ADOPTED REGULATION OF THE
NEVADA TAX COMMISSION
L CB File No. R190-05

Effective February 23, 2006

EXPLANATION — Matter initalicsis new; matter in brackets [emitted-material] is material to be omitted.

AUTHORITY:: 881-12, NRS 360.090 and section 7 of Senate Bill No. 400 of the 73rd Session of
the Nevada L egidature, chapter 441, Statutes of Nevada 2005, at page 2026
(NRS 490.070).

A REGULATION relating to off-highway vehicles; requiring each owner of an off-highway
vehicle to ensure that the certificate of operation issued for the off-highway vehicleis
affixed to the off-highway vehicle in a certain manner; requiring an authorized deal er
of off-highway vehiclesto collect all taxes applicable in this State to the purchase of an
off-highway vehicle under certain circumstances; prohibiting an authorized dealer from
issuing a certificate of operation for an off-highway vehicle unless the owner of the off-
highway vehicle submits certain proof of ownership to the authorized dealer;
establishing the qualifications to become an authorized dealer; authorizing the
Department of Taxation to revoke the authority of an authorized dealer to issue
certificates of operation under certain circumstances; requiring the owner of an off-
highway vehicle to apply for aduplicate certificate of operation if the certificate of
operation becomesillegible or islost, stolen or destroyed; prohibiting a person or
authorized dealer from engaging in certain activities relating to off-highway vehicles,
and providing other matters properly relating thereto.

Section 1. Chapter 490 of NAC is hereby amended by adding thereto the provisions set
forth as sections 2 to 12, inclusive, of this regulation.
Sec. 2. Asusedin thischapter, unless the context otherwise requires, the words and

terms defined in sections 3 to 6, inclusive, of thisregulation have the meanings ascribed to

them in those sections.
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Sec. 3. “Authorized dealer” hasthe meaning ascribed to it in section 3 of Senate Bill No.
400 of the 73rd Session of the Nevada Legislature, chapter 441, Statutes of Nevada 2005, at
page 2025 (NRS 490.020).

Sec. 4. “Certificate of operation” means a certificate of operation issued for an off-
highway vehicle by an authorized dealer pursuant to section 7 of Senate Bill No. 400 of the
73rd Session of the Nevada Legislature, chapter 441, Statutes of Nevada 2005, at page 2026
(NRS 490.070) and sections 2 to 12, inclusive, of thisregulation.

Sec. 5. “Department” meansthe Department of Taxation.

Sec. 6. “Off-highway vehicle” hasthe meaning ascribed to it in section 6 of Senate Bill
No. 400 of the 73rd Session of the Nevada Legislature, chapter 441, Statutes of Nevada 2005,
at page 2025 (NRS 490.060).

Sec. 7. 1. Each owner of an off-highway vehicle for which an authorized dealer issues
a certificate of operation shall:

(a) Ensurethat the certificate of operation:

(1) Isaffixed to and displayed on the off-highway vehiclein a manner in which the
position, size and color of the certificate of operation is plainly visible during daylight from a
distance of at least 50 feet; and

(2) Ismaintained in a condition that isfree of foreign materials and clearly legible; and

(b) Ensurethat the certificate of operation is placed on the left side of the off-highway
vehicle asfollows:

(1) On therear guard, fender or metal frame and visible from the left, if the off-highway

vehicleisan all-terrain motorcycle;
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(2) On theleft vertical fork leg and visible from the left, if the off-highway vehicleisan
all-terrain motorcycle that is not registered by the Department of Motor Vehicles pursuant to
chapter 482 of NRS;

(3) On therear guard, fender or metal frame and visible from the left, if the off-highway
vehicleisasandrail or dune buggy;

(4) On theleft back tunnel and visible from the left, if the off-highway vehicleisa
snowmobile; or

(5) I'n any manner that is plainly visible on the | eft side pursuant to subparagraph (1) of
paragraph (a) of subsection 1, if the off-highway vehicleisa motor vehicle that isused on
public land for purposes of recreation.

