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Senate Concurrent Resolution No. 42—Committee on Legislative Functions

FILE NUMBER...142

SENATE CONCURRENT RESOLUTION—Directing the legislative commission
to study the effects of measures to provide tax relief passed by the 60th
session of the legislature.

WHEREAS, The €0th session of the Nevada legislature has responded
to the concerns of Nevadans by enacting several measures which reduce
the burden of taxes; and

WHEREAS, The legislature must continue to be responsive to the
needs and dcsires of the people, and in order to do so must provide
itself with accurate and timely information about the effect of the
measures which it has enacted; now, therefore, be it

Resolved by the Senate of the State of Nevada, the Assembly concur-
ring, That the legislative commission is dirccted to study the effects of
measures to provide tax relief passed by the 60th session of the legisla-
ture; and be it further

Resolved, That the legislative commission include as members of the
subcommitiee appointed to conduct the study persons outside of govern-
ment who agree to serve without compensation, subsistence allowances
or reimbursement for travel expenses; and be it further

Resolved, That the subcommittee appointed by the legislative com-
mission report its findings to the commission not later than September
1, 1980, and that the commission submit a final report and any recom-
mended legislation to the 61st session of the legislature.

19 5079
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REPORT OF THE LEGISLATIVE COMMISSION.

TO THE MEMBERS OF THE 61lst SESSION OF THE NEVADA LEGISLATURE:

This report is submitted in compliance with Senate Concurrent
Resolution No. 42 of the 60th session which directed the
Legislative Commission to study the effects of measures to
provide tax relief passed by the 60th session of the
legislature.

The report sets forth procedures, summarizes testlmony and
analyses drawn from a large volume of printed material, and
presents the findings and recommendations of the subcommlttee.
To conduct the study, the Legislative Commission appointed a
subcommittee with the following members: Senator Norman D.
Glaser, Chairman, Assemblyman Robert E. Robinson, Vice Chairman,
Senator Keith Ashworth, Assemblymen Harley L. Harmon, Paul W.
May, Robert E. Price, and Darrell D. Tanner, and nonlegislative
members, Messrs. Leroy Bergstrom, Ernest Newton, and Ms.

Carol Vilardo.

The subcommittee wishes to acknowledge the technical assis-
tance provided by state and local officials who are too
numerous to name. Little could have been accomplished without
them. Also, the subcommittee wishes to acknowledge the
valuable assistance of the three nonlegislators who served
without compensation as members at large.

Respectfully submitted,

‘Legislative Comm1551on
Legislative Counsel Bureau
State of Nevada

Carson City, Nevada
December 1980
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10.

SUMMARY OF RECOMMENDATIONS

The property tax relief structure established by
the 1979 Legislature should be retained, and future
legislatures make variations in the maximum
statutory rate and corresponding state assump-

tion by a “"trigger" i1f adjustments are warranted.

Future legislatures should examine broadening the
scope of factors that the State Board of Examiners
is permitted to consider in setting rates under
"trigger" provisions.

The exemption of household personal property should
be continued as a very positive and successful
part of tax relief.

Appropriations to the Distributive School Fund,
which are made to provide tax relief, should be
exempted from the state budget cap.

The 1981 Legislature should explore a revenue
cap in lieu of an expenditure cap.

Actual expenditures for fiscal year 1978-79 should
be used as a base for the local government spending
cap 1n place of the fiscal 1978-79 budgeted
expenditures.

The appropriate committees of the 1981 ngislature
should explore alternative ways of applying the
cap to town governments.

The appropriate committees of the 1981 Legislature
should be advised of the necessity of realigning
estimates of population used in the base period
of the caps with actual population figures from
the 1980 census.

For the local government spending cap, the 5-year
moving average of the inflation factor should be
decreased to a 3-year moving average.

For the local government spending cap, the Implicit
Price Deflator for Goods and Services Purchased by
Government should be adopted in place of the CPI as
a_measurement of change in cost of providing govern-

ment services.
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12.

13.

14.

15.

16.

17.

18.

19.

The expression "general fund" as a generic term
should be changed to "aggregate of general and
special funds" to conform with language for such
activities as_expressed by Statement 1 of the
National Council on Governmental Accounting.

The 2-year expiration of authority granted a
local entity to exceed its spending limitation

should be removed.

NRS 354.5983, subsection 4, should be amended to
clearly provide authority to the Director of the
Department of Taxation to require local governments
to change their expenditure base when exempt funds
such as enterprise funds are created by with-
drawing an activity from the base.

The Director of the Department of Taxation should
be given authority to permit an entity to exceed
its expenditure limitation to the extent necessary

to pay for a newly mandated project or program.

For the school district revenue cap, the 5-year
moving average of the inflation factor should be
decreased to a 3-year moving averade.

For the school district revenue cap, the Implicit
Price Deflator for Goods and Services Purchased by
Government should be adopted in place of the Consumer
Price Index (CPl) as a measurement of change in cost

of providing government services.

The base period for the school district cap should
be changed from the average of the previous three
assessment yvears to the average of the previous
two assessment yvears.

The appropriate committees of the 1981 Leg}slature
should be apprised of the problem of erosion of
local school districts' local tax base and that
when they deliberate on matters affecting the
schools, look for ways to correct this erosion.

Amendments recommended by the subcommittee to
eliminate loopholes in local government caps

should be adopted as a means of restricting local
government's ability to pick up e portion o

the optional levy from which schools must recede.

vi.



20.

21.

22.

23.

24.

25,

Future legislatures should be made aware that
if the cap is applied to only the part of the
80 cent optlonag tax actuaIIx Iev1ea, the effect

1s more severe when a lesser amount of tax relief
15 triggered. In a period of rapidly risin rices
this could be far more restrictive than 1nten5ea.
NRS chapter 463 should be amended to provide that
the 25 percent share of the county gaming license
fee which was returned to local governments as
part of the tax packgge be distributed only to the

city or county of origin. The statutory reference
to town sﬁouig be deleted.

The 1981 Legislature should investigate methods

of implementing an annual updating of appraisals.
The 1981 Legislature should investigate thorou%hlx
current assessment procedures and practices wi

regard to compliance with state statutes.

The Tax Commission should require that each county
assessor develop a procedures manual and submit
1t to the Tax Commission for approval.

The 1981 Legislature, by resolution, should

continue to have a special IeglsIatlve sub-

committee on tax action meeting on a regular
basis.

vii.






I. INTRODUCTION AND BACKGROUND

The 1979 session of the Nevada Legislature adopted Senate
Concurrent Resolution No. 42 directing the Legislative
Commission to study the effects of the measures to provide
tax relief that it had enacted. This directive was adopted
to fill the clear need for legislative oversight of the tax
relief program during the period of implementation so that
problem areas could be identified and suggestions for
improvement could be developed for the 1981 legislature.

Tax relief was structured so that state government would bear
nearly all the initial cost and then additional savings would
develop as local government and school district growth was
restrained by "caps". In dollar terms this was a major
undertaking. The combination of state revenues given up and
general fund appropriations required to replace local prop-
erty tax revenues carried a price tag of $243 million for the
1979~81 biennium. This was more than one-third of the total
general fund appropriations of $667 million for the same
period. An estimate delineating costs which was prepared at
the close of the 1979 Legislative Session is included in
Exhibit A. Every local govermment entity fell within the new
and complex "cap" structure beginning July 1, 1979, and
problems were sure to arise in the dichotomous balance
between restraint of government growth and the need for local
government services.

