volume in calendar year 2014. 
 
Chairman Wiles implied the Las Vegas Strip is doing better than the rest of the state; 
however, potential growth has been identified statewide.  He summarized that baccarat 
has done well and was expected to excel over the next 45 to 60 days, and that regional 
properties were benefiting from the Las Vegas Strip overflow.  He said although 
baccarat is extremely volatile in terms of prediction error, he felt reasonably comfortable 
with the other core gaming components.  He asked the forecasters if that was a 
reasonable summary.  Mr. Lawson concurred. 
 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314D.pdf
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Regarding the econometric forecast, Chairman Wiles asked Ms. Powers if she was 
using real estimates when making adjustments to data for inflation. 
 
Ms. Powers replied all variable figures in dollars were inflation adjusted in the EBO 
forecast.  She said the forecast was in real terms, and inflation was added to the model 
forecasts to obtain the nominal forecast presented to the Forum. 
 
Chairman Wiles summarized his understanding of the Budget Division’s methodology 
when forecasting PFT revenue.  He said the EBO used actual numbers, then removed 
inflation during the econometric analysis, and then added inflation back to get the final 
forecast results.  Ms. Powers concurred. 
 
Mr. Leavitt said his negative outlook relative to the PFT revenue forecast for the 
2015-17 biennium was countered by discussions including lower gas prices, slot growth, 
and positive observations made by Mr. Maddox.  He thought a slightly higher forecast 
may take some of the risk out of the highly volatile market for baccarat. 
 
Chairman Wiles recalled conversations made with gaming operators and software 
companies, and said a concern relative to slot games is load balancing the floor.  He 
said with client servers and other technologies, a property is likely to load balance the 
floor better to avoid overload of any single machine and to obtain a better yield.  He said 
technology is making an impact in the gaming market and is achieving better utilization. 
 
Mr. Guindon concurred, adding that the switch to multi-game devices started about 
ten years ago and made a significant change to slots.  He clarified that the statistical 
gaming charts created by the Fiscal Division are based on boxes and devices; not the 
number of slot games available to players.  He said when forecasting, the coin-in per 
unit, win per unit or hold percentage could no longer be calculated per box, because the 
product relative to slots was much different today. 
 
Mr. Maddox said multi-game devices is unfortunate for slot machine manufacturers 
because it requires less boxes to be purchased and gives more content to the 
consumer.  Mr. Maddox stated mid-level properties in Las Vegas will probably 
outperform their previous historical trends because of the lower gas prices and better 
economy; therefore, he felt the Budget Division’s forecast was too conservative.  He 
voiced confidence in baccarat activity and held comparisons to other tax bases that 
projected growth between 4% to 6% across the board, outside of the sunsets.  
Mr. Maddox did not think PFT would differ much from Live Entertainment Tax (LET) or 
some of the other major General Fund revenue sources. 
 
Mr. Guindon stated for the record that he sent Moody’s Analytics the latest collections 
information, and asked Dan White and Greg Bird if they wanted to submit revised 
forecasts.  After evaluating the additional month of collections and the current economic 
conditions, Moody’s Analytics decided not to make any changes; therefore, their 
December 3, 2014, forecast did not change from their November 7, 2014, forecast. 
 
Ms. Rosenthal said she agreed with Mr. Maddox, and thought the Budget Division’s 
forecast was slightly too conservative.  She cautioned placing too much emphasis on 
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lower gas prices, stating the lower prices felt temporary.  World economy issues were 
also a concern.  Ms. Rosenthal cited encouragement in positive trends seen across the 
board, including gaming, which prompted her recommendation to adopt the Gaming 
Control Board’s forecast for FY 2015, FY 2016, and FY 2017.  She came to her decision 
by eliminating the most conservative and aggressive forecasts, and going with the most 
aggressive of the remaining two. 
 
Chairman Wiles recalled the November 7, 2014, meeting, stating that he asked each 
presenter to convey their single biggest risk factor relative to their forecast.  He said the 
number one factor, receiving 100% unanimity, regarded the interest rates and how the 
Federal Reserve policy and national monetary policy effected consumer spending 
decisions across the country, ultimately affecting Nevada.  Chairman Wiles stated it 
appeared there would be no significant changes for the next two years in that regard; 
therefore, by eliminating that concern and considering underlying fundamentals 
(e.g. gas prices), he felt reasonable comfort relative to growth opportunities. 
 
Ms. Lewis classified herself as “guardedly optimistic,” and agreed with the Agency’s 
forecast. 
 

MS. ROSENTHAL MOVED THAT THE ECONOMIC FORUM ADOPT 
THE AGENCY’S REVENUE FORECAST FOR THE GAMING 
PERCENTAGE FEE TAX OF $687.213 MILLION FOR FY 2015, $706.620 
MILLION FOR FY 2016 AND $730.012 FOR FY 2017.  THE MOTION 
WAS SECONDED BY MR. MADDOX. 

 
THE MOTION WAS UNANIMOUSLY APPROVED. 

 
For the record, Chairman Wiles clarified the motion was to adopt the December 3, 2014, 
forecast presented by the Agency. 
 
In regard to the forecasts for the Live Entertainment Tax revenue, Mr. Guindon directed 
the members to TABLE 8 (Exhibit H), a comparison of December 3, 2014, and 
November 7, 2014, forecasts, by forecaster, and to TABLE 9 (page 22, Exhibit A), a 
comparison of average growth required over the remainder of FY 2015 to achieve the 
FY 2015 forecast. 
 
 

B.  LIVE ENTERTAINMENT TAX – GAMING 
 
Michael Lawton, Senior Research Analyst, Gaming Control Board 
 
Mr. Lawton reported that the Gaming Control Board forecast for Live Entertainment Tax 
revenue slightly increased since the November 7, 2014, forecast.  He said the 
October 2014 LET collections equated to $11.1 million, which was an 8.9% decrease 
from October 2013.  Along with facing a difficult comparison of 19% for October 2013, 
there were two large music festivals that occurred in Las Vegas.  Mr. Lawton implied 
that people who attend a three-day music festival are less likely to attend hit shows, and 
are more likely to go to nightclubs.  With the latest numbers incorporated into the 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314H.pdf
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GCB model, along with a new shows assumption estimate, an upward adjustment of 
1.0% was made to the previous LET forecast, resulting in a decrease of 3.3% in 
FY 2015, with $134.6 million in collections.  He explained that in order to achieve the 
FY 2015 forecast, the required average growth over the last eight months of FY 2015 is 
-1.7%.  He noted the growth rate over the last eight months of FY 2014 compared to the 
last eight months of FY 2013 was 8.9%.  Mr. Lawton forecast the LET revenue to grow 
2.1% in FY 2016 with $137.5 million in collections, and grow 2.5% in FY 2017 with 
$140.8 million in collections. 
 
Mr. Lawton attributed the difficult comparisons in FY 2015 to a lack of new shows, 
a series of cancelled shows by a popular Las Vegas headliner, and nontaxable 
entertainment venues.  Anecdotal discussions with operators implied the nontaxable 
venues were impacting some of the later shows and taking away from the traditional 
taxable live entertainment venues.  Mr. Lawton indicated that the new shows are being 
hosted in forms of music festivals, including Route 91, Life Is Beautiful, and Rock In Rio.  
However, because those shows are not on gaming property, they are considered 
non-taxable.  Mr. Lawton said the GCB’s revised forecast anticipates softer 
comparisons in FY 2016 because of a new show coming on board, along with increased 
utilization of a larger venue on the Las Vegas Strip.  He said FY 2017 will benefit by the 
opening of the MGM - AEG Arena. 
 
 
Susanna Powers, Economist, Executive Budget Office 
 
Ms. Powers stated that the Budget Division’s LET revenue forecast is driven by visitors 
and employment, and accounted for the impact from the locals.  She said the 
Case-Shiller Price Index and S&P 500 Index serve as a proxy to reflect household 
balance sheets and consumer propensity to spend.  Ms. Powers said the 
Budget Division forecast reflects an approximate 2% downward revision compared to 
the November 7, 2014, forecast, based on actual collections received year-to-date.  
The LET collections were forecast to decline 2.9% in FY 2015; grow 3% in FY 2016; 
and grow 4.3% in FY 2017.  Ms. Powers said her outlook was supported by the opening 
of the MGM - AEG Arena in FY 2016, and her belief that entertainment plays a strong 
hand in the gaming industry’s bottom line; therefore, she felt the casinos will continue to 
incorporate new shows that will generate nongaming revenue.  She noted the 
Hard Rock Hotel Casino, Lake Tahoe, is scheduled to open in early 2015, and that 
heavy focus will be placed on entertainment throughout the year.  The downside risks to 
her forecast are based on global economy and possible rate hikes by the 
federal government. 
 
 
Mr. Russell Guindon, Principal Deputy Fiscal Analyst, Fiscal Analysis Division 
 
Mr. Guindon said the LET revenue forecast began on page 51 (Exhibit D), but directed 
the members to page 52 (Exhibit D) to review historical LET collections compared to 
forecasts for the 2015-17 biennium.  He said his model is based on the visitors forecast, 
inflation, and inflation adjusted collections per visitor, but not in an econometric fashion.  
Mr. Guindon directed the members to TABLE 8 (Exhibit H), and pointed out the upward 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314D.pdf
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revision made in the Fiscal Division’s December 3, 2014, forecast of approximately 
$1.0 million in FY 2015.  This revision reflected -2.3% growth compared to 
the -3.0% growth forecast in November 7, 2014, along with a $1.5 million upward 
revision in FY 2016 and a $1.6 million upward revision in FY 2017.  In regard to 
percentage growth rates, FY 2016 received a slight upward adjustment, but there was 
no change in FY 2017. 
 
