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SUMMARY OF RECOMMENDATIONS 
 

LEGISLATIVE COMMITTEE FOR LOCAL GOVERNMENT 
TAXES AND FINANCE 

 
 
 

This summary presents the recommendations approved by the Legislative Committee for 
Local Government Taxes and Finance (NRS 218.5388 to 218.53886, inclusive).  The 
Committee will submit these proposals to the 73rd Session of the Nevada Legislature.  The 
corresponding bill draft request (BDR) number follows each recommendation for legislation. 
 

1. Draft legislation to extend the date on which the Legislative Committee for Local 
Government Taxes and Finance ceases to exist from June 30, 2005 to 
June 30, 2011.  (BDR 17-421) 

 
2. Draft Legislation to amend the Nevada Constitution to provide requirements for the 

enactment of property tax and sales and use tax exemptions.  (BDR C-422) 
 

3. Draft legislation to exclude the mileage of, and the vehicle miles traveled on, roads 
that are not maintained by local governments from the formula for distributing fuel 
tax revenues among the local governments within a county.  (BDR 32-423) 
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REPORT TO THE 73rd SESSION OF THE NEVADA LEGISLATURE 
BY THE LEGISLATIVE COMMITTEE FOR LOCAL  

GOVERNMENT TAXES AND FINANCE 
 
 

I.  INTRODUCTION 
 
The Legislative Committee for Local Government Taxes and Finance is a statutorily 
created committee of the Nevada Legislature that consists of eight members.  The Senate 
Majority Leader and the Speaker of the Assembly each appoint four members from their 
respective houses.  Two of the members from each house must be selected from the 
membership of each of the respective standing committees on government affairs and 
taxation.  The Committee consults with an 11-member Advisory Committee consisting of 
the Executive Director of the Department of Taxation, nine members appointed by groups 
representing local governments and representing various geographical areas of the state of 
Nevada, and one member appointed by the Legislative Commission to represent general 
improvement districts.  A copy of the statutory provisions that create and set forth the 
power and duties of the Committee (NRS 218.5388 to 218.53886, inclusive) is provided in 
Appendix A. 
 
A. COMPOSITION OF THE COMMITTEE 
 
The Senate Majority Leader and the Speaker of the Assembly appointed the following eight 
legislators to the Legislative Committee for the 2003-05 biennium: 
 

Senator Ann O’Connell, Chairwoman 
Assemblyman David R. Parks, Vice Chairman 
Senator Warren B. Hardy II 
Senator Mike McGinness 
Senator Joseph M. Neal, Jr. 
Assemblyman Tom Grady 
Assemblyman Joe Hardy 
Assemblywoman Peggy Pierce 
 

The following persons were appointed to serve as members of the Advisory Committee and 
were serving in those positions at the time of this report: 
 

Guy Hobbs, Advisory Committee Chairman, Managing Partner of Hobbs, 
Ong & Associates  

Marvin Leavitt, Representative of Various Local Governments, Subcommittee 
Chairman 

Michael Alastuey, Committee on Local Government Finance 
Bob Anderson, Director of Fiscal Services, Carson City School District 
Charles Chinnock, Executive Director, Nevada Department of Taxation 
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William Horn, General Manager, Incline Village General Improvement District  
John Sherman, Director of Finance, Washoe County 
Claudette Springmeyer, Comptroller, Douglas County 
Philip F. Stoeckinger, Finance Director, City of North Las Vegas 
Dawn Stout, Finance Director, City of Elko 
Terri Thomas, Director of Finance, City of Sparks 
 

Legislative Counsel Bureau (LCB) staff services for the study were provided by 
Rick Combs, Deputy Fiscal Analyst, Fiscal Analysis Division; Kim Marsh Guinasso, 
Principal Deputy Legislative Counsel, Legal Division; and Becky Lowe, Committee 
Secretary, Fiscal Analysis Division.   
 
B. OVERVIEW OF COMMITTEE PROCEEDINGS 

 
The Legislative Committee conducted four meetings.  Three of the meetings were held in 
Las Vegas with videoconferencing to Carson City and one meeting was conducted in 
Carson City with videoconferencing to Las Vegas.  The Advisory Committee also 
conducted four meetings.  A Subcommittee of the Advisory Committee was also created to 
study the distribution of revenues within redevelopment areas, and that Subcommittee 
conducted one meeting.   
 