The passage by a 3 to 1 majority of ballot Question 6, a
California Proposition 13 type property tax limitation, quite
obviously contributed impetus to tax relief activity of the
1979 legislature. Question 6, if approved a second time by a
majority of the voters in the November 1980 general election,
would amend article 10 of the constitution of the State of
Nevada dealing with taxation of property. Specifically, the
measure would:

1. Limit the amount of property taxes that can be collected
from the owner of real property to 1 percent of the
property's full cash value. This 1 percent limit would
not apply to the amount necessary to pay off general
obligation bonds issued prior to the effective date of
the measure.

2. Limit the future growth of real property assessments and
require a roll back to the value shown on the 1975-76
assessment rolls for property that has not changed hands
since the 1975-76 assessment year.



Exhibit A

ESTIMATED TAX RELIEF

State Relief: 1979-80 1980-81
Sales Tax on Food:
State 2% (eliminated) $§ 15,000,000 $ 17,600,000
Schools 1% (replaced) 6,900,000 8,000,000
Property Tax:
County 11 Cent Medicaid (replaced) 6,207,000 7,137,000
State 25 Cent Levy (eliminated) 14,307,000 16,453,000
Schools 70 Cent Levy (replaced) 40,283,000 47,411,000
Schools 30 Cent Levy (replaced) 17,264,000 20,319,000

r ’ sIlB,§Zﬁ’Uﬁﬁ

Local Relief: *

Sales Tax on Food:

Cities/Counties 1/2% (eliminated) $ 3,360,000 $ 3,935,000
Property Tax:
Household Property (exempted) 3,500,000 4,000,000
$ 6,860,000 $§ 7,935,000
Total Basic Relief: $106,821,000 $124,855,000
Additional Relief - Trigger $ 12,240,000
Total Potential Relief $243,916,000

* Most.revenue losses to local governments have been replaced
by the state through A.B. 268 and S.B. 319,

Source: February 21, 1980, Fiscal Analysis Division,
Legislative Counsel Bureau.



3. Require two~thirds vote of the legislature to increase
state taxes and prohibit the legislature from enacting
any new taxes based on the value of real property.

4. Permit the legislature to authorize political sub-
divisions of the state to impose new special taxes or
to increase existing special taxes if approved by two-
thirds of the voters within the subdivision. These
taxes must not be based on the value of real property.

A program for implementation of property tax relief under
Question 6 would have to be designed by the 1981 legislature.
There is no way to say precisely what that program would be
like because so many policy decisions, legal interpretations
and financial constraints are involved.

The 1979 legislature felt that it could do a better job of
providing comprehensive and equitable tax relief under
existing constitutional language than could be accomplished
under the provisions of Question 6, and it could be accom=-
plished beginning July 1, 1979, rather than later on.l

Enacted were several bills collectively termed the "Legislative
Tax Package" which provided for removal of the sales tax for
food, reduction of property tax rates, exemption from taxation
of household personal property, a landlord to renter pass-
through of property tax savings, and "caps" on state and local
government growth tied to population growth and inflation.2
The total relief under this tax package was felt to be equal
to or greater than the amount of real property tax reduction
under Question 6 if it were effective during the 1979-8l1 bien-
nium. A detailed description of each major aspect of the tax
package, together with corresponding subcommittee findings and
recommendations, is contained in the body of this report.

1/
There is some question as to whether Question 6 would
affect property tax collections beginning July 1, 1981,
or July 1, 1982. See Attorney General's Opinion 80-16 of
May 14, 1980.

2/ .
S.B. 204, A.B. 616 and A.B. 268, of the 1979 session.



II. SUBCOMMITTEE METHODOLOGY

To conduct the study, the Legislative Commission appointed
Senator Norman D. Glaser (Elko) as subcommittee chairman,
Assemblyman Robert E. Robinson (Clark) as vice chairman,
Senator Keith Ashworth (Clark), Assemblyman Harley L. Harmon
(Clark), Assemblyman Paul W. May (Clark), Assemblyman Robert
E. Price (Clark) and Assemblyman Darrell D. Tanner (Clark).
Also appointed as members at large, to serve without compen-~
sation, were Mr. Leroy Bergstrom, Mr. Ernest Newton and Ms.
Carol vilardo. The Leglslatlve Commission allocated a
budget of $5,071 to provide for the cost of the meetings and
printing of the final report.

The subcommittee held its initial meeting on October 18, 1979,
in Carson City. Subsequent hearlngs were held February 25,
1980, in Las Vegas; July 1, 1980, in Carson City; July 22,
1980, and Augqust 26, 1980, in Las Vegas. These five meetlngs
were devoted to subcommlttee organization, point-by-point
review of the 1979 Legislative Tax Relief Package and alterna-
tives for tax relief, and public testimony. Dates selected
for the final four meetings were late in the interim period so
that information that the subcommittee examined would be based
on as much experience with the new program as was possible.
All meetings were posted in compliance with the Open Meeting
Law and letters were sent to approximately 200 local government
entities requesting input to the subcommittee.

Testimony was provided at the meetings by local elected
officials and their representatives, state government offi-
cials, and representatives of other public organlzatlons.
The subcommittee reviewed an extensive amount of detailed
financial material on state and local revenues, expenditures
and the impact of "caps". Sources of this material were
local governments and local school districts, the state
department of taxation, the gaming control board, the state
department of education and the subcommittee's staff.



III. SUBCOMMITTEE FINDINGS AND RECOMMENDATIONS

Method of Reducing Property Taxes:

The state's constitutional maximum property tax rate of $5
per $100 of assessed valuation was reduced statutorily to
$3.64 for all classes of property--real, personal and
possessory. Lowering of the maximum rate was done simul-
taneously with a $1.36 across-the-board cut in the rate
applicable to all property taxpayers. This reduction in
rate was accomplished without any impact on local govern=
ments because the state absorbed the cost by repealing
the requirement that counties contribute the proceeds of
11 cents of their levy to the state's Title XIX Program,
by replacing the proceeds of the 70 cent mandatory local
school levy and by replacing the proceeds of 30 cents of
the 80 cent optional local school levy.

For the second year of the biennium only (fiscal year
1980-81), a "trigger" feature was added which permitted
the amount of the optional school levy to be replaced
by the state to vary from zero to 48 cents depending on
the performance of the state's two major revenues--
gaming and the sales and use taxes. Under the provi-
sions of this "trigger", the statutory rate could vary
for one year only from $3.94 to 53.46 so that the
maximum statutory rate would equal the constitutional
$5 rate less the total amount absorbed by the state.

The two benchmark revenues did not live up to expecta-~
tion, so for fiscal year 1980-81 the across-the-board
reduction was reduced from $1.36 to $1.26. Correspond-
ingly the statutory maximum rate of taxation was set
according to formula at $3.74 for 1980-81. (See the
"trigger" calculation in Exhibit B.)

without further legislative action, the maximum prop-
erty tax rate for fiscal year 1981-82 will once again
be $3.64 with the state absorbing the impact of the
$1.36 reduction as described above. Whether or not the
state can continue to absorb this cost will of course
depend on how well other revenues hold up and the need
for state spending increases, however, evidence reviewed
by the subcommittee suggests that 1n the long run it
can. For the l0-year perlod shown in Table 1 state
revenue in total and the major contributors to state
revenue--the sales and use tax and gaming fees--have
kept up with growth in statewide assessed values. This

5.