Mr. Guindon stated that he was informed at the November 7, 2014, meeting that the 
Wynn Las Vegas was opening a new show on December 16, 2014; therefore, that 
information was not included in the Fiscal Division’s November 7, 2014, forecast.  This 
information was the driver for the upward revision in LET revenue forecast, dated 
December 3, 2014, along with the outlook on the economy.  He said the model used in 
his revised forecast took into consideration the occupancy rate, the price of the show, 
and the number of shows scheduled, and were adjusted to reflect “cannibalization” that 
would take away from other shows in Las Vegas.  Mr. Guindon said there was 
fluctuation in LET revenue between FY 2008 and FY 2013, but acknowledged it may 
have been impacted by shows rather than the economy.  He said this revenue source 
came back strong in FY 2014 because of the quality of the shows, and will decline in 
FY 2015 because of the lack of shows.  A stronger economy, positive factors relative to 
the gaming percentage fees, and the additional month of collections reported by the 
Gaming Control Board were all factors that spurred the December 3, 2014, revised 
forecast.  Mr. Guindon said knowing that LET collections were down 6.1% through the 
first four months of FY 2015, compared to 14% year-to-date in FY 2014, -0.3% growth is 
required over the last eight months of FY 2015, compared to the 8.9% growth in 
FY 2014, in order to achieve the FY 2015 forecast (page 22, Exhibit A). 
 
Mr. Leavitt said he was inclined to go with the Fiscal Division’s LET revenue forecast for 
FY 2015, FY 2016, and FY 2017.  He noted that the Fiscal Division’s forecast was close 
to the Agency’s forecast, but slightly higher in the out-years. 
 
Ms. Rosenthal agreed with Mr. Leavitt’s inclination.  She said if one new show or one 
extra month’s data was all it took to create an upside, then she was comfortable with the 
Fiscal Division’s forecast, even though the Fiscal Division had the highest forecast in all 
three fiscal years. 
 
Mr. Maddox pointed out that the Las Vegas properties are shifting toward hosting 
20,000 to 30,000 person outdoor festivals, which are located off the property and are 
nontaxable.  He said he was comfortable with the Fiscal Division’s forecast; however, 
he thought it could be stronger based on the current shows and the new product coming 
online within the properties.  
 
Ms. Lewis stated she was less optimistic, and although the growing number of festivals 
would probably hurt the LET revenue source, she weighed in the future MGM-AEG 
Arena contribution to the revenue stream.  Ms. Lewis stated she was comfortable with 
the Fiscal Division’s forecast. 
 
Mr. Lawton added that the MGM-AEG Arena will open the end of FY 2016, so 
LET collections will be captured in FY 2017. 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314A.pdf


14 
 

 
Chairman Wiles questioned if the shift to outdoor festivals would cannibalize the existing 
shows or bring new people into the live entertainment market. 
 
Mr. Guindon said those were good observations, which were considered in the 
Fiscal Division’s December 3, 2014, forecast.  He said repetitive festivals, such as the 
Electric Daisy Carnival, are built into the consumption cycle and thus cause the 
differentiation between taxable events and nontaxable events.  He said the new shows, 
such as Rock In Rio, are at the margin and would likely cause possible substitution 
effects. 
 

MR. LEAVITT MOVED THAT THE ECONOMIC FORUM APPROVE THE 
FISCAL DIVISION’S REVENUE FORECAST FOR THE 
LIVE ENTERTAINMENT TAX OF $135.893 MILLION FOR FY 2015, 
$140.473 MILLION FOR FY 2016 AND $145.721 MILLION FOR FY 2017.  
THE MOTION WAS SECONDED BY MS. LEWIS. 

 
THE MOTION WAS UNANIMOUSLY APPROVED. 

 
For the record, Chairman Wiles clarified that the Economic Forum approved the 
Fiscal Division’s December 3, 2014, LET revenue forecast for FY 2015, FY 2016, and 
FY 2017. 
 
In regard to the forecasts for the State 2% Sales Tax revenue, Mr. Guindon directed the 
members to TABLE 8 (Exhibit H), a comparison of December 3, 2014, and 
November 7, 2014, forecasts, by forecaster, and to TABLE 9 (page 21, Exhibit A), a 
comparison of average growth required over the remainder of FY 2015 to achieve the 
FY 2015 forecast. 
 
 

C.  STATE 2% SALES TAX 
 
Sumiko Maser, Deputy Director, Department of Taxation  
 
Ms. Maser directed the members to page 2 of her handout (Exhibit E), Sales & Use Tax.  
She said revisions were made to the State 2% Sales Tax revenue forecast to include 
monthly and quarterly tax filings for the period of September 2014, which reflected 
statewide taxable sales of $4.2 billion at a 4% growth rate when compared to 
September 2013.  Currently, there was 51 months of continuous taxable sales growth.  
Ms. Maser stated the Department of Taxation (Taxation) worked with the Economics 
Department at the University of Nevada, Reno, in an effort to better capture recent 
growth rates.  She explained that the Economics Department included the 
September 2014 filings when they reran Taxation’s internal regression models, using 
the assumption that both models were accounting for strong and continued growth in 
taxable sales.  The results were as follows:  6.2% growth in FY 2015 compared to 
growth of 4.8% (November 7, 2014, forecast); 6.2% growth in FY 2016 compared to 
growth of 4% (November 7, 2014, forecast); and 5.9% growth in FY 2017 compared to 
growth of 3.5% (November 7, 2014, forecast). 

http://www.leg.state.nv.us/Interim/77th2013/Exhibits/EcForum/E120314H.pdf
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Concluding, Ms. Maser explained that the model used in the November 7, 2014, 
forecast did not capture the growth appropriately; therefore, the models were revised, 
which created the significant increase in Taxation’s forecast. 
 
Mr. Leavitt asked if there were any industries reporting decreases in taxable sales.  
He asked how the construction industry was doing. 
 
Ms. Maser replied the top ten industries that make up approximately 50% to 60% of 
Nevada’s taxable sales are all showing strong increases.  She said taxable sales 
specific to the construction industry does not reflect smooth growth; however, an 
increase is expected over the long-term. 
 
 
Susanna Powers, Economist, Executive Budget Office 
 
Ms. Powers said employment, gaming drop and retail activity are tightly linked in the 
econometric model used by the Executive Budget Office to develop the sales tax 
revenue forecast.  She explained her model assumes that a typical visitor comes with a 
fixed budget, of which a growing portion is spent on nongaming activities.  Furthermore, 
the gaming portion of that budget is captured by gaming drop, which has a negative 
coefficient with the estimated retail sales.  The nongaming portion of the budget is 
captured by using national retail sales as a proxy for what an average visitor spends in 
Nevada.  She said the model also includes Nevada employment and income, which 
accounts for the impact from the locals.  Ms. Powers said the EBO’s December 3, 2014, 
forecast for State 2% Sales Tax revenue reflects growth of 6.9% in FY 2015; 5.7% in 
FY 2016; and 5.9% in FY 2017. 
 
Mr. Leavitt felt the State 2% Sales Tax was the largest General Fund revenue source to 
forecast, and was given assurance when he saw the small variation between the 
forecasts. 
 
Mr. Maddox observed the high growth rates included in the forecasts.  He said 6% plus 
growth, compounded, would generate significant revenue for the state. 
 
 
Mr. Russell Guindon, Principal Deputy Fiscal Analyst, Fiscal Analysis Division  
 
Mr. Guindon said the Fiscal Division’s State 2% Sales Tax revenue forecast started on 
page 61; however, he directed the members to page 63 (Exhibit D) to review fiscal year 
historical collections.  Mr. Guindon stated the Fiscal Division’s December 3, 2014, 
forecast was revised since their November 7, 2014, forecast.  He described his forecast 
methodology, stating it is based on an econometric equation that uses quarterly taxable 
sales on an inflation adjusted per employee basis.  He said the December 3, 2014, 
forecast modeled personal income per employee, visitors per employee, construction 
employment per employee, vehicle registrations per employee, and construction 
employees per employee to capture the different segments that drive taxable sales.  
He said gaps occurred between taxable sales and the State 2% Sales Tax collections, 
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which was due to tax abatement awards granted by the state, such as the Renewable 
Energy Tax Abatement program.  Mr. Guindon said a large gap occurred between 
State 2% Sales Tax collections and statewide taxable sales in September 2013, with 
collections growing slower.  However, in September 2014, that trend reversed and 
statewide taxable sales were up approximately 4% and collections were up over 7%.  
He reiterated that abatements generate taxable sales, but do not generate tax 
collections, which made him think the gap could still be wider than what was forecast in 
November 2014; therefore, he increased the gap between taxable sales and collections, 
which dropped the growth in revenue in FY 2015 by 0.3% totaling an approximate 
$2.4 million difference between forecasts.  Compared to the November 7, 2014, 
forecast, the growth rate in FY 2016 stayed the same at 5.9% and the rate in FY 2017 
increased to 5.5% (an increase of 0.1%).  Mr. Guindon clarified the December 3, 2014, 
forecast was only revised due to the additional month of tax collections, and not 
because of changes to the economic outlook or changes in the equation. 
 