2. Each number assigned to a certificate of operation for an off-highway vehicle:

(&) Must uniquely identify the off-highway vehicle using numbers or lettersor a
combination of numbers and letters; and

(b) Isvalidfor theuseful life of the off-highway vehicle.

Sec. 8. 1. Except asotherwise provided in this section, if an off-highway vehicleis
purchased from a person other than an authorized dealer or private party, the authorized
dealer that issues a certificate of operation for the off-highway vehicle shall, before issuing the
certificate of operation, collect all taxes applicable in this State to the purchase of the off-
highway vehicle or require the submission of evidence satisfactory to the authorized dealer
that those taxes have been paid. Such evidence may include, without limitation:

(8) A purchase agreement or sales contract indicating that all applicable sales or use taxes

have been paid in another jurisdiction; and
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(b) Any other proof satisfactory to the authorized dealer indicating that the taxes have been
paid directly in another jurisdiction.

2. In determining the amount of any taxes that must be paid pursuant to subsection 1, the
authorized dealer shall credit the amount of any taxes paid in another jurisdiction against the
amount of taxes, if any, that must be paid in this State. | f the amount of any taxes paid in
another jurisdiction islessthan the amount that must be paid in this State, the authorized
dealer shall collect the difference from the owner of the off-highway vehicle.

3. If aperson disputes the amount of any taxes that an authorized dealer requires him to
pay pursuant to subsection 1, he may contact the Department for further consideration of the
amount of taxes owed.

4. An authorized dealer shall not issue a certificate of operation for an off-highway
vehicle unless the owner of the off-highway vehicle submits proof of ownership satisfactory to
the authorized dealer, including, without limitation:

(a) A purchase agreement or sales contract for the off-highway vehicle;

(b) A manufacturer’s certificate of origin for the off-highway vehicle;

(c) A certificate of registration or other evidence indicating that the off-highway vehicle
has been registered in another jurisdiction;

(d) A certificate of title for the off-highway vehicle; or

(e) Any other proof of ownership specified by the authorized dealer.

5. If the owner of an off-highway vehicle requests a certificate of operation for the off-
highway vehicle and wishes to submit an affidavit to the authorized dealer indicating that the

person purchased the off-highway vehicle through a private party sale and no tax isdue
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relating to the purchase of the off-highway vehicle, the owner shall ensure that the affidavit is
submitted on a form approved by the Department and includes:

(&) The name and address of the owner of the off-highway vehicle;

(b) The name and address of the seller of the off-highway vehicle;

(c) Proof of ownership by the seller of the off-highway vehicle;

(d) A description of the off-highway vehicle which includes, without limitation, the vehicle
identification number for the off-highway vehicle, if any;

(e) Thedate of purchase of the off-highway vehicle from the private party; and

(f) The purchase price of the off-highway vehicle.

6. Asusedin thissection, “private party” doesnot include aretailer of off-highway
vehicles.

Sec. 9. 1. Each application for authorization to become an authorized dealer must be
submitted in writing to the Department. A person may qualify for such authorization if he:

(&) Complieswith all applicable statutes and regulationsin this State relating to taxation;

(b) Maintains his place of businessin this State or holds a valid permit to collect sales
taxes or a certificate of authority issued by the Department; and

(c) Receiveswritten approval of his application from the Department.

2. Each authorized dealer shall:

(a) Cooperate with the Department relating to the issuance of certificates of operation and
the administration of this chapter and chapter 490 of NRS;

(b) Make reasonable effortsto provide satisfactory service to each person who requeststhe

issuance of or isissued a certificate of operation or a duplicate certificate of operation;
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(c) On or beforethe last day of the month occurring after each calendar quarter, submit a
report to the Department relating to each certificate of operation issued by the authorized
dealer during that calendar quarter on a form furnished by the Department; and

(d) Maintain arecord of each certificate of operation issued by the authorized dealer for at
least 5 years.