Exhibit B

TRIGGER CALCULATION

Base Period - 1st Three Quarters FY 1978-79

Gaming Percentage Fee $ 74,963,579
Sales and Use Tax (Accrued) 86,508,539
Total - Base Period ' ’

Measured Period - lst Three Quarters FY 1979-80

Gaming Percentage Fee - § 85,307,770 13.8%
Sales and Use Tax (Accrued) 90,053,664 4,1%
Total §175,361,434 B.6%
Rates:
8 - 9% $3.74
9 - 10% $3.71
10 - 12% $3.64

Projected Increases Used to Develop "Trigger"

Gaming Fees + 17%; Sales and Use Tax + 6%.



Table 1

COMPARISON OF INCREASES
IN ASSESSED VALUES AND TOTAL GENERAL FUND REVENUE
AND MAJOR COMPONENTS OF GENERAL FUND REVENUE

Total General
Gaming Revenue Sales & Use Tax Fund Revenue* Assessed Value

Fiscal Increase Over Increase Over Increase Over Increase Over
Year Previous Year Previous Year Previous Year Previous Year
1971-72 15.1% | 12.8% . 12.6% 10.5%
1972-73 14.9% 15.2% 13.4% 11.3%
1973-74 21.6% 16.6% 20.3% 13.1%
1974-75 11.7% 7.4% 9.5% i 11.8%
1975-76 12.8% 12.7% 9.9% 12.5%
1976-77 11.6% 17.0% 13.4% 7.2%
1977-78 21.3% 23.6% 21.4% 12.6%
1978-79 23.1% 22.3% 22.3% 19.9%
1979-80 14,3%** 5.0%** 2.1%** 18.7%
1980-81 15.5%** 17.0%** 14,2%** 21.8%

* About 25% of total General Fund revenue is from sources other than
sales and use tax and state gaming fees.

** fEstimated



indicates that future revenue growth will be sufficient
to replace the product of the $1.36 levy times the
statewide assessed value. Also, state government
spending for ongoing programs has grown less rapidly
than revenues as evidenced by large state surpluses.

Therefore, the subcommittee recommends that:
The property tax relief structure established by
the 1979 Legislature should be retalned‘ and future
egislatures make variations in the maximum
statutory rate and corresponding state assump=
tion by a "trigger" 1f adjustments are warranted.

Under provisions of the "trigger", the State Board of
Examiners was required to set the property tax rate for
the 1980-81 fiscal year based solely on the performance
of the sales and use and gaming tax revenues during a
specific period. No other factors could be considered.
The subcommittee felt that the Board of Examiners
should be permitted to exercise greater ‘judgment under
prov151ons of the "trigger" in setting amounts of tax
relief to avoid an unnecessary reduction in tax relief.

Therefore, the subcommittee recommends that:
Future legislatures should examine broadening the
scope of factors that the State Board of EXaminers:
is permitted to consider in setting rates under
Wtrigger" provisions.

Landlord to Tenant Pass-Through of Tax Saving:

The tax package required that tax relief accruing to
any landlord not specifically exempted must be passed
on to his respective tenants. To accomplish this,
landlords were required to supply their tenants with a
statement detailing that portion of the rent attrib-
utable to property taxes. Beginning July 1979, a
statement was requlred to show comparable tax 1nforma-
tion for the previous year and any reductions in taxes
had to be reflected as a reduction in rent. Landlords
who failed to comply with this provision are liable to
their tenants in the amount treble overpaid tax. The
subcommittee discussed this provision at length but
makes no recommendation for change.

Opinions both pro and con on the pass-through provision
were expressed to the subcommittee. The subcommittee

8.



heard that the pass~through provision was a nuisance to
landlords; provided little benefit to tenants; and, after
the initial tax reduction was passed on, it no longer was
necessary; and that some landlords simply reduced the
portion of the rent for taxes and increased the rent for
all other purposes by a like amount. On the other hand,
the subcommittee learned that the vast majority of land-
lords did comply with the intent of the law and passed
the savings on to tenants. 1If, in the future, taxes are
further reduced by '“"caps" or by direct state replacement,
the subcommittee believes that the pass-through provision
provides a means to pass on the savings to tenants.

Exemption of Household and Personal Property From Taxation:

In November 1978, the voters approved an amendment to
the Nevada Constitution to permit the exemption of
personal property. As part of the tax package, the
1979 Legislature exempted household personal property.
Since the assessment of household property was incon-
sistently applied from county to county, that exemption
not only provided tax relief to households but also
eliminated assessment inequities. The subcommittee
heard only positive testimony about this step.

Therefore, the subcommittee recommends that:
The exemption of household personal property should

be continued as a very positive and successful
part of tax relief.

Removal of the Sales Tax From Groceries:

The legislative tax package provided for the removal of
the sales tax on food for human home consumption effec-
tive July 1, 1979. Since the original state sales tax
was approved by referendum, the tax on food could only
be removed by a similar vote. Therefore, a special
election was ordered for June 5, 1979, at which time
the question was approved by more than a 3 to 1 margin.
Also included in the ballot question of the food tax
were provisions which made all of the administrative
matters of the sales tax laws statutory and subject to
being updated from time to time by the legislature.
Previously, provisions of the law such as bond require-
ments and procedures for handling delinquent accounts
could only be changed by the voters.



The subcommittee received updates from the Department
of Taxation at each of its public hearings apprising of
progress and problems encountered in implementing the
exemption of food items. Problems that did arise had
to do with the definition of food items exempted, and
these were resolved by the Nevada Tax Commission by
regulation.

Therefore, the subcommittee makes no recommendation for
change in provisions exempting groceries from sales
tax.

Cap on the State Budget:

The Governor's Executive Budget submitted for approval
to legislatures beginning in 1981, must be limited in
growth by state population and inflation. The 1975-77
biennium is the expenditure base and increases are
allowed from July 1974 for both population growth

and inflation. Limited are the total proposed expendi-
tures for purposes other than construction from the
state General Fund.

The subcommittee received testimony that expenditures
under this "cap" include moneys which are appropriated to
the Distributive School Fund to provide tax relief
replacement revenues. Therefore, the amount of tax
relief that can be included in the Executive Budget in
future biennium is limited. Certainly there was no
intent for a state spending limitation to restrict the
amount of property tax relief.

Therefore, the subcommittee recommends that:

Appropriations to the Distributive School Fund,
which are made to provide tax relief, should be

exempted from the state budget cap.

Cap On Local Governments (Other Than Schools):

Expenditures of all levels of. local government that
receive taxes or license fees are subject to the "cap".
Limitations are tied to local entities' fiscal 1978-79
budget as a base and allowances are made for population
changes and an inflation factor which is 80 percent of
the last 5 years' average increase or decrease in the
Consumer Price Index (CPI). Populaticn increases or
decreases are those from before the base year to the
year in which the new budget is being prepared.

10.