Mr. Guindon directed his focus to historical charts relative to the 17 major NAICS 
categories that represent approximately 83% of total taxable sales in Nevada.  He said 
when comparing the first quarter of FY 2015 (July through September) and FY 2014 
(July through September), the major NAICS categories were up 5.8%, while the NAICS 
that make up the remaining 17% of total taxable sales were up 6.4%.  Mr. Guindon said 
that during the recession, taxable sales in Clark County retracted and increased 
significantly in some of the rural areas because of the renewable energy projects and 
mining activity.  However, that trend is changing and Clark County and Washoe County 
are showing stronger numbers as the economy improves, with year-to-date data 
showing growth across all of the different industry sectors. 
 
Mr. Guindon directed the members to page 63 (Exhibit D), TABLE 1, Taxable Sales and 
State 2% Sales Tax collections Forecast for FY 2015, FY 2016, and FY 2017.  
He remarked on the robust revenues this tax has generated over the years, yet it only 
applied to tangible personal property, which did not include food.  He acknowledged the 
Tesla project, and stated that Storey County has already seen growth in taxable sales.  
Although the abatements impact sales tax collections, the companies benefiting from 
those abatements are generating jobs, which will indirectly effect the area and the state.  
Mr. Guindon expanded on the casino projects in Clark County and explained how they  
will generate taxable sales and sales tax collections from the purchases of the 
construction materials, and also create jobs.  He said the forecasts generated by the 
Fiscal Division relative to employment, wages, and personal income make him more 
comfortable with the division’s December 3, 2014, State 2% Sales Tax revenue forecast 
of 5.5% to 6% growth every year over the forecast horizon.  He noted the charts relative 
to taxable sales and collections per employee on a nominal inflation adjusted basis and 
per visitor on a nominal inflation adjusted basis also made him more comfortable with 
his forecast. 
 
Chairman Wiles observed that Moody’s Analytics’ forecast for State 2% Sales Tax 
revenue was significantly higher than the other forecasts, whereas the other forecasts 
were very close. 
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Mr. Maddox asked for the hindsight analysis again from November 30, 2012, forecasts.  
He commented that in FY 2015, taxable sales will surpass the $49 billion reported in 
FY 2007.  He pointed out that FY 2017 collections are forecast to reach $56 billion, and 
compared to FY 2007, that was a compound growth rate of 1.2% over the decade.  
He noted that timeframe included the recession. 
 
In response to Mr. Maddox, Mr. Guindon stated the FY 2014 forecasts made 
November 30, 2012, by the Economic Forum, Department of Taxation, Fiscal Division, 
Budget Division and Moody’s Analytics were all very close.  He said the 
Economic Forum’s forecast was the clear winner when looking at the one-year ahead 
forecast, and based on the average error.  He said the two-year ahead forecasts got 
decimated because of the recession, and in the current year forecast, there was not a 
lot of variance between the average error and the average absolute error. 
 
In closing, Mr. Guindon acknowledged the forecast error tracking tables produced by 
the Fiscal Division.  He said they are a lot of work, but are very useful for tracking the 
forecasts compared to actual collections.  He said the error percentages will come down 
as the state’s economy recovers from the recession. 
 
Ms. Rosenthal remarked on how close the forecasts were.  She felt presentations made 
November 7, 2014, and December 3, 2014, indicate positive growth and a brighter 
economy.  She implied more projects were coming to Nevada that have yet to be 
announced.  She said a lot can happen over the biennium, but taking into account the 
input received from the presentations, coupled with the approach of reviewing prior 
forecast errors by forecaster, were reasonable factors on which to base a forecast.  
Ms. Rosenthal noted the Budget Division historically produced a low forecast error 
relative to State 2% Sales Tax revenue forecasts, and even though their forecast is 
slightly higher than the others, she proposed considering the Budget Division’s forecast 
for State 2% Sales Tax for FY 2015, FY 2016 and FY 2017. 
 
Mr. Leavitt concurred. 
 

MS. ROSENTHAL MOVED THAT THE ECONOMIC FORUM ADOPT 
THE BUDGET DIVISION’S DECEMBER 3, 2014, REVENUE FORECAST 
FOR THE STATE 2% SALES TAX OF $995.792 MILLION FOR FY 2015, 
$1,052.885 BILLION FOR FY 2016 AND $1,115.375 BILLION FY 2017.  
THE MOTION WAS SECONDED BY MR. LEAVITT. 

 
THE MOTION WAS UNANIMOUSLY APPROVED. 

 
 

D.  INSURANCE PREMIUM TAX 
 

Sumiko Maser, Deputy Director, Department of Taxation 
 
Ms. Maser explained that the graphic on page 4 of the presentation material, State of 
Nevada Department of Taxation Economic Forum Projections (Exhibit E), was created 
to help the Economic Forum visualize the Insurance Premium Tax and how it was 
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calculated.  She explained that insurance providers reported premiums to the 
Department of Taxation (Taxation).  The premiums were taxed at a 3.5% tax rate, and 
the insurance companies were allowed deductions for a home office credit and a 
guarantee offset.  Actual tax due was calculated by deducting these two offsets.  
 
Ms. Maser said the following three factors were considered in the forecast: 
 
1. Activity from Managed Care Organizations (MCOs):  These organizations contract 

with the state to provide Medicaid services.  Insurance Premium Tax payments were 
collected on a large number of Medicaid enrollees at the first part of the calendar 
year. 

 
2. Cap on the Home Office Credit:  Historically, businesses took deductions of 

approximately $30 million.  Assembly Bill 3 of the 28th Special Session (2014) places 
a cap of $5 million on the home office credit, effective January 1, 2016.  This puts 
$25 million directly back into the General Fund. 

 
3. Employer Mandate: The employer mandate was scheduled to take effect 

January 1, 2015.  This factor was not considered in Taxation’s November 7, 2014, 
forecast for the Insurance Premium Tax.  Taxation forecast an increase in insurance 
premiums based on these internal assumptions and what had been reported from 
businesses. 

 
Ms. Maser said, considering the three factors and historical revenue data, Taxation 
revised its forecast upward to growth of 8.7% in FY 2015, compared to the 
November 2014 forecast of 8.6%; 7.9% in FY 2016 compared to the November 2014 
forecast of 6.8%, and 7.3% in FY 2017 compared to the November 2014 forecast of 
6.3%. 
 
In summary, Ms. Maser said Taxation’s forecast for the Insurance Premium Tax 
revenue was increased to take into consideration the employer mandate, which was not 
considered in the November 2014 forecast.   
 
Mr. Nakamoto explained that the Insurance Premium Tax forecast for Taxation shown 
on TABLE 8 (page 18, Exhibit A) also included an amount between $9 million and 
$10 million for Insurance Premium Tax revenue collected by the Insurance Division of 
the Department of Business and Industry that was specifically related to surplus lines 
insurance. 
 
 
Susanna Powers, Chief Economist, Executive Budget Office 

Ms. Powers said that the Executive Budget Office changed its methodology for the 
Insurance Premium Tax collection (page 15, Exhibit C).  The biggest change was due to 
the inclusion of Assembly Bill 3 of the 28th Special Session (2014), which reduced the 
amount of the home office tax credit for insurance companies.  She explained, under 
the previous methodology, the tax base changed based on population growth, and the 
estimated impact from the newly insured due to the Affordable Care Act (ACA) was 
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added.  The new methodology also included the reduction in home office tax credit and 
a factor that accounted for overall growth in the insurance industry stemming from an 
improving economy.  She said the overall Insurance Premium Tax collections would 
benefit from increasing business creation and property and casualty collections.   
 
Ms. Powers said the Executive Budget Office revised forecast for the Insurance 
Premium Tax revenue was 8.1% for FY 2015; 5.4% for FY 2016; and 5.8% for FY 2017.  
She noted the reduction in the home office tax credit might encourage some insurance 
companies to relocate out of state, which could affect the net gain in Insurance 
Premium Tax revenue.  She said there was uncertainty as to how the ACA would affect 
buying habits over the next fiscal years.  She did not consider any impact from the 
employer mandate, which she would discuss in more detail in her presentation of the 
Modified Business Tax (MBT) forecast. 
 
Ms. Powers said data from the Department of Employment, Training and 
Rehabilitation (DETR) indicated that in 2016, the employer mandate would affect about 
2% of Nevada firms employing more than 100 workers.  She said Kaiser Foundation 
research indicated that 99% of large firms already offered health care coverage.  That 
was why she did not think the 2015 mandate would have a large impact on revenue 
collections.  She noted the 2016 employer mandate would affect about 4% of Nevada 
companies employing more than 50 workers.  There were about 2,000 firms of this size 
in Nevada, which represented 2.6% of Nevada companies.  She said there would 
probably be some effect, but it would be negligible. 
 
 
Michael Nakamoto, Deputy Fiscal Analyst, Fiscal Analysis Division 

Mr. Nakamoto said that the Fiscal Analysis Division’s forecast for the 
Insurance Premium Tax was shown on page 75 of the Fiscal Analysis Division Forecast 
Information Packet (Exhibit D), and the actual forecast was on page 79. 
 