During the course of its work, the Legislative Committee considered testimony from 
members of the Advisory Committee, Clark County Assessor, Mark Schofield, and various 
other representatives of local governments, including the Nevada League of Cities and 
Municipalities and the Nevada Association of Counties.  The Committee also heard 
testimony from representatives of the Nevada Taxpayers Association, the Professional 
Firefighters of Nevada, and the Nevada Self-Insureds Association.  The Committee also 
received testimony from representatives of the Nevada Cattlemens Association and the 
Nevada Farm Bureau and many members of the public in regard to the issue of agricultural 
and open-space property tax assessments.  Representatives of the Nevada Department of 
Taxation and the Nevada Department of Transportation (NDOT) provided expert testimony 
to the Committees throughout the biennium. 
 
At its meeting conducted on December 17, 2003, the Legislative Committee considered 
Clark County’s request to review the Nevada Department of Transportation’s estimate of 
the total mileage of improved roads and streets in Clark County.  The estimate is used in 
the distribution of fuel tax revenues pursuant to NRS 365.550.  Clark County claimed that 
the estimate prepared by NDOT did not include approximately 409 centerline miles that 
should have been included in the audit.  Ultimately, representatives of NDOT and 
Clark County agreed that 348.24 centerline miles would be added to the estimate of 
improved roads and streets and the Legislative Committee approved the Advisory 
Committee’s recommendation to accept the agreement in resolution to the request for a 
hearing.  The final resolution was approved at the March 18, 2004 meeting of the 
Legislative Committee. 
 

2



At its meeting conducted on August 19, 2004, the Committee voted to approve three 
requests for bill drafts for consideration by the 2005 Legislature.  The proposed legislation 
includes amending the intracounty fuel tax formula to exclude the mileage of, and vehicle 
miles traveled on, roads that are not maintained by local governments, amending the 
Nevada Constitution to provide requirements for the enactment of property and sales tax 
exemptions, and extending the date on which the Legislative Committee for Local 
Government Taxes and Finance ceases to exist from June 30, 2005 to June 30, 2011. 
 
The information included in this report provides a general overview of the complex issues 
and information considered by the Legislative Committee in formulating its 
recommendations for legislation to be considered by the 2005 Legislature.  For more 
detailed information please review the minutes and exhibits from the Committee’s 
meetings, which are available from the LCB’s Research Library.  The minutes, excluding 
the exhibits and a copy of this report are available electronically on the Legislature’s 
Internet Web site at www.leg.state.nv.us. 
 

II.  RECOMMENDATIONS FOR THE 2005 LEGISLATIVE SESSION 
 
During the course of the Committee’s work during the 2003-05 biennium, the Committee 
approved three requests for bill drafts to be considered by the 2005 Legislature.  A 
description of the recommendations is included in Appendix K.  The issues the Committee 
discussed and the recommendations that resulted from those discussions are detailed 
below. 
 
A. RECOMMENDATION TO REVISE THE INTRACOUNTY FUEL TAX DISTRIBUTION 

FORMULA 
 
The Committee approved the following BDR with respect to the intracounty (2nd tier) fuel tax 
distribution formula: 
 

Draft legislation to exclude the mileage of, and the vehicle miles traveled on, roads 
that are not maintained by local governments from the formula for distributing fuel 
tax revenues among the local governments within a county.  (BDR 32-423) 

 
During the 2001-03 biennium, the Legislative Committee approved a BDR to adjust the 
intercounty fuel tax distribution formula so that the formula is based two-thirds on 
population and one-third on roadway mileage and holds harmless counties that would lose 
revenues under the formula by taking a proportionate share of the gains received by the 
counties that receive additional revenues under the formula and distributing that 
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proportionate share as necessary to ensure that counties do not lose revenues.  The 
2003 Legislature adopted the Committee’s recommendation through the enactment of 
A.B. 516.  Prior to the 2001 Legislative Session, fuel tax revenues had been distributed 
among the various counties pursuant to the following formula: 
 
(1) One-fourth in proportion to total area. 
(2) One-fourth in proportion to population. 
(3) One-fourth in proportion to road mileage and street mileage of nonfederal aid primary 
roads. 
(4) One-fourth in proportion to vehicle miles of travel on nonfederal aid primary roads. 
 