Sec. 10. 1. The Department may revoke the authority of an authorized dealer to issue
certificates of operation upon any of the following grounds:

(a) Failure by the authorized dealer to maintain a record of each certificate of operation in
the form required by the Department for at least 5 years;

(b) Failure by the authorized dealer to issue a certificate of operation pursuant to section 7
of Senate Bill No. 400 of the 73rd Session of the Nevada Legislature, chapter 441, Statutes of
Nevada 2005, at page 2026 (NRS 490.070) after receiving the evidence required pursuant to
section 8 of thisregulation;

(c) Failureby the authorized dealer to submit to the Department a report relating to the
issuance of certificates of operation within the period required for the submission of the
report;

(d) Failure by the authorized dealer to allow the Department to inspect the records of the
authorized dealer relating to the issuance of certificates of operation;

(e) Failureby the authorized dealer to maintain and report accurate and complete
information required pursuant to this chapter;

(f) Failureby the authorized dealer to issue certificates of operation in compliance with

any applicable statute or regulation; or
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(9) A repeated violation by the authorized dealer of any applicable statute or regulation
relating to the sale or use of off-highway vehicles.

2. Beforerevoking the authority of an authorized dealer to issue certificates of operation,
the Department shall notify the authorized dealer in writing of itsintent to revoke the
authorization. The notice must be sent by certified mail and addressed to the authorized dealer
at the last known address of the authorized dealer as indicated in the records maintained by
the Department.

3. An authorized dealer may, within 30 days after receiving a written notice pursuant to
subsection 2, file a written objection with the Department. As soon as practicable after
receiving a written objection pursuant to this subsection, the Department shall refer the matter
to a hearing officer for a hearing.

4. Afinal decision of a hearing officer in a matter referred to him pursuant to this section
may be appealed to the Nevada Tax Commission within 30 days after the entry of the final
decision.

Sec. 11. 1. |If acertificate of operation becomesillegible or islost, stolen or destroyed,
the owner of the off-highway vehicle shall, immediately upon becoming aware of the loss,
theft, destruction or illegibility of the certificate of operation, apply for the issuance of a
duplicate certificate of operation from an authorized dealer.

2. If an owner of an off-highway vehicle appliesfor the issuance of a duplicate certificate
of operation pursuant to subsection 1, the owner must provide evidence satisfactory to the
authorized dealer that a certificate of operation has previously been issued for the off-highway
vehicle.

Sec. 12. A person or authorized dealer shall not:
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1. Knowingly falsify an application for a certificate of operation, affidavit of ownership or
bill of salefor an off-highway vehicle;

2. Alter, deface or remove a manufacturer’s serial number or vehicleidentification
number that is placed on an off-highway vehicle;

3. Useor display or allow the use or display of a certificate of operation on an off-
highway vehicle or in the operation of an off-highway vehicle other than the off-highway
vehicle for which the certificate of operation isissued or assigned; or

4. Alter or deface a certificate of operation.
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NOTICE OF ADOPTION OF PROPOSED REGULATION
LCB File No. R190-05

The Nevada Tax Commission adopted regulations assigned LCB File No. R190-05 which
pertain to chapter 490 of the Nevada Administrative Code on January 9, 2006.

Notice date: 12/7/2005 Date of adoption by agency: 1/9/2006
Hearing date: 1/9/2006 Filing date: 2/23/2006

INFORMATIONAL STATEMENT

1. A description of how public comment was solicited, a summary of public response, and
an explanation of how other interested persons may obtain a copy of the summary.

Notices of hearing for the adoption and amendment of the proposed regulation were posted
a the following locations: Department of Taxation, 1550 East College Parkway, Carson City,
Nevada; Nevada State Library, 100 Stewart Street, Carson City, Nevada; The Legidative Building,
Capitol Complex, Carson City, Nevada; each County Main Public Library; Department of Taxation,
4600 Kietzke Lane, Building O, Suite 263, Reno, Nevada, Department of Taxation, 555 East
Washington Avenue, Las Vegas, Nevada, Department of Taxation, 2550 Paseo Verde Parkway,
Suite 180, Henderson, Nevada.