Mr. Nakamoto explained that the Fiscal Analysis Division forecast for the Insurance 
Premium Tax revenue used a regression equation to forecast the quarterly components.  
He said the forecast considered Insurance Premium Tax collections per Nevada 
employee as a function of both personal income of Nevada employee and single-family 
home sales per Nevada employee.  He noted that there were some revisions to the 
Fiscal Analysis Division’s November 7, 2014, forecast as shown on TABLE 8 (page 17, 
Exhibit A), but the changes are not significant.  He noted that the largest revision was to 
FY 2015 due to the amount of first quarter collections. 
 
Referring to the Fiscal Analysis Division Forecast Information Packet (page 79, 
Exhibit D), Mr. Nakamoto said there was a new column titled “FY 2015 YTD.”  He said 
for the quarter ending December 30, there was $69.5 million in collections, which 
represented growth of 8%.  He said the November 2014 forecast was for growth of 
$66.8 million, or 3.6%.  The first revision to the forecast involved an “intercept 
adjustment,” to the projected growth rate throughout the forecast period to account for 
2015 actual year-to-date collections. 
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Mr. Nakamoto noted that the forecast for 11% growth in the quarter ending June 30 was 
compared to a fairly low amount in the same quarter a year ago.  He explained that 
approximately $3.3 million should have been booked in the previous quarter, but instead 
appeared as a prior fiscal year tax collection in FY 2015.  He said the table also 
reflected the home office credit adjustment of $12.5 million in FY 2016 and $25 million 
in FY 2017 due to A.B. 3 of the 28th Special Session (2014).  He noted that projection 
was unchanged from the Fiscal Analysis Division’s November 2014 forecast.  He said 
the Fiscal Analysis Division would continue to monitor the effect of the home office 
credit adjustment for potential changes to the May 2015 forecast. 
 
Mr. Nakamoto said the last part of the Insurance Premium Tax forecast presentation 
involved the ACA’s employer mandate, which would become effective January 1, 2015.  
He noted that the Insurance Division staff was of great help to the Fiscal Analysis 
Division in getting a better idea as to what would happen after the employer mandate 
became effective.  He said TABLE 1 – IPT (page 80, Exhibit D) used the same 
methodology to adjust for the ACA for FYs 2015, 2016 and 2017.  The assumptions, 
however, had changed.  He initially believed that the ACA would not have a big effect 
on the Insurance Premium Tax revenue until after the employer mandate became 
effective.  After discussions with Insurance Division staff, and having reviewed the first 
quarter collections, he thought the effects of ACA were already being seen.  
He explained that the individual mandate was already covering the employees that were 
required to be insured by the employer mandate.  It was originally assumed that the 
uninsured population would decrease by 40% in calendar year 2015, 45% in 
calendar year 2016, and 50% in calendar year 2017, but those amounts have been 
reduced significantly.  He said the previously uninsured were most likely already 
purchasing insurance, either through Medicaid, in which case some premiums from the 
MCO would be paid; through the Exchange or some other private carrier; or the 
employer was covering them.  The revised assumption was that the amount of 
uninsured purchasing insurance would grow by 10% in calendar year 2015; 15% in 
calendar year 2016; and 15% in calendar year 2017. 
 
Mr. Nakamoto said the net increase as a result of the ACA assumption was significantly 
lower, but when paired with the increases to the forecast due to actual collections, the 
forecast was reduced by about $440,000 in FY 2016 and $907,000 in FY 2017.  While 
there were changes to the assumptions used to generate the Fiscal Analysis Division 
forecast for the Insurance Premium Tax revenue, the forecast had not changed, except 
for the first year, which was adjusted from 8.6% to 10.5% due to strong first quarter 
collections. 
 
Mr. Nakamoto noted that if the home office credit amount were removed from the 
forecast, growth rates would be 5.4% for FY 2016 and 5.6% for FY 2017.  Almost 4% of 
the growth in the forecast was due solely to the change in the home office credit law. 
 
Mr. Maddox asked how the forecast on page 79 (Exhibit D) of 3.7% for FY 2016 
compared to the adjusted forecast.  Mr. Nakamoto explained that the forecast of 3.7% 
for FY 2016 was a baseline forecast.  He said the forecast of 5.4% on page 82 included 
the ACA adjustment.  He also noted that the Fiscal Analysis Division forecast included 
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the $9.5 million collected by the Insurance Division for FY 2016 in the surplus lines 
category. 
 
Mr. Maddox said, though the Fiscal Analysis Division’s projected growth rates were 
high, when the effect of the home office credit was removed, the remaining 5% growth 
was conservative and in line with expectations for Nevada.  He asked if the forecasters 
were sure that was how the home office credit would affect collections. 
 
Mr. Nakamoto replied, based on the January 1, 2016, effective date, there would be 
six months of FY 2016 collections, then a full year of FY 2017 collections.  He did not 
know whether collections would flow in evenly, but based on the information provided by 
the Department of Taxation, it was the best forecast available at the moment. 
 
Mr. Maddox said he was comfortable with the Fiscal Analysis Division forecast. 
 

MR. MADDOX MOVED TO APPROVE THE FISCAL ANALYSIS 
DIVISION REVENUE FORECAST FOR INSURANCE PREMIUM TAX OF 
$291.239 MILLION IN FY 2015, $319.349 MILLION IN FY 2016, AND 
$349.124 MILLION IN FY 2017.  THE MOTION WAS SECONDED BY 
MS. LEWIS. 
 
THE MOTION CARRIED UNANIMOUSLY. 

 
 

E.  MODIFIED BUSINESS TAX 
 
Mr. Guindon noted that the Modified Business Tax (MBT) had two components: 
financial and nonfinancial.  He explained that the nonfinancial component had a sunset 
provision with a rate of zero percent up to the first $85,000 in taxable wages per quarter, 
and 1.17% over that amount for FY 2015.  For FY 2016 and FY 2017, under current 
law, the rate would revert to the flat rate of 0.63% on all quarterly taxable wages.  
He noted the forecasts showed negative growth for FY 2016 compared to FY 2015, 
then rebounded in FY 2017, because of the sunset provisions.  He suggested that the 
Economic Forum members prepare a forecast for both the nonfinancial and financial 
portions of the MBT.  If the Governor’s recommended budget included changes in the 
way the MBT was calculated, an Economic Forum forecast would be available. 
 
 
Sumiko Maser, Deputy Director, Department of Taxation 
 
NONFINANCIAL INSTITUTIONS 

Ms. Maser said page 9 of the State of Nevada Department of Taxation Economic Forum 
Projections (Exhibit E) showed how the Department of Taxation calculated and forecast 
the MBT revenue.  She said each business calculated the amount of MBT due by 
reporting gross wages paid, and deducted the health care deduction, which resulted in 
taxable wages.  The current tax structure was zero percent for taxable wages up to 
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$85,000, and 1.17% above that threshold.  That tiered rate was to sunset in July of 
2015, at which time the rate would revert to 0.63% on all taxable wages. 

 
Ms. Maser said Taxation forecast gross wages and health care deductions separately to 
provide a forecast of taxable wages.  The tax rate was applied to each fiscal year in 
order to calculate the forecast.  The methodology used for the current forecast was the 
same methodology used to prepare the November 2014 forecast.  However, with the 
most recent quarter’s data, as well as the recent growth rates, the Taxation forecast for 
the MBT, nonfinancial was revised as follows: FY 2015 was unchanged at 6.2%; 
FY 2016 was revised from -32.4% to -29.8%; and FY 2017 was revised upward from 
3.2% to 3.8%. 
 
FINANCIAL INSTITUTIONS 
 
Ms. Maser said Taxation’s forecast for the MBT, financial was shown on page 11 
(Exhibit E).  She said Taxation took into account collections for the most recent quarter, 
and any quarter that seemed to be an outlier.  After rerunning the models, it did not 
seem necessary to revise the forecasts.  Therefore, Taxation’s forecast for the 
MBT, financial was unchanged at 4.1% for FY 2015 and 0.7% for both FY 2016 and 
FY 2017. 
 
 
Susanna Powers, Chief Economist, Executive Budget Office 
 
NONFINANCIAL INSTITUTIONS 
 
Ms. Powers said growth in the MBT for nonfinancial institutions was driven primarily by 
growth in employment and wages.  Employment in the nonfinancial sector was forecast 
to grow slightly stronger than total employment (page 17, Exhibit C).  The wage forecast 
model was driven largely by employment, but also included a computed employment 
population ratio for Nevada to account for slack in the labor market.  She calculated the 
employment population ratio based on current employment statistics; statistics for 
Nevada; and the State Demographer’s total population for Nevada. 
 
Ms. Powers said, before the recession, the ratio was about 50%.  It fell to 40% in 2010 
and was forecast to climb to 47% over the 2015-17 biennium.  There was a slight 
downward revision in the Executive Budget Office’s forecast for MBT for nonfinancial 
institutions. 
 
Ms. Powers recalled that at the November 2014 meeting, the forecasters were asked by 
the Economic Forum to consider the impact of the ACA employer mandate, particularly 
on the allowable health care deductions.  She said one reason the amount of allowable 
deductions taken by businesses was unchanged was that the firms already offering 
health care coverage found the means to offset the increased premiums by cost 
sharing, offering high deductible plans, adding spousal surcharges and using wellness 
incentives. 
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Ms. Powers said DETR reports quarterly census and wage information, and also tracks 
the number of firms in Nevada by employment size.  In 2015, the employer mandate 
would affect about 2% of Nevada firms employing more than 100 workers.  The Kaiser 
Foundation reported that 99% of large companies offered health care benefits to their 
employees.  She did not think the 2015 mandate would have much impact on the 
Insurance Premium Tax revenue. 
 