On or before December 1 of each year the Governor is
required to certify this percentage of increase or
decrease in population for each city and county. Other
local governments must use the percentage change in pop-
ulation for the county in which it or the largest fraction
of its population is located. If a local government dis-
putes its estimated population, an appeal may be made to
the Nevada Tax Commission whose decision is final. 1In
the case of a general improvement district or special
district, if the Tax Commission finds that the applicable
percentage change in population differs grossly from the
actual percentage, it may determine an equitable percent-
age to use.

Expenditures that are subject to the "cap" are termed
"general fund". This is not general fund in the usual
meaning of the term but is defined to be the aggregate
of all funds supported in whole or in part by taxes or
license fees, except a tax on aviation fuel. Funds
excluded from the "cap" are enterprise funds, trust
funds, intergovernmental service funds, agency funds,
debt service funds, regional street and highway funds,
and funds set up to account for one or more projects of
capital construction, or for revenue from special
assessments. The "cap" does not apply to expenditures
of a fair and recreation board or hospital, except expen-
ditures of ad valorem taxes or gaming license fees; of a
metropolitan police department; from money accumulated
during several years for a specified purpose; or of
federal funds. Authority to determine the status of

any disputed fund is vested in the Tax Commission.

The "cap" may be exceeded to meet unforeseen situations
that threaten life or property, or require expenditures
which are not subject to control of the local govern-
ment, if in either case the proposed expenditure is
approved by the Legislative Commission. In addition, an
override may be obtained for new programs or increased
spending by a majority vote of the people. Such an
approval by the voters expires after 2 years. It is
unclear whether or not the prevision for the 2-year
expiration also applies to expenditures approved by the
Legislative Commission.

The Director of the Department of Taxation is given
authority to determine the manner of accounting for
changes in designation or sources of revenue for funds
to be included under the "cap". The Attorney General
issued Opinion 80-5, on March 3, 1980, which stated

11.



that the provision giving the Director this authority

does not permit the Director to require changes in the

expenditure base when exempt funds such as enterprise

gunds are created by withdrawing the activity from the
ase.

Regarding methods for limiting the growth of local
government spending, the subcommittee recognizes that a
"cap" on revenues is a viable alternative to the current
"cap" on expenditures. In states that have extended "caps"
to local governments some have capped revenues and some
have capped expenditures. Theoretically they ought to
have the same result. Whether or not one or the other
is better is at this time only a matter of opinion

since no body of empirical evidence has been developed
on either alternative. The opinion that a revenue 'cap"
would be less complex and hence more effective for
Nevada local governments was expressed in testimony
before the subcommittee and by some subcommittee members
during deliberations.

Therefore, the subcommittee recommends that:

The 1981 Legislature should explore a revenue
cap in lieu of an expenditure cap.

Regarding the fiscal year 1978-79 budget as a base for
measuring permissible expenditure, local government
representatives suggested that for some local entities
the budget was not truly representative of spending
needs. The budgets were developed prior to the "cap" and
under differing philosophies.

Some entities historically kept the budget to a bare
minimum and augmented later as needed and others were
more liberal in including spending programs. The City
of Henderson advised the subcommittee that they feel
their fiscal year 1978-79 budget is an inadequate

base since it was adopted prior to labor negotiations.

Therefore, the subcommittee recommends that:

Actual expenditures for fiscal year 1978-79 should
be used as a base for the local government spending
cap 1n place of the fiscal 1978-79 budgeted
expenditures.

Regarding the population for towns, Clark County repre-
sentatives testified that use of the county-wide

12.



population for determination of town government "caps"
severely impacted the spending ability of town govern~
ments in "the strip" area because their actual popula-
tion growth was far greater than the factor for Clark
County. Additionally, county gaming revenue which
formerly went to the state was returned under provisions
of the tax package to the county, city or town of
origin. This provided even more unspendable town fund
revenue for towns along "the strip".

The subcommittee discussed a number of solutions to this
problem including eliminating town funds, assigning

a population to the towns of the county excluding the
cities, and adding towns to the list of entities that
could appeal to the Tax Commission for determination of
a more equitable growth figure. The subcommittee did
not have enough information to thoroughly evaluate

these and other courses of action. Since any legislation
to correct the Clark County problem would affect every
town in the state, a hearing process more extensive than
the subcommittee could undertake would be necessary.

Therefore, the subcommittee recommends that:

The appropriate committees of the 1981 Legislature
should explore alternative ways of applying the

cap to town governments.

Regarding the use of population estimates in establish-
ing spending limitations, some adjustment may be neces-
sary in these estimates when actual 1980 census figures
become available.

Therefore, the subcommittee recommends that:

The appropriate committees of the 1981 Leg}slature
should be advised of the necessity of realigning
estimates of gogulation used in the base period
of the caps with actual population figures from
the 1980 census.

Regarding the 5-year moving average in the inflation
factor, testimony from local governments was that the
average of a 5-year period was too long to be respon-
sive to the rapid price increases recently experienced.
Further, the subcommittee is concerned that if price
increases flatten out, recent large inflationary
increases will provide unwarranted spending authority
for up to four more years.
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Therefore, the subcommittee recommends that:

For the local government spending cap, the 5-year
moving average of the Inflation factor should be
decreased to a 3-vear moving average.

Regarding the use of the Consumer Price Index (CPI) as
the index to measure inflation, the subcommittee received
repeated testimony that the CPI was not the appropriate
index to measure increases or decreases in the cost of
providing government services. Exhibits C and D were
prepared by Clark County representatives to compare the
GNP Deflator of the U.S. Department of Commerce with

the CPI. The subcommittee is aware that the items in

the CPI are geared to family spending patterns as shown
in Exhibit C.

Therefore, the subcommittee recommends that:
For the local government spending cap, the Implicit
Price Deflator for Goods and Services Purchased by
Government should be adopted in place of the CPI as

a measurement of change in cost of providing govern-
ment services.

"General Fund" is a term in very common usage in govern-
mental accounting. Under the "cap" legislation it is
ascribed a meaning far different from the common usage.

Therefore, to more clearly define the subject of the
"cap", the subcommittee recommends that:

The expression "general fund" as a generic term
should be changed to "aggregate of general and
special funds" to conform with language for such
activities as expressed by Statement 1 of the
National Council on Governmental Accounting.

Regarding the 2-~year expiration period on approvals to
exceed a local entity's spending limit (NRS 354.5981,
subsection 6, attached as Exhibit E), two problems were
uncovered by the subcommittee. First, application
apparently was not intended for overrides granted by
the Legislative Commission to allow an entity increased
spending authority to comply with unforeseen legisla-
tive directives or for an emergency (NRS 354.5981,
subsection 6 b). Expiration would require Douglas
County to return to the Legislative Commission to
extend its authority to pay salaries of persons selling
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CPI MEASURES CONSUMER

COSTS FOR:

Exhibit C

GNP DEFLATOR FOR GOVERNMENT

MEASURES : ¥

a. Food a. Construction costs by
b. Housing facility type (i.e.
c. Utilities education, hospital,
d. Household furnishings highway, sewer)
e, Clothing b. Compensation by major
f. Personal transportation category (educational,
g. Medical care non-educational)
h. Entertainment c. Durables (i.e., heavy
i. Miscellaneous personal equipment)
items d. Nondurables (i.e., office
supplies)
e. Services**

*The GNP index uses elements of the CPI, the Wholesale Price
Index, and a Census of Government Employee Compensation and
total expenditures.