A copy of the notice of hearing and the proposed regulation were placed on file at the State
Library, 100 Stewart Street, Carson City, Nevada, for inspection by members of the public during
business hours. Additional copies of the notice and the proposed regulation were aso made
available and placed on file at the Department of Taxation, 1550 East College Parkway, Carson
City, Nevada, Department of Taxation, 4600 Kietzke Lane, Building O, Suite 263, Reno, Nevada;
Department of Taxation, 555 East Washington Avenue, Suite 1300, Las Vegas, Nevada
Department of Taxation, 2550 Paseo Verde Parkway, Suite 180, Henderson, Nevada; Department of
Taxation, 850 Elm Street, No. 2, Elko, Nevada; and in al counties in which an office of the
Department of Taxation is not maintained, at the main public library, for inspection and copying by
members of the public during business hours.

The hearing was held on January 9, 2006 video conferenced between the Nevada L egidative
Building, 401 S. Carson Street, Room 3138, Carson City, Nevada and the Grant Sawyer State
Office Building, 555 E. Washington Avenue, Room 4401, Las Vegas, Nevada. It appears that due
to the primarily procedural nature of the proposed regulation, only affected or interested persons and
businesses as set forth in #3 below responded to the proposed regulation and testified at the hearing.
A copy of the transcript of the hearing, for which areasonable fee may be charged, may be obtained
by caling the Nevada Department of Taxation at (775) 684-2096 or by writing to the Nevada
Department of Taxation at 1550 East College Parkway, Suite 115, Carson City, Nevada, 89706.

The proposed regulation was submitted to the L egidative Counsel Bureau, which completed
its review and minor revisions on January 5, 2006. Thus, the proposed regulation, for practical
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purposes, was discussed at four workshops and has been heard and considered at one public hearing
of the Nevada Tax Commission.

2. Thenumber of personswho:

(@) Attended thehearing: 41

(b) Tedtified at thehearing: 2

(©) Submitted to the Tax Commisson written comments. A written comment was
submitted to the Department of Taxation by Mr. Gary Clinard of the Dunes and Trails ATV Club.
No other written comments were submitted to either the Department of Taxation or the Nevada Tax
Commission.

3. A description of how comment was solicited from affected businesses, a summary of
their response, and an explanation how other interested persons may obtain a copy of the
summary.

Comments were solicited from affected and interested businesses and persons by the notices
set forth in #1 above, by direct mail to al county assessors, and by direct mail to the approximately
240 interested businesses and persons on the Department of Taxation's mailing list.

4, If the regulation was adopted without changing any part of the proposed regulation, a
summary of thereasonsfor adopting the regulation without change.

The proposed regulation was not changed since the Nevada Tax Commission believed no
changes were necessary.

5. The estimated economic effect of the adopted regulation on the business which it isto
regulate and on the public. These must be stated separately, and each case must include: (a)
Both adverse and beneficial effects;, and (b) Both immediate and long-term effects.

(a) Adverse and beneficial effects.

The proposed regulation presents no foreseeable or anticipated adverse economic effects to
businesses or the public. There may be some beneficial economic effects to certain taxpayers which
are the subject of the adopted regulation. Those anticipated benefits are not quantifiable at thistime.

(b) Immediate and long-term effects.

Same as #5(a) above.

6. The estimated cost to the agency for enfor cement of the adopted regulation.

The proposed regulation presents some anticipated cost for enforcement for the Department.

There will be some administrative costs for the Department in producing the total number of OHV

certification of operation stickers needed for the program, which has been quantified at
approximately $40,000 at thistime.
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7. A description of any regulations of other state or governmental agencies which the
regulation overlapsor duplicates and a statement explaining why the duplication or overlap is
necessary. If the regulation overlaps or duplicates a federal regulation, the name of the
regulating federal agency.

The proposed regulation is particular to the Department of Taxation practices and
procedures and does not appear to overlap or duplicate regulations of other state or local
governmental agencies.

8. If the regulation includes provisons which are more stringent than a federal
regulation which regulates the same activity, a summary of such provisions.

There are no known federa regulations pertaining to Nevada's OHV certificate of operation
sticker program, which is the subject of the proposed regulation.

9. If the regulation provides a new fee or increases an existing fee, the total annual
amount the agency expectsto collect and the manner in which the money will be used.

The proposed regulation does not provide a new fee or increase an existing fee.
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