Ms. Powers said the 2016 employer mandate would affect about 4% of Nevada 
companies employing more than 50 workers.  She said the Kaiser Foundation reported 
that 93% of workers at companies employing between 50 and 99 employees were 
offered health care benefits by their employers.  She said although some firms may 
claim more deductions in 2015, the effect on MBT, nonfinancial revenue collections 
would be negligible considering the mandate affected only about 2% to 4% of Nevada 
firms, most of which already offered health care coverage to employees. 
 
Ms. Powers said that until data or additional research indicated otherwise, based on 
historical data over the last five years, the share for health care deduction remained 
unchanged at 8%.  For FY 2015 it was estimated that about 80% of wages were subject 
to the $85,000 wage threshold based on FY 2014 quarterly data from the Department of 
Taxation.  After applying the allowable health care deductions and the 1.17% tax rate to 
taxable wages above $85,000, in FY 2015, the Executive Budget Office forecast 3.9% 
growth in the revenue.  She explained that in FY 2016 and FY 2017 the tax rate would 
sunset to 0.63% for all nonfinancial taxable wages.  Therefore, for FY 2016 tax 
collections were expected to decline by 28.6% over the previous fiscal year.  
In FY 2017, growth of 5.1% was projected. 
 
FINANCIAL INSTITUTIONS 
 
Ms. Powers said the banking industry in Nevada continued to trim down, which was 
reflected in the employment outlook for the financial sector.  The job outlook in FY 2015 
was flat, with a slight improvement in FY 2016 and FY 2017.  The Executive Budget 
Office’s computations for the MBT financial were based on the financial wage forecast, 
which was a function of employment in the financial sector.  The wage forecast model 
was driven largely by employment, but also included a computed employment 
population ratio for Nevada to account for the slack in the labor market.  Ms. Powers 
said she reforecast the wages, and there was a very slight downward revision.  She 
explained that, even though employment has had negative growth, wages have not.  
That was why there was a slight improvement in collections.  A moderate improvement 
in compensation was expected over the next three fiscal years.  She said the first 
quarter collections for FY 2015 were lower than what the Executive Budget Office had 
forecast.  She said growth in this revenue was driven primarily by growth in employment 
and wages.  She was not comfortable changing the share for health care deductions.  
She explained that about 6.7% was deducted from wages for health care expenses, 
based on a 5-year average.  After the health care expenses were deducted, the 
remainder was taxed at 2%. 
 
Ms. Powers said that the Executive Budget Office forecast MBT, financial collections to 
increase 1.8% in FY 2015; 3.1% in FY 2016; and 3.9% in FY 2017. 
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Joe Reel, Deputy Fiscal Analyst, Fiscal Analysis Division 
 
NONFINANCIAL INSTITUTIONS 
 
Mr. Reel said the Fiscal Analysis Division’s forecast for the MBT was shown on page 87 
of the Fiscal Analysis Division Forecast Information Packet (Exhibit D).  Mr. Reel said 
he would review the economic assumptions underlying the Fiscal Analysis Division’s 
forecast for the MBT, nonfinancial.  He said TABLE 2B showed the wage disbursement 
forecast (page 93).  For FY 2015, the Fiscal Analysis Division forecast a 5.7% increase 
in wages; 6.9% in FY 2016; and 7.0% in FY 2017.  He said those forecasts were driven 
by DETR’s employment forecast for the nonfinancial sector of 3.3% in FY 2015; 4.1% in 
FY 2016; and 4.0% in FY 2017.   
 
Mr. Reel said the assumptions for average wage per employee were based on the latest 
actual figure of about $45,300 per year, which was increasing to about $49,000 
per employee by the end of the forecast period in FY 2017.  He noted that those 
assumptions have not changed from the Fiscal Analysis Division’s November 2014 
forecast. 
 
Mr. Reel said TABLE 2C (page 94, Exhibit D) showed the Fiscal Analysis Division’s 
forecast for taxable wages and collections for MBT, nonfinancial.  He said the 
Fiscal Analysis Division had forecast growth for taxable wages for the first quarter of 
FY 2015 of 6.2%, and actual taxable wages grew 3.4%.  The Fiscal Analysis Division’s 
forecast was for 5.2% growth in collections, while actual collections grew 2.7%.  He 
explained that some of the difference was due to the impact of the health care 
deduction, which had been assumed to be about 7.6% for the first quarter, but was 
actually about 7.9%.  After allowing for the effect of the health care deductions, the 
Fiscal Analysis Division’s forecast was about $400,000 over actual collections.  He said 
some of that was factored into the Fiscal Analysis Division’s revised forecast; however, 
the assumption for health care deductions was not changed. 
 
The Fiscal Analysis Division revised its forecast downward to 5.1% in FY 2015; the 
growth rate for FY 2016 was unchanged at -28.7% due to the reduction in the MBT tax 
rate; and in FY 2017, the growth rate remained 7%, but there was a slight $1.7 million 
reduction in dollar value.   
 
Mr. Leavitt asked why the Fiscal Analysis Division and Executive Budget Office 
forecasts for MBT financial for FY 2016 were close, but there was a $10 million 
difference in the amounts projected by the Fiscal Analysis Division and the Executive 
Budget Office for FY 2017.  Mr. Reel explained that was due to the underlying 
employment growth used in the Fiscal Analysis Division’s forecast, which was driven by 
DETR’s employment forecast for FY 2017 of about 4.0%.  The Fiscal Analysis Division’s 
wage per employee forecast of about 2.9% had an effect on the dollar amount also.  
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FINANCIAL INSTITUTIONS 
 
Mr. Reel referred to TABLE 3B on page 104 of the Fiscal Analysis Division Forecast 
Information Packet (Exhibit D).  He said the economic assumptions have not changed 
since the Fiscal Analysis Division submitted its November 2014 forecast.  He said wage 
and salary growth was projected to be 3.5% in FY 2015; 4.6% in FY 2016; and 4.5% in 
FY 2017.  Employment in the financial sector was lower than in the nonfinancial sector.  
The Fiscal Analysis Division wage per employee growth projections were unchanged at 
1.6% for FY 2015; 2.7% for FY 2016; and 2.6% for FY 2017.   
 
Mr. Reel said TABLE 3C on page 105 (Exhibit D) showed the Fiscal Analysis Division 
forecast for MBT financial.  Mr. Reel said the Fiscal Analysis Division had forecast first 
quarter collections of 6.4%, but actual collections were only 5.3%.  He said the 
Fiscal Analysis Division forecast reflects the first quarter revision throughout the 
forecast path.  The Fiscal Analysis Division’s FY 2015 forecast for MBT, financial has 
been reduced by about $286,000; in FY 2016, -$131,000; and FY 2017, -$137,000. 
 
Chairman Wiles noted that 12 or 13 small banks were taken into receivership 
since 2013.  He asked whether the forecasters were aware of any new banks that have 
been formed.   None of the forecasters indicated they were aware of a new bank.  
Chairman Wiles said, based on anecdotal information, he believed growth for the 
financial sector would be conservative.   
 
Mr. Maddox asked about the projection for 7% growth in FY 2016 and 2017.  He asked 
where the wage inflation index information originated.  He noted that FY 2014 was the 
first year in a long time that average wages increased.  He asked if that was an actual 
number, or whether it had been adjusted.   
 
Mr. Reel explained that the wage inflation index was provided by Moody’s.  He directed 
the Economic Forum members to MBT CHART 1A on page 96 (Exhibit D), which 
showed nonfinancial industry employment.  He said the blue line represented actual 
current employment statistics produced by the Bureau of Labor Statistics.  The Fiscal 
Analysis Division forecast was based on DETR’s quarterly census of employee wages, 
which lagged a bit.  Because of the lower employment assumption, the wages per 
employee was revised, and the Fiscal Analysis Division forecast was based on that 
revised employment projection.  He said the wage disbursement information for FY 
2014 was actual data.   
 
Mr. Reel confirmed that the Fiscal Analysis Division forecast projects wages to increase 
an average of 2.7% in FY 2016 and 2.9% in FY 2017.  He explained that Fiscal Analysis 
Division forecast the wage per employee to be a bit higher than was expected by the 
Bureau of Employment Analysis and Bureau of Labor Statistics, but that increase was 
not significant.  He said DETR’s employment growth was driving the 7% growth in 
wages for FY 2016 and FY 2017.   
 
Mr. Guindon noted that wages was the product of the average wage per employee and 
employment.  He explained that the MBT forecast for the nonfinancial sector included 
construction, manufacturing, hotel gaming and recreation, mining, etc.  He said the 
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average wage per employee was affected by cost-of-living increases and the mix of the 
industries included in the nonfinancial sector.  DETR’s forecast included the 
Tesla Gigafactory, which would increase the number of construction jobs initially, and 
the number of manufacturing jobs in the out-years of the forecast.   He said there would 
be other construction projects in Southern Nevada.  He explained that construction jobs 
paid more on average than some of the other sectors in the nonfinancial employment 
sector. 
 
Mr. Maddox said he would expect the CPI to be aligned with the rate of inflation, but 
wages were projected to grow at a rate higher than inflation. 
 