**Currently, the GNP Deflator does not include a utility
component, which may be added later. If utility costs were
included, the GNP index would show a higher rate of inflation
in the opinion of the U.S. Department of Commerce.
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Exhibit D

INDEX COMPARISONS

GNP | CPI
IMPLICIT PRICE DEFLATOR . FOR ALL
YEAR STATE & LOCAL GOVERMMENT URBAN CONSUMERS
1967 100.0 190.0
1968 106, 1 104,2
1969 113.9 119,38
1970 121.8 | 136.5
1971 130.3. 121.3
1972 | 137.9 125.3
1973 148.0 133.1
1974 163.3 147.7
1975 178.9 161.2
1976 191.5 _ 170.5
1977 - 206.9 181.5
1973 223.6 195, 4
1979 244, 4 217.4

*FIRST YEAR FOR CcPI-u, 1878, ALL PREVIOUS YEARS WERE COMPUTED
AS CPI-Y, le



Exhibit E

COUNTY, CITY, DISTRICT FINANCES 354.5981

354.5981 Limitation upon expenditures from general fund.
[Expires by limitation June 30, 1981, if before that date Nevada consti-
tution is amended to reduce limit on property taxes.]

* K *

6. The governing body of a local government, except a school dis-
trict, may exceed the limitation imposed by subsections 1 and 2:

(a) To the extent necessary to meet situations not reasonably foresee-
able in which there is a threat to life or property, or requirements for
expenditure which are not subject to the control of the local govern-
ment, if in either case the legislative commission approves the proposed
expenditure.

(b) To the extent necessary to provide a new or expanded program
of service if:

(1) The program of service is to be supported entirely by ad val-
orem taxes which do not exceed the statutory limit on ad valorem
taxes; and

(2) The governing body proposes the program and it is approved
by a majority of the voters voting on the question in a general election
or a special election called for that purpose.

Such an approval may be made effective for not more than 2 years.

(Added 1o NRS by 1979, 1238)
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marriage licenses. Secondly, rather than being tied to
fiscal year periods, the authority for an override
expires not more than 2 years after inception. Because
of this, all overrides approved to date will expire
part way into the entity's fiscal year leaving a ques-
tion as to whether or not they can build their budgets
and levy taxes for a program requiring renewal.

Therefore, the subcommittee recommends that:

The 2-vear expiration of authority granted a
local entity to exceed its spending limitation
should be removed.

Regarding the effectiveness of the “cap" on local govern-
ments, the subcommittee learned that the Attorney
General's Opinion 80-25 largely negated the impact of

the "caps". According to testimony from the Director of
the Department of Taxation and local government repre-
sentatives, cities and counties could easily circumvent
the "cap" by creating enterprise funds and not withdraw-
ing the activity represented by the new enterprise fund
from the spending base. An example of how this would
occur is presented in Table 2.

Therefore, the subcommittee recommends that:
NRS 354.5983, subsection 4, should be amended to
clearl rovide authority to the Director of the
Department of Taxation to require local governments
to change thelr expenditure base when exempt funds

such as enterprise funds are created by with-
drawing an activity from the base.

Regarding newly mandated projects or programs, even
with the most carefully considered "cap", problems of
definition and interpretation are certain to arise that
can only be handled on a case-by-case basis. A judgment
decision about when an expenditure is or is not man-
dated and how to treat a mandated expenditure that
replaces or expands a current service are examples.
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Table 2

LOCAL GOVERNMENT EXPENDITURE LIMITATION

Attorney General's Opinion 80-5 (Illustration - page 5 and 6)

Assume: Inflation Factor 7.38%
Population Factor _5.10%
Total 12.48%
Subcommittee's
Attorney General's Recommendeq
Interpretation Interpretation
Base Expenditures: General $ 70,000 . $ 70,000
Airport 30,000 30,000
Total Base §100,000 $100,000
Exempt Airport: $ 30,000
New Base Expenditures $100,000 $ 70,000
Application of Factors 1.1248 1.1248
Allowable Expenditures G.F. $112,480 § 78,736

Percent Increase in General
Fund Expenditures 60.1% 12.48%
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Therefore, the subcommittee recommends that:

The Director of the Department of Taxation should
be given authority to permit an entity to exceed
1ts expenditure limitation to the extent necessary
to pay for a newly mandated project or program.

Cap On School Districts' Ad Valorem Levy:

The amount of property tax that a school district may
levy for operations was limited by the tax relief plan.
Revenues to retire bond issues for capital improvements
were not affected. Most of the revenues of the school
districts are received either directly through the
property tax levy or equalized through the State
Distributive School Fund formula so the effect is a
nearly total "cap" on school districts' operating reve-
nues.

Before the tax relief package, a 70 cent per $100 levy
was required of all school districts and they had
priority on an additional levy of up to 80 cents. Pro-
ceeds of the 70 cent levy were equalized under the
school fund formula. Proceeds of the 80 cent levy were
outside of the formula. The state replaced all of the
formerly mandatory 70 cent levy and 30 cents of the
optional 80 cent levy as part of tax relief. A “cap"
was placed on the total amount of taxes that can be
derived from the remaining 50 cents of the optional
levy.

The average from this 50 cent levy for the previous
three assessment years becomes the base from which the
allowable levy is calculated. The base is adjusted

for changes in enrollment and an inflation factor which
is 80 percent of the last five years' average increase
or decrease in the Consumer Price Index. The enrollment
adjustment measures the changes from the same three years
that constitute the base to the current year. The base
levy and the base enrollment and inflation factor all
change yearly as the oldest year of each is dropped and
the newer year added. . .

The limitation on the optional school levy applied only
to the levy available to school districts. When revenues
fell short of projections and only the proceeds of 20
cents of the 80 cent optional levy was replaced by the
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state for fiscal year 1980-81, the "cap" applied to the
larger proceeds of a 60 cent levy as below. This further
limited the revenue available to school districts.

FY 1979-80 FY 1980-81
Optional Levy 80 cents 80 cents
Replaced by State (30 cents) (20 cents)
Subject to Cap 50 cents 60 cents

Regarding the 5~-year moving average of the inflation
factor, testimony from the school districts was the
same as other local governments that the 5-year
period was too insensitive to price increases. Also,
the subcommittee is concerned that if price increases
flatten out, recent large inflationary increases will
provide unwarranted latitude to increase the optional
levy for up to four more years.

Therefore, the subcommittee recommends that:
For the school district revenue cap, the 5-year

moving average of the inflation factor should be
decreased to a 3-year moving average.

Regarding the CPI as a measure of inflation, here too,
the subcommittee is convinced that the Implicit Price
Deflator would be a more representative measure of the
inflation factor. Also, the subcommittee feels that
school districts should be treated the same as other
local governments in this calculation.

Therefore, the subcommittee recommends that:

For the school district revenue cap, the Implicit
Price Deflator for Goods and Services Purchased by
Government should be adopted in place of the Consumer
Price Index (CPI) as a measurement of change 1n cost
of providing government services.

Regarding the base period of the "cap", the subcommittee
was told that the base extended too far back in time.
The subcommittee agrees. The oldest assessment year
that is averaged into the base reflects a period four
years before the fiscal year for which a budget being
limited is prepared.

