
State 3% Room Tax under IP 1 from the 2009 Legislative Session 
 
The 2009 Initiative Petition 1 (IP 1), codified in Nevada Revised Statutes (NRS) 244.33561, 
requires the Board of County Commissioners in any county whose population is 300,000 or more 
(currently Clark and Washoe Counties) to enact an ordinance imposing up to an additional 3 
percent rate on the gross receipts from the rental of transient lodging in that county, but not to 
exceed a total rate of 13 percent.  If the total rate imposed in a county is less than 10 percent as 
of July 31, 2008, the entire 3 percent rate may be imposed.  If the total rate imposed in a county 
as of July 31, 2008, exceeds 10 percent, the rate that must be imposed is the difference between 
13 percent and the rate in effect as of that date.  However, if the sum of the existing tax rates in 
any area as of July 31, 2008, is 13 percent or more, then no additional rate may be imposed.  
 
It should be noted that IP 1 was enacted by the 2009 Legislature rather than by the vote of the 
people.  Although the Governor did not sign IP 1, it became law without his signature due to the 
provisions of Article 4, Section 35 of the Nevada Constitution. Pursuant to the 
Nevada Constitution, because the 2009 Legislature enacted IP 1, there is no restriction on a 
Legislature amending the petition in any legislative session subsequent to the 2009 Legislative 
Session.  If the Legislature had not enacted IP 1 and it had been approved by the voters, there 
would have been a three-year waiting period for a subsequent amendment. 
 
After the approval of IP 1 in the 2009 Legislative Session, the room rates established in Clark and 
Washoe counties that complied with the provisions of the petition were as follows: 

 
1. The maximum rate of 3 percent was imposed in all of Clark County except for the 

Fremont Street corridor in the City of Las Vegas, where only an additional 2 percent room rate 
was imposed.  This result occurred because the room rate in the Fremont Street corridor, as 
of July 31, 2008, was 11 percent, which allowed for only an additional 2 percent to be imposed 
under the not to exceed 13 percent provision in the petition.  Effective July 1, 2015, the room 
rate in the Fremont Street corridor increased by 1 percent to the maximum 3 percent rate, due 
to the expiration of a 1 percent rate imposed as funding for the Fremont Street project.  As a 
result, the maximum allowed 3 percent rate under IP 1 is now imposed in all of Clark County. 

 
2. Due to the rates imposed in the areas of Washoe County as of July 31, 2008, only an 

additional 1 percent rate was allowed to be imposed in the unincorporated area of 
Washoe County and the area located inside the City of Reno, but are not located in the 
downtown area of the city.  No additional room tax rate was imposed in the Reno downtown 
area or the entire area of the City of Sparks under the petition as the existing rates were 
already in excess of 13 percent on July 31, 2008. 

 
Pursuant to IP 1, the proceeds of the tax, including applicable penalties and interest, were to be 
credited to the State General Fund between July 1, 2009, and June 30, 2011. Beginning on July 1, 
2011, the proceeds from the tax were to be credited to the State Supplemental School Support 
Fund (codified in NRS 387.191), for the operation of school districts and charter schools in the 
state.  The proceeds of the State Supplemental School Support Fund are to be distributed 
proportionally among all school districts and charter schools in the state to improve the 
achievement of students and to retain qualified teachers and non-administrative employees, and 
is not intended to supplant or replace any other money provided to fund the operation of public 
schools for kindergarten through grade 12.  Provisions clearly allow for the proceeds of the IP 1 
Room Tax to be included for purposes of collective bargaining (see NRS 387.193). 
 



As previously noted, pursuant to IP 1, beginning on July 1, 2011, the proceeds of the IP 1 Room 
Tax were to be credited to the State Supplemental School Support Fund to be distributed to school 
districts and charter schools to improve the achievement of students and to attract and retain 
qualified teachers and non-administrative employees (NRS 387.191).  Due to the continuing 
effects of the Great Recession, then Governor Gibbons recommended that the IP 1 Room Tax 
revenue continue to be deposited in the State General Fund for the 2011-13 biennium.  The 2011 
Legislature did not support the Governor’s recommendation, but instead approved the transfer of 
the IP 1 Room Tax revenue to the Distributive School Account (DSA) as a state funding source 
to maintain the IP 1 funding within K-12 education.   
 
Subsequent Legislatures have continued to transfer the IP 1 funding from the State Supplemental 
School Support Fund to the DSA as a state funding source for the Nevada Plan basic support 
funding (through June 30, 2019).  The Nevada Plan is a statewide, formula-based funding 
mechanism for public K-12 education. Stated as a formula, the Nevada Plan calls for state 
financial aid to school districts to equal the difference between school district basic support 
guarantee and local available funds produced by mandatory taxes minus all the local funds 
attributable to pupils who reside in the county but attend a charter school or a university school 
for profoundly gifted pupils (NRS 387.121). 
 
The table below identifies the approved K-12 Education funding bills, which includes, among other 
things, a requirement that IP 1 Room Tax revenue be transferred to the DSA as a state funding 
source through the end of each biennia. 

 
K-12 Education Funding     

Bill Number Biennium
A.B. 579 2011-2013
S.B. 522 2013-2015
S.B. 515 2015-2017
S.B. 544 2017-2019  

 
As a state funding source in the DSA, the IP 1 Room Tax revenue offsets the amount of General 
Fund appropriation that funds the Nevada Plan, based on the level of statewide basic support 
approved by the Legislature.     
 
The table that follows provides the actual IP 1 Room Tax revenues beginning in FY 2010 through 
FY 2017, and the legislatively approved IP 1 Room Tax revenue amounts for FY 2018 and FY 
2019. 

State Supplemental School Support Account FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
Revenues

Proceeds of 3% Room Tax (w/Interest) 97,671,733$    112,567,350$     126,518,028$    128,848,849$     141,236,516$    150,556,077$     167,351,188$    179,165,186$    185,056,000$   191,092,000$      
Expenditures

Deposited to State General Fund 97,671,733$    112,567,350$     -$                   -$                    -$                  -$                    -$                   -$                   -$                 -$                     
Transfer to Distributive School Account -$                 -$                    126,518,028$    128,848,849$     141,236,516$    150,556,077$     167,351,188$    179,165,186$    185,056,000$   191,092,000$      
State Supplemental School Support Account -$                 -$                    -$                   -$                    -$                  -$                    -$                   -$                   -$                 -$                     
Prepared by the Fiscal Analysis Division of the Legislative Counsel Bureau

Actual Revenues Legislatively Approved

Provisions of IP 1 Legislatively Approved Distribution Legislatively Approved

Provisions of IP 1

 