Mr. Guindon explained that inflation was decreasing due to the decrease in the cost of 
oil, but the decrease in the cost of oil would not result in a reduction in employee wages.  
He said he could not tell how much was due to “mix shift.”  He would attempt to get 
more detail for the various industries for the May forecast.  He said the rate of inflation 
was low over the forecast horizon, so cost-of-living adjustments could cause wages to 
grow faster than inflation.  The mix in wages also pulled the average wage up. 
 
Chairman Wiles noted that slack in the labor market could have an impact on the 
employment rate.  Mr. Guindon said between the Tesla Gigafactory and projects in 
Southern Nevada, demand for construction employees might outpace supply.  
That could place a premium on wages. 
 
Mr. Maddox said, although the tax rate would change due to the sunset provision, the 
underlying assumptions were strong. 
 
Mr. Leavitt recommended using the Fiscal Analysis Division forecast of $379.528 million 
for FY 2015 and $270.420 million for FY 2016, and a reduced forecast of 
$285.000 million for FY 2017.  He thought 7% growth in total payroll was high.  
 
Mr. Maddox agreed, and pointed out that employee wage growth has not been over 7% 
since 2004 or 2005.  Every other year it has been between 5% and 6%. 
 
Ms. Rosenthal observed that the state has not experienced the amount of growth 
expected in FY 2016 and FY 2017 due to the major projects in Southern Nevada and 
Northern Nevada for a long time. 
 
Mr. Reel noted that revenue of $285.000 million in FY 2017 would equal a 5.4% rate of 
growth.  
 
Chairman Wiles said that the difference between $285.000 million and $289.000 million 
was small, and he would be comfortable adopting either amount for FY 2017.   
 
Mr. Maddox asked if picking another forecasters’ forecast for FY 2017 would be better, 
because it would include the underlying wage assumptions.  Ms. Rosenthal agreed that 
she would rather pick one of the other forecasts for FY 2017.   
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Chairman Wiles noted that the forecasts were very similar.  He asked if the 
Economic Forum members were comfortable adopting the Fiscal Analysis Division’s 
forecast for all three years.  He noted that the Executive Budget Office forecast for MBT, 
nonfinancial for FY 2017 was $281.765 million.   
 
Mr. Maddox said he was more comfortable with a projection of 5% growth than 
7% growth.  If mix shift was a factor, then 7% could be the correct forecast.   
 
Mr. Wiles said there was still significant unemployment in the state.  Wages typically 
lagged the CPI in a slack market.  There may be an outlier in the employment data for 
construction in Northern Nevada that would drive the average wage higher, but that was 
not a certainty.   
 
Mr. Maddox asked the Fiscal Analysis Division why this revenue was expected to grow 
at a higher rate than the other revenues being forecast.  Mr. Guindon commented that 
the MBT nonfinancial forecast was driven by the outlook for the financial and 
nonfinancial segments that made up total employment.  The forecast was based on the 
nonfinancial employment outlook and the outlook for wages, less the assumption about 
health care. 
 
Mr. Guindon explained that there was no direct relationship between wages and sales 
tax, other than that wages and personal income drove sales tax.  He said sales tax was 
only applicable to tangible personal property, which did not involve 100% of a person’s 
budget.  He was not surprised that the sales tax would grow at a slower rate than MBT, 
because the MBT was driven by wages. 
 
Mr. Maddox said, in the past, sales tax had been outpacing wage disbursement. 
 
Mr. Guindon said there had been many changes in the tax laws in Nevada over the past 
three legislative sessions.  He explained that sales tax might have outpaced wage 
disbursement during the recession, because collections in the rural areas were buoying 
the lack of activity in the rest of the state.  He said wages and employment were clearly 
lower during the recession.  That was why it was difficult to compare collections for the 
MBT and sales tax over the past four years.  He said percentage fees were driven by 
visitors and were contributed to by locals, but he would not expect gaming revenue to 
grow as fast as employment and wages.  He believed the MBT forecast should be 
driven by assumptions in employment and wages. 
 
Mr. Maddox said his only comment was that over the past four years, total taxable sales 
grew much faster than nonfinancial wage disbursements.  He asked if that was due to 
lag. 
 
Mr. Guindon said he would have to know what was driving employment growth in each 
year.  He noted special mining or renewable energy projects caused sales tax revenue 
to grow.  He noted that renewable energy projects created jobs during construction, but 
there were not lots of jobs when the project was completed.  He thought Mr. Maddox 
made a valid observation, but Mr. Guindon said he would need to look at the underlying 
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dynamics in each year to know what was driving the increase in sales tax revenue 
collections. 
 
Chairman Wiles said there was still a long-term pattern.  He said one-time effects that 
occur every year were not really one-time effects, rather, they were part of a pattern. 
 
Ms. Rosenthal said this revenue was unique because of factors such as the shift in jobs 
and what they paid, and the potential demand on labor.  She said this was not a normal 
economic period, so it was tough to compare it to history.  She understood 
Mr. Maddox’s approach of questioning the logic of assuming 7% growth, especially as it 
compared to other tax revenue collections. 
 
Ms. Rosenthal asked for a calculation of the dollar amount of 5% growth in FY 2017.  
Mr. Guindon said 5% growth in FY 2017 would equal $283.941 million.  Ms. Rosenthal 
said that number seemed to be more reasonable.  She said $281.765 million seemed 
too low.   
 
Mr. Maddox noted that two projects on the Las Vegas Strip were supposed to begin in 
the fall of 2015, but he had not seen any indication that the projects were on schedule. 
 

MS. ROSENTHAL MOVED TO ADOPT THE MBT NONFINANCIAL 
REVENUE FORECAST PREPARED BY THE FISCAL ANALYSIS 
DIVISION OF $379.528 MILLION FOR FY 2015, AND $270.420 MILLION 
FOR FY 2016, AND APPLY A 5% GROWTH RATE TO THE FY 2016 
FORECAST TO ARRIVE AT A FY 2017 FORECAST OF $283.941 
MILLION.  THE MOTION WAS SECONDED BY MS. LEWIS. 
 
THE MOTION CARRIED UNANIMOUSLY. 
 

Chairman Wiles asked for a motion for the MBT financial forecast. 
 

MS. LEWIS MOVED TO ADOPT THE MBT FINANCIAL FORECAST 
PREPARED BY THE EXECUTIVE BUDGET OFFICE OF 
$24.218 MILLION FOR FY 2015, $24.969 MILLION FOR FY 2016, AND 
$25.943 MILLION FOR FY 2017.  THE MOTION WAS SECONDED BY 
MS. ROSENTHAL. 
 
THE MOTION CARRIED UNANIMOUSLY. 
 
 

F. REAL PROPERTY TRANSFER TAX 
 

Sumiko Maser, Deputy Director, Department of Taxation 
 
Ms. Maser referred to page 12 (Exhibit E), and reported that the Department of Taxation 
(Taxation) collected information that was reported from the local counties, although the 
data was limited to the amount of revenue collected and the number of taxable transfers 
that occurred.  She indicated there were two factors that Taxation considered when 
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revising its forecast.  The first factor taken into account was the amount of 
General Fund revenue being collected per taxable transfer as shown on page 12 
(Exhibit E).  Most recently, the General Fund collected $466 of revenue per transfer, up 
by 14.12% compared to the same period a year ago.  She noted that although 
quarter-to-quarter revenue fluctuated, Taxation was seeing a general growth trend as 
indicated by the green arrows on the chart.  In fact, when comparing FY 2014 to 
FY 2013, there was a 9.76% increase in revenue, which essentially implied that 
property prices were increasing.   
 
Moving to page 13, (Exhibit E), Ms. Maser said the second factor was that purchases or 
the number of transfers appeared to be flat and slightly decreasing over time in general, 
as represented by the red arrows on the chart.  For example, in the most recent quarter 
(Q1 2015) there was a decline of 6.8% in total number of taxable transfers.  However, 
when comparing FY 2014 to FY 2013, there was a slight decline of .03%.  Moving to 
page 14 (Exhibit E), Ms. Maser said that after taking both the General Fund revenue per 
transfer and total taxable sales into consideration, Taxation revised its forecast.  Even 
though the price of property was increasing, actual transfers appeared essentially flat.  
The RPTT forecast was increased in FY 2015 from 5.8% to 8.6%; increased in FY 2016 
from 4.3% to 8.2%; and increased in FY 2017 from 4.1% to 7.6%. 
 
Ms. Rosenthal asked if there was a distinction between the number of transfers and/or 
the property values between Southern Nevada and Northern Nevada. 
 
Ms. Maser replied that she did not recall seeing anything that necessarily stood out for 
the number of transfers or property values between Southern and Northern Nevada.   
 
Terry Rubald, Chief Deputy Director, Department of Taxation, added that she was 
aware of statistics indicating that property taxes and new properties in the Las Vegas 
area were growing at 11% and existing properties for resale were growing at 
approximately 7%.  Overall, Northern Nevada saw approximately a 9% growth in 
sales prices, showing some growth across the state.  
 
Mr. Leavitt asked if the Department of Taxation had any data, or if any census was 
collected at the county level to indicate how much of the total Real Property Transfer 
Tax (RPTT) came from commercial transactions, as opposed to residential housing.  
Ms. Rubald replied that the Department of Taxation does not collect that information.   
 