21.



Therefore, the subcommittee recommends that:

The base period for the school district cap should
be changed from the average of the previous three
assessment yvears to the average of the previous
two assessment vyears.

In hearings before the subcommittee school districts
maintained that they should have a strong local tax
base for their support. Under the tax package a greater
portion of their revenue was brought under the
Distributive School Fund and then most locally gener-
ated revenue (the optional property tax) was capped by
formula. This, they said, eroded local contrcl. The
subcommittee recognizes that a shift from local to
state financial responsibility has occurred. It is

not unigue to Nevada and is partly a result of the
requirement for equalization of school districts'
resources. However, the shift becomes more severe when
states provide local tax relief by funneling additional
state money to local school districts to replace local
revenue.

Therefore, the subcommittee recommends that:

The appropriate committees of the 1981 Legislature
should be apprised of the problem of erosion o
local school districts' local tax base and that

when they deliberate on matters affecting the
schools, look for ways to correct this erosion.

Reductions in a school's optional property tax levy
did not necessarily result in savings to taxpayers
because other local entities often picked up a portion
of the levy that the school district had to drop.

The subcommittee, therefore, recommends that:

Amendments recommended by the subcommittee to
eliminate loopholes in local government caps
should be adopted as a means of restricting local
government's ability to pick up the portion of
the optional levy from which schools must recede.

Regarding the "trigger", the subcommittee was told that
most school districts were adversely affected when the
"trigger" increased the amount of the optional school
levy from 50 cents to 60 cents. The statewide impact
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was a $1,559,875 reduction in school district revenues
as shown in column 8 of Exhibit F. The limitation on
the additional 10 cents came at a time when budgets were
strained by rapid inflation.

1f, upon examination of the revenue outlook, future
legislatures determine that a "trigger" for a greater or
lesser tax relief is warranted, a similar problem could
arise.

Therefore, the subcommittee recommends that:

Future legislatures should be made aware that

1f the cap 1s applied to only the part of the
80 cent optional tax actually levied, the effect
1s more severe when a lesser amount of tax relief

1s triggered. In a period of rapidly risin rices
this could be far more restrictive than 1nten§ea.

Local Revenue Replacement:

The exemption of food from sales tax and the exemption
of household personal property from the ad valorem tax
reduced revenues available to local governments. To
help offset the loss, the state's share of the real
estate transfer tax and the county gaming license fees
was returned to local governments. The real estate
transfer tax is 55 cents per $500 unencumbered value on
each deed conveying real property. The state's 75
percent share of this tax was returned to the county of
origin for distribution to the county and cities. The
state's 25 percent share of the county gaming license
fee which is authorized by NRS 463.390 was also returned
to local governments. The proceeds go to either the
city, county or town of origin.

Also, the requirement was removed that counties could
share one-third of the cost of foster care for children
not eligible for the Aid to Dependent Children Program.
The state absorbed these additional costs.

Regarding the replacement of local revenues, the only prob-
lem the subcommittee found was with the county gaming
license fees being returned to the town of origin. Because
of "caps" the towns in "the strip" area in Clark County
received replacement revenues that they could not spend.

In examining this situation, the subcommittee felt that
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towns were 1nadvertent1y included in this distribution by
the 1979 Legislature and that the intent was to dlstrlbute
the 25 percent share to the city or county of origin.

Therefore, the subcommittee recommends that:

NRS chapter 463 should be amended to provide that
the 25 percent share of the county gaming license
fee which was returned to local governments as
part of the tax package be distributed only to the
city or county of origin. The statutory reference
to town should be deleted.

Making the Tax Package More Permanent:

The opinion was expressed to the subcommittee that the
leglslatlve tax package would be more palatable to the
voters if it were made a part of the Constitution and

thus more difficult to change. Tax relief under Question
6, the subcommittee was told, had the advantage of this
greater permanence. However, the subcommlttee felt that
casting the 1979 Legislative Tax Package in the constitution
would be premature. There are many problem areas that need
to be 1roned out before portlons of the tax package should
be placed in the constitution where the process to change
requires four years or more. Subcommittee members felt
that this feature of Question 6 was, in fact, a disadvan-
tage because many problems are sure to arise and they

would have to be corrected through a lengthy amendment
process.

Providing Greater Property Tax Equity:

By law, the county assessor is required to reappraise
all property at least once every 5 years (NRS 361.260).
The prevalent practice in the case of residential and
most commercial real property is to reappraise every 5
years, and then to adjust the assessment as warranted
by the appraisal. Generally, assessments then remain
unchanged for 5 years. In a period of rapidly rising
real estate prlces, propertles that are reappralsed
take a tremendous jump up in assessed value while the
assessment of properties that have not yet been
reappraised remain unchanged. The result is that a
homeowner may experience a 200 to 300 percent increase
in his tax bill while the tax bill for a similar house
in another part of town is not increased.
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The theory has been expressed that, in the long runm, the

S-year cycle does provide equity because all taxpayers
receive a resplte for four years and on the fifth year
their property is brought up to full value. Facts do not
support this view. Mathematically equity is highly improb-
able since properties increase 15 or 20 percent some years
and do not increase at all other years. Also, tax levies
change, properties are remodeled or rezoned and people
move.

Updating assessments more frequently than once in 5 years
appears to be the most important step to make the system
more equitable and the greatest degree of equlty would be
achieved if updating were done on an annual basis. It
may be possible to incorporate a limit on year-to-year
increases in value with the shorter reassessment cycle.
The subcommittee learned that the extent to which new
physical appraisals are required for assessment updatlng
is a subject of debate. If a complete reappraisal is
required to support each reassessment, the cost may make
annual reassessment untenable. Clearly any program to
shorten the 5-year cycle would have to be thoroughly con-
sidered and phased in slowly and the subcommittee had
neither adequate time nor resources to develop such a
program.

Dislocations in value have been magnified in some coun-
ties by lax assessment practices. The rudimentary
requirement of a 5-year reappraisal has not been followed
in all cases. Checkerboard reassessments and questlon-
able backdating are other examples. During the time

that the subcommittee was conducting this study, these
and other problems were investigated by the Nevada Tax
Commission and the Washoe County Grand Jury and sug-
gestions have been developed for corrections.

To provide for greater property tax equity, the sub-
committee recommends that:

The following recommendations be forwarded
to the approprlate committees of the next
regular session of the legislature:

1. The 1981 Legislature should investigate
methods of implementing an annual updating
of appraisals.
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2. The 1981 Legislature should investigate
thoroughly current assessment procedures
and practices with regard to compliance
with state statutes.

3. The Tax Commission should require that
each county assessor develop a procedures
manual and submit it to the Tax Commission
for approval.

K. Further Study of Nevada's Property Tax System:
The 1981 Legislature, b¥ resolution, should continue
to have a special legislative subcommittee on tax
action meeting on a reqgular basis. The subcommlttee
should continue the review of the tax package or,
1f Question 6 is passed, examine the problems that
are sure to arise with implementing legislation.

This subcommittee should also be charged with ongoing
oversight and examination of assessment problems as

noted i1n the Washoe County Grand Jury's report.
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PROPOSED LEGISLATION
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SUMMARY-~Makes refinements to statutory limits on state budget and
on expenditures by local governments, (BDR 31-358)
Fiscal Note: Effect on lLocal Government: Yes.
Effect on the State or on Industrial
Insurance: No.

AN ACT relating to governmental finance; removing statutory limits
on certain expenditures proposed in the state budget for the
state distributive school fund; redefining the base from which
permissible expenditures by local governments are calculated
and permitting certain adjustments of that base; making certain
revisions to the method of calculating the permissible level
of expenditures by local government and of revenues from
certain tax levies; altering the procedure for obtaining
approval of certain expenditures which exceed the statutory
limits; reallocating a portion of the county gaming license
fees; and providing other matters properly relating thereto.

THE PEOPLE OF THE STATE OF NEVADA, REPRESENTED IN SENATE AND

ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1. NRS 353.213 is hereby amended to read as follows:
353,213 1. In preparing the state budget for each biennium,
the chief shall not exceed the limit upon total proposed expendi-

tures for purposes other than [construction] those specified in

this subsection from the state general fund calculated pursuant to

this section. The limitation imposed by this section does not

apply to proposed expenditures:

(a) For construction; or

(b) To provide money to the state distributive school fund in

amounts not exceeding in the aggregate for each fiscal year of the
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biennium $1 for each $100 of the assessed value estimated for that

fiscal year of all taxable property within the state.

The base for each biennium is the total expenditure [, for the

purposes limited,] for purposes other than construction from the

state general fund appropriated and authorized by the legislature
for the biennium beginning on July 1, 1975.

2. The limit for each biennium is calculated as follows:

(a) The amount of expenditure constituting the base is multi-
plied by the percentage of change in population for the current
biennium from the population on July 1, 1974, and this product is
added to or subtracted from ﬁhe amount of expenditure constituting
the base.

(ﬁ) The amount calculated under paragraph (a) is multiplied by
the percentage of inflation or deflation, and this product is added
to or subtracted from the amount calculated under paragraph (a).

(c) 1If the amount resulting from the calculations under para-
graphs (a) and (b) represents a net increase over the base biennium
the chief may increase the proposed expenditure accordingly. If
the amount represents a net decrease, the chief shall decrease the
proposed expenditure accordingly. If the amount is the same as in
the base biennium, that amount is'the linmit of permissible proposed
expenditure.

3. The revised estimate of population for the state issued by

the United States Department of Commerce as of July 1, 1974, must
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be used, and the governor shall certify the percentage of increase
or decrease in population for each succeeding biennium. The
Consumer Price Index published by the United States Department of
Labor for July preceding each biennium must be used in determining
the percentage of inflation or deflation.

4, The chief may exceed the limit to the extent necessary to
meet situations in which there is a threat to life or property.

Sec. 2. NRS 354,598l is hereby amended to read as follows:

354,5981 1. ([The amount budgeted by a local government, except
a school district, pursuant to NRS 354.598 for the fiscal year
commencing July 1, 1978, for expenditure from its general fund, less
any amount allowed as an ending balance for that fiscal year and
less any contribution to the state for aid to the medically indigent,
is the base from which the permissible expenditure from that fund

in subsequent years must be calculated.] Except as it may be

adjusted pursuant to NRS 354.5983, the base from which the permis-

sible expenditure by a local government, except a school district,

from its aggregate of funds in subsequent years, must be calculated

is the total expenditure from those funds for the fiscal year

commencing July 1, 1978:

(a) Plus any amounts allowed as'endinq balances for that fiscal

year; and

(b) Less any contribution to the state for aid to the medically

indigent.
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2. The governing body of a local government, except a school
district, shall calculate the level of permissible expenditure from

its [general fund] aggregate of funds for a given year as follows:

(a) The amount of expenditure in the base year is multiplied by
the percentage of change in population in the current year from the
base year and this product is added to or subtracted from the
amount of expenditure in the base year.

(b) The amount calculated under paragraph (a) is multiplied by
80 percent of the average annual percentage of inflation or defla-
tion for the [60] 36 months preceding the month of November pre-
ceding the fiscal year for which the budget is prepared and further
multiplied by the number of years from July 1, 1978, to July 1 of
the year for which the budget is prepared, and this product is
added to or subtracted from the amount calculated under paragraph
(a).

(¢) If the amount resulting from the calculations under para-
graphs (a) and (b) represents a net increase over the base year, a
governing body may increase its expenditure accordingly. If the
amount represents a net decrease, the governing body shall decrease
its expenditure accordingly. If the amount is the same as in the
base year, expenditures must not bé increased. -

3. The department of taxation shall disapprove any budget of a
governing body which does not comply with the limitations of

subsections 1 and 2.
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4, On or before December 1 of each year, the governor shall
certify the percentage of increase or decrease in population for
each county and city. Every other local government, except a
school district, must use the percentage of increase or decrease in
population for the county in which it, or the largest fraction of
its population, is located. If the Nevada tax commission finds
that the percentage of increase or decrease in population so deter-
mined for a general improvement district or other special district
differs grossly from the actual percentage, it may determine an
equitable percentage to be used. Any local government which
believes that the percentage certified by the governor is not a
true figure may appeal the certification to the tax commission,
which may increase or decrease the percentage as the evidence
before it reasonably requires. The decision of the tax commission
is final.

5. The [Consumer Price Index for All Urban Consumers,] Implicit

Price Deflator for State and lLocal Government Purchases of Goods

and Services, published by the United States Department of [Labor,]

Commerce, must be used in determining the percentage of inflation
or deflation.
6. The governing body of a local government, except a school
district, may exceed the limitation imposed by subsections 1 and 2:
(a) To the extent necessary to meet situations not reasonably

foreseeable in which there is a threat to life or property, or
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requirements for expenditure which are not subject to the control

of the local government, if in either case , except the special

case described in paragraph (b), the legislative commission approves

the proposed expenditure.

(b) To the extent necessary to meet an increase in expenditures

required by a state or federal law or regulation enacted or adopted

after July 1, 1981, if the director of the department of taxation

approves the proposed expenditure. The director may condition his

approval or limit it to any period of time as he deems appropriate.

Any decision of the director made under this paragraph is final.

(c) To the extent necessary to provide a new or expanded program
of service if:

(1} The program of service is to be supported entirely by ad
valorem taxes which do not exceed the statutory limit on ad valorem
taxes; and

(2) The governing body proposes the program and it is approved
by a majority of the voters voting on the guestion in a general
election or a special election called for that purpose.

[Such an approval may be made effective for not more than 2 years.]
Sec. 3. NRS 354.5983 is hereby amended to read as follows:
354,5983 1. Except as otherwiée provided in this section, for

the purposes of NRS 354.5981, 354.599 and 354.615, ["general fund"

means the aggregate of all funds] "aggregate of funds" means the
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general fund and all special funds, however designated, which are

supported in whole or in part by taxes or license fees, except a
tax on aviation fuel.

2. The term does not include:

(a) An enterprise fund;

(b) An intragovernmental service fund or a trust or agency fund;

(c) A fund set up to account for one or more projects of capital
construction or for revenues from special assessments;

(d) A debt service fund; or

(e} A regional street and highway fund. .

3. The limit imposed by NRS 354.5981 does not apply to expendi-
tures:

(a) Of a fair and recreation board or a hospital, except the
expenditure of revenue from ad valorem taxes or license fees for
gaming;

(b) Of a metropolitan police department;

(c) From money accumulated during several years for a specified
purpose; or

(d) Of money received from the Federal Government.