 
Susanna Powers, Economist, Department of Administration, Budget Division 
 
Ms. Powers stated that Nevada has made some headway in recovering from the epic 
housing slump.  Even though the state’s economy was bouncing back, there were still 
big barriers to home ownership, such as wage growth, student loan debt for the 
millennials, tight lending standards, and increasing land costs.  Many of the recently 
built homes were expensive and homeowners who lost homes in the foreclosure prices, 
or had to short sale homes, had to wait four years before borrowing again.  On the 
supply side, home permits were trailing at the levels seen in the 1980s, considering a 
rather flat population outlook and permitting delays.  In Southern Nevada, home permits 
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were likely to increase modestly.  Retail listings have increased, which meant more 
competition for new homebuilders.  Ms. Powers said that there were expectations that 
there would be a moderate improvement in sales of homes in the near term.  Some of 
the short-term constraints should start to dissolve in FY 2016 and FY 2017 with the 
announcement that Fannie Mae and Freddie Mac were relaxing lending standards and 
some homeowners who lost homes in a the foreclosure crisis, or had to short sale  
homes, were able to borrow again.  Ms. Powers stated that the missing link in the 
recovery has been the increase in employee income, and as the labor market starts to 
tighten, the state would start seeing gains in wages.  Once household incomes started 
to rise, many people would be in a better position to qualify for mortgages.  Nevada 
home sales were estimated based on the Case-Schiller Home Price Index for 
Las Vegas and on single-family home permits and existing single-family homes sales in 
Nevada.  She noted that homes sales data was used to forecast RPTT.   Ms. Powers 
stated that based on updated data, the Budget Division forecast had a minor upward 
revision for FY 2015 and FY 2016.  Collections were estimated to increase by 6% in 
FY 2015, increase by 6.2% in FY 2016; and increase by 7.7% in FY 2017.  The biggest 
risk to the RPTT forecast was the Federal Reserve’s decision for when to raise 
short-term interest rates, which would have an impact on affordability and buyers ability 
to qualify for mortgage loans.   
 
 
Michael Nakamoto, Deputy Fiscal Analyst, Fiscal Analysis Division  
 
Mr. Nakamoto referenced page 113 in the Fiscal Analysis Division meeting packet 
(Exhibit D).  He stated that the November 7, 2014, RPTT forecast was based on 
knowledge of 15 of the 17 counties first quarter RPTT collections, so he made a guess 
for the last two counties and added those to get the first quarter RPTT total.  However, 
since putting the packet together, he received the last two counties RPTT collections 
and the forecast was off by approximately $3,000 in FY 2015.  He thought the only 
adjustment to the forecast between when the packet was completed and currently was 
the $3,000. 
 
Mr. Nakamoto stated that the Fiscal Division forecast was higher than the 
November 7, 2014, forecast by $3,000 in FY 2015; $2,000 in FY 2016; and $3,000 in 
FY 2017.  Basically, the Fiscal Division outlook on housing remained the same, and the 
only real new data was that 5 of the 17 counties reported its RPTT collections on a 
monthly basis (Elko, Eureka, Lander, Lyon and Washoe Counties).  Those counties 
were up by 17.8% compared to the second quarter, which was $1.1 million of 
$16.8 million for the second quarter, due mainly to Washoe County, which had 
$941,000 in revenue.  The Fiscal Analysis Division forecast took into account 
single-family homes sales, new housing completions, and the Case-Schiller Index, and 
were run as a regression equation.  Mr. Nakamoto noted that there was no information 
that would suggest changes to the Fiscal Division RPTT forecast other than the minor 
adjustments for the first quarter.   
 
Mr. Maddox asked why the 17.5% increase was so large in the fourth quarter of 
FY 2015.   Mr. Nakamoto replied that it was due to the fourth quarter of FY 2014; the 
second quarter of FY 2014 was so low and it was a high growth rate off a -6.6%.  He 
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said that particular observation in the last quarter of FY 2014 was an anomaly and the 
state would come back from that.   
 
Ms. Lewis commented that she had concerns that as the housing prices increased, 
affordability was lapsing.  She added that the state had not seen any large commercial 
transfers that would make a large difference. 
 
Mr. Leavitt stated that one problem that often happens with commercial property is that 
the land is owned by a separate company from the business.  When the business sells, 
it is only selling the business and does not involve a change in ownership transaction for 
the land; therefore, eliminates a transfer tax.  Traditionally, he said that the RPTT was 
difficult to forecast, and the agency and Fiscal forecasts were close. 
 
Ms. Rosenthal stated that two of the three RPTT forecasts were close and she was 
comfortable with the consistency in the forecasts.  She agreed that the RPTT was 
difficult to forecast and commercial property was a big portion of the tax.  She believed 
there were many jobs that would be coming to the state with future projects, which 
would bring new individuals to the state that would hopefully be purchasing homes.  She 
added that new home construction has picked up in the state, and she was more 
comfortable with the agency or Fiscal Division forecast for the RPTT. 
 

MS. ROSENTHAL MOVED THAT THE ECONOMIC FORUM ADOPT 
THE FISCAL ANALYSIS DIVISION’S REVENUE FORECAST FOR THE 
REAL PROPERTY TRANSFER TAX OF $65.405 MILLION FOR FY 2015, 
$70.402 MILLION IN FY 2016, AND $76.064 MILLION IN FY 2017.  
THE MOTION WAS SECONDED BY MR. LEAVITT. 

 
THE MOTION WAS UNANIMOUSLY APPROVED. 

 
 

VI. REVIEW AND DISCUSSION OF FORECASTS OF MINOR GENERAL FUND 
REVENUES FOR FY 2015, FY 2016, AND FY 2017 APPROVED BY THE 
TECHNICAL ADVISORY COMMITTEE ON FUTURE STATE REVENUES 
(NRS 353.229) AT ITS NOVEMBER 26, 2014, MEETING. 

 
Mr. Guindon referred to TABLE 5 on page 23 of the Economic Forum meeting packet 
(Exhibit A), which presented the Department of Taxation, Fiscal Analysis Division and 
Budget Division forecasts for the select minor revenue sources for which the 
Economic Forum directed the Technical Advisory Committee (TAC) to approve a 
consensus forecast.  He stated that the TAC met on November 26, 2014, at which time 
staff provided a review of the forecasts. 
 
Mr. Guindon referred to TABLE 6 (page 24, Exhibit A), which presented the forecast 
approved by the TAC as the consensus forecast for all the other General Fund revenue 
sources that the Economic Forum did not specifically consider.  TABLE 7 on page 31 
(Exhibit A) displayed the revenue sources that had to be considered by the TAC, and 
that were subject to sunset versus some of the larger revenue sources that were not 
subject to sunset, principally, the Net Proceeds of Mineral Tax, Business License Fee 
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Tax, Governmental Services Tax, and the Governmental Services Tax Commissions 
and Penalties, per the 2013 Legislation. 
 
Moving to TABLE 6 on page 25 (Exhibit A), the chart showed that FY 2015 was 
approximately $3.0 million higher than the forecast presented in November 2014, 
principally, because of an upward revision to the Net Proceeds of Minerals Tax.  
In FY 2016, the forecast from the TAC was approximately $300,000 higher in FY 2016 
than the previous forecast, and the FY 2017 forecast from the TAC consensus forecast 
was $1.8 million higher than the previous forecast.  Mr. Guindon stated that the forecast 
for the Net Proceeds of Minerals Tax was $28.9 million for FY 2015, which was actually 
the average of the net proceeds of minerals forecasts for the State General Fund 
portion that were separately prepared by the Department of Taxation, the 
Executive Budget Office and the Fiscal Analysis Division.  He said the three different net 
proceeds of minerals forecast were prepared and presented to the TAC, and took into 
account information that was provided to staff from Barrick Gold Corporation, as well as 
looking at some of the 10-Qs filed by publicly traded companies to get an idea of the 
10-Qs through the third quarter of 2014.  In addition, there were some reports on those 
companies’ proven and probable reserves for their mines in Nevada.  Fiscal staff looked 
at the current gold price and then what the forecast for gold could be going forward.  
Mr. Guindon stated that he had the table that was prepared and presented to the TAC 
that itemized the different assumptions in the forecasts for the price of gold, production, 
net to gross ratios and the average effected tax rates.  He had information from financial 
statements, along with confidential information from Barrick Gold, which provided half of 
the gold mining in Nevada.  Mr. Guindon noted that at the November meeting, 
Mr. Maddox requested detail for the latest actual information that was available on the 
deductions as they were classified under the law.  Mr. Guindon stated that somewhat 
like Gaming Percentage Fees, the Net Proceeds of Minerals Tax had a lot of moving 
pieces to forecast because they had to look at the price and production of mining to get 
the gross.  To get the net numbers, the deductions must be figured out, which was done 
by looking at the ratio of net to gross, in addition to the effective tax rate for the portion 
that goes to the State General Fund. 
 
Ms. Rosenthal asked if the total General Fund revenue at the end of TABLE 6 was for 
all the minor revenue sources that were added to the Economic Forum’s forecast to get 
the total.  Mr. Guindon replied that was correct and those revenues were everything the 
Economic Forum did not forecast that were directed to the TAC to forecast.  Page 25 
(Exhibit A) showed GL 3002 through 3005, the General Fund commissions that would 
have to be added because they were tied to the Economic Forums decisions for the 
State 2% Sales Tax revenue.  He stated that the State 2% Sales Tax revenue forecast 
was translated into other pieces because they were different rates.  For example, the 
Basic City-County Relief Tax (BCCRT) was a .5% rate, so whatever the forecast was for 
the State 2% Sales Tax revenue, it could be converted into .5% forecast, and then take 
1.75% of that, because that was the General Fund commission. 
 