4., The Nevada tax commission shall determine the status of any
disputed fund by applying generally recoghized principlés of govern-
mental accounting.

5. The director of the department of taxation shall, in cases

where the designations or sources of revenue for the funds of a
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local government are changed, determine the manner of taking the
changes into account for the purposes of NRS 354.5981. If the

source of money for the support of a particular governmental

activity is changed in whole or in part by a local government from

its aggregate of funds to a fund described in subsection 2, the

base from which the permissible expenditure by the local government

from its aggregate of funds in subsequent vears must be calculated

must be decreased to the extent of the change as determined by the

director. If such a change is made by a local government from a

fund described in subsection 2 to its aggregate of funds, the base

may be increased to the extent of the change as determined by the

director. If the proportionate contribution of a local government
to the support of an agency which is jointly supported by two or
more local governments and for which a separate budget is prepared
pursuant to this chapter is changed after the base year, the
director shall appropriately adjust the calculations required by

NRS 354.5981. Any decision of the director made under this sub-

section is final.

Sec. 4. NRS 354.599 is hereby amended to read as follows:

354,599 1. In any year in whiqh the legislature by law increases
or decreases the revenues of a local government, and that increase
or decrease was not included or anticipated in the local government's
final budget as adopted pursuant to NRS 354.598, the governing body

of any such local government may, before July 15 of the budget
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year, file an amended budget with the department of taxation
increasing or decreasing its anticipated revenues and expenditures
from that contained in its final budget to the extent of the actual
increase or decrease of revenues resulting from the legislative
action.

2. In any year in which the legislature enacts a law requiring
an increase or decrease in expenditures of a local government,
which was not anticipated or included in its final budget as
adopted pursuant to NRS 354.598, the governing body of any such
local government may, before July 15 of the budget year, file an
amended budget with the department of taxation providing for an
increase or decrease in expenditures from that contained in its
final budget to the extent of the actual amount made necessary by
the legislative action.

3. The amended budget, as approved by the department of taxa-
tion, is the budget of the local government for the current fiscal
year.

4. The provisions of this section do not increase the permis-
sible exbenditure of a local government from its [general fund.]

aggregate of funds.,

Sec. 5. NRS 354.615 is hereby amended to read as follows:
354,615 1. If resources actually available during a budget
period exceed those estimated, a local government may augment a

budget in the manner provided below:
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(a) If it is desired to augment the appropriations of an appro-
priation fund, the governing body shall, by majority vote of all
members of the governing body, adopt a resolution reciting the
appropriations to be augmented, and the nature of the unbudgeted
resources intended to be used for the augmentation.

(b) Before the adoption of such a resolution, the governing body
shall publiéh notice of its intention to act thereon in a newspaper
of general circulation in the county for at least one publication.
No vote may be taken upon [such a] the resolution until 10 days
after the publication of the notice.

(c) If it is desired to augment the budget of any other fund,
the governing body shall adopt, by majority vote of all members of
the governing body, a resolution providing therefor at a regular
meeting of the body.

2. A budget augmentation becomes effective upon delivery to the
department of taxation of a certified copy of the resolution
providing therefor.

3. A governing body shall not increase the budgeted expenditures

from its [general fund] aggregate of funds beyond the amount permittec

by NRS 354.5981.
Sec. 6. NRS 387.199 is hereby amended to read as foliows:
387.199 1. The amount computed by multiplying the rate levied
pursuant to subsection 1 of NRS 387.195 by the average assessed

valuation of the school district during the first [3] 2 of the [4]
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3 fisc&l years preceding the year for which the tax is levied is
the base amount from which the permissible amount of revenue to be
derived from the tax whose levy is authorized by subsection 1 of
NRS 387.195 must be calculated. The average enrollment in the
school district during the same [3] 2 years is the base enrollment
from which changes in enrollment must be calculated.

2. The board of trustees shall calculate the amount of permis-
sible revenue from the specified tax for a given year as follows:

(a) The base amount is multiplied by the percentage of change in
enrollment in the current year from the base enrollment and this
product is added to or subtracted from the base amount.

(b) The amount calculated under paragraph (a) is multiplied by
80 percent of the average annual percentage of inflation or defla-
tion for the [60] 36 months preceding the month of November pre-
ceding the fiscal year for which the budget is prepared and this
product is added to or subtracted from the amount calculated under
paragraph (a). n

(¢} 1If the amount resulting from the calculations under para-
graphs (a) and (b) represents a net increase over the base amount,
the board of trustees may increaselits recommended levy accordingly.
If the amount represents a net decrease, the board shali decrease
its recommended levy accordingly. If the amount is the same as the

base amount, the recommended levy must not be increased.
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3. The department of taxation shall disapprove any tentative
budget of a school district which does not comply with the limita-
tions of subsections 1 énd 2,

4. On or before December 1 of each year, the state board of
education shall certify the percentage of increase or decrease in
enrollment for each school district. For the purposes of this
section, "enrollment" means the sum of the particular counts of
pupils enrolled in and scheduled to attend programs of instruction
in the public schools described in subparagraphs (1) to (4),

inclusive, of paragraph (a) of subsection 1 of NRS 387.1233,

5. The [Consumer Price Index] Implicit Price Deflator for

State and Local Government Purchases of Goods and Services pub-

lished by the United States Department of [Labor] Commerce must be
used in determining the percentage of inflation or deflation.

Sec. 7. NRS 463.323 is hereby amended to read as follows:

463,323 1., The county license department, or the sheriff if
there is novcounty license department, shall collect all county
license fees, and no license money paid to the sheriff or county
license department may be refunded, whether the slot machine, game
or device for which [such] a license was issued has voluntarily
ceased or its license has been rerked or suspended, or for any
other reason. The sheriff in his county or the county license
department shall demand that all persons required to procure county

licenses in accordance with this chapter take out and pay for the
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licenses, and the sheriff if there is no county license department
is liable on his official bond for all money due for [such] those
licenses remaining uncollected by reason of his negligence.

2. On or before the 5th day of each month the sheriff of a
county which has no county license department shall pay over to the
county treasurer all money received by him for licenses and take
from the county treasurer a receipt therefor, and he shall immed-
iately on the same day return to the county auditor all licenses
not issued or disposed of by him as is provided by law with respect
to other county licenses.

3. In a county which has a county license department, all money
received for county gaming licenses must be paid over to the county
treasurer at the time and in the manner prescribed by county
ordinance,

4. All money received for county gaming licenses under this
chapter must be retained by the county treasurer for credit to the
county general fund, except:

(a) Where the license is collected within the boundaries of any
incorporated city or town, the county shall retain 25 percent of
the money, and the incorporated city or town is entitled to 75
percent of the money, which must bé paid dinto the generél fund of

the incorporated city or town.
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(b} Where the license is collected within the boundaries of any
unincorporated city or town under the control of the board of
county commissioners pursuant to chapter 269 of NRS, the county
shall retain [25] 50 percent of the money, and [75] 25 percent of
the money must be placed in the town government fund for the general

use and benefit of the unincorporated city or town. The county

may also place the remaining 25 percent of the money in the town

government fund or may retain it for the use of the county.
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