Chairman Wiles stated that there was a very tight range looking at the total for the 
TAC forecast versus each of the individual forecasts, so there was a fair degree of 
agreement among the individual forecasts. 
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MR. LEAVITT MOVED THAT THE ECONOMIC FORUM ACCEPT THE 
TECHNICAL ADVISORY COMMITTEE’S FORECAST FOR THE MINOR 
GENERAL FUND REVENUES FOR FY 2015, FY 2016, AND FY 2017.  
THE MOTION WAS SECONDED BY MR. MADDOX. 

 
THE MOTION WAS UNANIMOUSLY APPROVED. 

 
 
VII. INSTRUCTIONS TO TECHNICAL ADVISORY COMMITTEE ON FUTURE STATE 

REVENUES (NRS 353.229) CONCERNING THE NEXT MEETING OF THE 
ECONOMIC FORUM. 

 
Mr. Guindon stated that Agenda Item VII were the instructions to the TAC on future 
state revenues.  He said that the Economic Forum had to prepare a revised forecast, if 
necessary, on or before May 1, 2015, which would be used to develop the legislatively 
approved budget.  He said that the Economic Forum wanted to keep the instructions the 
same to the TAC, which was whether to continue to produce a forecast for all the 
revenues on TABLE 6 to bring forward.   
 
Mr. Wiles said that the Economic Forum would continue to use the same process as 
done previously, unless there was any disagreement from the members. 
 
 
VIII. SCHEDULING OF FUTURE ECONOMIC FORUM MEETINGS 
 
Mr. Guindon said, under the law, the Economic Forum must provide its revised forecast 
on or before May 1, 2015, which fell on a Friday.  He said that May 1, 2015, would work 
well for the Fiscal Analysis Division staff, because most likely they would not be getting 
the information from the Gaming Control Board and the Department of Taxation until 
April 27th or 28th, which would give staff more time to put together the charts.  
He asked the members to look at their calendars to determine the best day for the 
meeting in May.  He was aware the May meeting was five months away, noting that it 
was harder to get meeting rooms while in legislative session, and advance notice was 
needed to arrange the room for the meeting. 
 
Chairman Wiles said that he would get in touch with staff to confirm the May meeting 
date after the members had time to look at their calendars.   Mr. Guindon replied that 
staff would contact the members soon to confirm the May meeting date. 
 
Mr. Maddox asked if staff could provide information on the percentage of growth 
projected if there were no sunsets.  He believed that currently the Economic Forum was 
looking at approximately 5% to 6% growth in every category and he thought it would be 
interesting to understand what it would look like if nothing changed. 
 
Mr. Guindon said staff could figure what the General Fund revenue would grow if the 
sunsets did not occur, which would just be a preliminary number.  
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Mr. Wiles called for a recess at 12:05 p.m. to allow staff to finalize the 
Economic Forum’s forecast.  The Economic Forum reconvened at 1:17 p.m. 
 
Mr. Guindon presented two documents to the committee (Exhibit G):  1) the 
Economic Forum’s Report to the Governor and the Legislature on Future State 
Revenues, with numbers filled in based on the Economic Forum’s decisions made at 
this meeting, and 2)  a table that includes the decisions made for both the major 
General Fund revenues and the minor General Fund forecasts made by the TAC, 
approved by the Economic Forum.  He referred the committee to the second page of 
the table, and acknowledged the GST Commissions and Penalties, which were driven 
off the Economic Forum’s State 2% Sales Tax forecast.  He explained that the 
commissions were considered minor General Fund revenue sources, but the TAC 
cannot forecast them because the Economic Forum’s State 2% Sales Tax forecast was 
needed.  He said the Economic Forum’s Report to the Governor and the Legislature on 
Future State Revenues, which includes the Economic Forum’s December 3, 2014, 
forecast, would be presented to Governor Sandoval and members of the Nevada 
Legislature.  Mr. Guindon explained that the Economic Forum’s forecast was 
$3,205,289,294 for FY 2015; $3,069,593,035 for FY 2016; and $3,260,982,435 for 
FY 2017.  He said the growth rates were 4.5% in FY 2015; -4.2% in FY 2016; and 6.2% 
in FY 2017, and the decline in FY 2016 was due to the sunsets effecting some of the 
major revenue sources, in addition to some of the minor revenue sources. 
 
Mr. Guindon said the numbers he would provide to address the requests by Mr. Maddox 
regarding the sunsets were the Fiscal Analysis Division’s translation of the sunsets, and 
were by no means the official numbers or growth rates for what the growth rates would 
be without the sunsets.   Based on the Economic Forum’s forecast for total 
General Funds approved with the sunsets, a -4.2% decline was forecast in FY 2016 and 
an increase of 6.2% was forecast in FY 2017.  An apples-to-apples comparison 
extending the sunsets would be 4.4% growth in FY 2016 and 4.9% growth in FY 2017.  
Mr. Guindon said he had to break out the major and minor revenue sources because 
the minors had more sunsets attached to them, and the order of the magnitude for the 
MBT sunsets were bigger.  He said the Governmental Services Tax, Net Proceeds of 
Minerals Tax, and Business License Fee all affect the minor revenue sources.  He said 
for the major revenue sources that the Economic Forum explicitly considered and 
forecast – that growth would be .2% in FY 2016, compared to the revised forecast for 
FY 2015, and 5.5% in FY 2017, but then comparing apples-to-apples by extending the 
sunset on the MBT, it would be 5.5% in FY 2016 and 5.4% in FY 2017.  He said the 
forecast was in the mid-five point range once they get to the major revenue sources.  
For the minor General Fund revenue sources, growth was a 22.6% decline in FY 2016 
and a 10.4% increase in FY 2017, as approved in today’s meeting, which included the 
sales tax commissions. 
 
Mr. Guindon said if they tried to get an apples-to-apples comparison by getting the 
sunsets for all the minor revenue sources that were effected, it would be a 0.3% decline 
for FY 2016 and a 2.8% increase in FY 2017, so the 22.6% decline went to a 
0.3% decline because there was a substantial downward revision in the net proceeds 
forecasts.  Mr. Guindon said he hoped that he addressed the concerns of Mr. Maddox 
relative to what was actually approved in terms of thinking about the growth that was 
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tied to the underlying assumptions about the economy and the revenues that would 
come from that associated activity, independent of the law, which were the sunsets. 
 
Mr. Wiles stated that the Economic Forum has reviewed the table with the 
Economic Forum’s December 3, 2015, forecasts, in addition to the report provided by 
the Fiscal Analysis Division, and confirmed that it did conform to the Economic Forum’s 
forecasts adopted in the meeting. 
 
 

MR. LEAVITT MOVED TO ACCEPT THE FORECAST OF FUTURE 
STATE REVENUES TO THE FINDINGS OF THE ECONOMIC FORUM 
AND THE REPORT.  THE MOTION WAS SECONDED BY 
MR. MADDOX. 

 
THE MOTION WAS UNANIMOUSLY APPROVED. 

 
Chairman Wiles said that the Economic Forum estimated growth of more than 5% for 
many of the major revenue and minor revenue components.  He stated that for the past 
few years, flat has been growth, and now the state was actually seeing growth, which 
was somewhat of an unusual experience for the state given the economic decline, 
pullback and restructuring of the last four to five years.  In addition, as an initial check 
on many of the revenue components, the state was just returning to 2007 numbers; 
however, this was not something that the state has not seen before, and hopefully the 
state would be able to sustain those numbers.  Chairman Wiles stated, as always, there 
was uncertainty in the forecasts, and the primary component of uncertainty were 
interest rates going forward over the next two to three years.  Additionally, there are 
international economic conditions, consumer confidence, and other exogenous shocks 
that no one can forecast that may affect all of the forecasts.  Chairman Wiles believed 
the general consensus among the members was that there were some good economic 
indicators that the state has gone beyond stabilization and restructuring to growth, and 
with some of the other economic developments that the state was seeing, from an 
economic development standpoint, he hoped to see continued growth in the state. 
 
 
IX.  PUBLIC COMMENT. 
 
There was no public comment. 
 
 
X. ADJOURNMENT. 
Chairman Wiles expressed his appreciation for the Fiscal Analysis Division staff and all 
the presenters for the effort and time involved in producing the forecast for 
consideration by the Economic Forum.  The meeting was adjourned at 3:25 p.m. 
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Respectfully submitted, 
 
 
       ________________________________ 
       Judy Lyons, Committee Secretary 
        
 
       ________________________________ 
       Becky Lowe, Transcribing Secretary 
        
 
       ________________________________ 
       Donna Thomas, Transcribing Secretary 
 
 
 
 
 
APPROVED: 
 
 
_______________________________ 
Ken Wiles, Chairman 
 
Date:___________________________ 
 
Copies of exhibits mentioned in these minutes are on file in the Fiscal Analysis 
Division at the Legislative Counsel Bureau, Carson City, Nevada.  The division 
may be contacted at (775) 684-6821. 
son City, Nevada.  The division may be contacted at (775) 684-6821. 