The intracounty fuel distribution formula is currently identical to the formula that was in 
effect prior to 2001 for the intercounty distribution.  Because the intracounty (or 2nd tier) fuel 
distribution formula was not amended through the enactment of A.B. 516 and because 
members of the Advisory Committee believed the intracounty fuel distribution formula 
should also be examined to determine whether a more equitable formula could be adopted, 
the Committee considered various proposals for amending the second-tier formula during 
the 2003-05 biennium.  The general consensus of the Advisory Committee was that the 
current intracounty fuel distribution formula may not provide sufficient funding for local 
governments with large populations (primarily cities), but there was some concern that 
amending the intracounty formula so that it was based two-thirds on population and 
one-third on road mileage may not be fair to counties that have large land areas and 
relatively small populations, especially if most of the county population resides in a city but 
uses the county roads for transportation. 
 
The Advisory Committee was unable to come to an agreement regarding an adjustment to 
the intracounty formula that would place more emphasis on population because any such 
adjustment would most likely result in the need to reduce the emphasis on land area in the 
formula.  Although the members of the Advisory Committee concluded that population and 
vehicle miles traveled were almost identical measurements, the Committee was unable to 
determine how to eliminate land area from the formula without negatively impacting 
counties to the benefit of the cities within those counties.  Although certain representatives 
of cities argued that more emphasis should be placed on population and less emphasis 
should be placed on land area, the representatives of counties argued that land area was 
an important aspect of the intracounty distribution formula.  They argued that although 
there could be large areas of land that did not include roads within a county, the county 
would still bear the additional expenses of maintaining roads that were very distant from 
other roads in the county.  For this reason, county representatives believed that land area 
was an important part of the intracounty distribution formula. 
 
Although the Advisory Committee could not reach a consensus on the manner in which the 
current intracounty formula could be amended, it did recommend to the Legislative 
Committee that only those roads that are maintained by a local government should be 
included in the calculation of road mileage and vehicle miles traveled.  Currently, the 
formula would allow a local government to receive credit for all nonfederal aid primary 
roads in the county.  
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The Advisory Committee determined that using only roads that are maintained by local 
governments to determine road mileage and vehicle miles traveled would result in a loss of 
fuel tax revenue for certain local governments.  The Advisory Committee discovered that in 
most instances, counties would lose money to cities, but the cities of Mesquite and 
Lovelock would also be impacted by a slight reduction in revenues if the local governments 
did not receive credit for roads not maintained by them.  The Committee also determined 
that counties could lose revenues ranging from $3,065 per year in Churchill County to 
approximately $425,000 per year in Clark County.  Based on these impacts, the Legislative 
Committee voted to approve the Advisory Committee’s recommendation to include in the 
BDR a hold harmless provision that would ensure that local governments would not receive 
less from the intracounty fuel tax distribution formula than they received in fiscal 
year 2004-05. 
 
The projections completed by the Nevada Department of Transportation for the Advisory 
Committee with respect to the impacts of the approved BDR and a copy of the provisions of 
NRS 365.550 are included in Appendix B.   
 
B. RECOMMENDATION TO PROVIDE REQUIREMENTS FOR THE ENACTMENT OF 

PROPERTY TAX AND SALES AND USE TAX EXEMPTIONS 
 
The Committee approved the following BDR with respect to requirements for the enactment 
of exemptions: 
 

Draft Legislation to amend the Nevada Constitution to provide requirements for the 
enactment of property tax and sales and use tax exemptions.  (BDR C-422) 

 
During the 1997-1998 interim the Legislative Committee to Study the Distribution Among 
Local Governments of the Revenue from State and Local Taxes, which was the 
predecessor to the Committee for Local Government Taxes and Finance, approved a BDR 
to amend the Constitution of the State of Nevada to provide requirements with which the 
Legislature must comply when enacting exemptions from property taxes or sales taxes.  
The BDR was introduced during the 1999 Legislative Session as Senate Joint 
Resolution 20.  The resolution was approved by both houses of the Legislature during the 
1999 Legislative Session.  A copy of SJR 20 from the 1999 Legislative Session is included 
in Appendix C.  Because the resolution would have amended the Constitution of the State 
of Nevada, the resolution was introduced for a second time during the 2001 Legislature.  
The resolution was not adopted by both houses prior to the end of the 2001 Legislative 
Session, but it was adopted in amended form as SJR 1 of the 17th Special Session.  
Because the resolution was adopted in amended form during the 17th Special Session, the 
resolution had to be approved again by the 2003 Legislature without amendment to 
become effective.  The resolution died in the Senate Committee on Taxation during the 
2003 Legislative Session due to concerns regarding whether it would have any actual 
effects on the enactment of exemptions in the future.  A copy of SJR 1 of the 17th Special 
Session is included in Appendix D. 
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During the discussions surrounding new and increased taxes during the 2003 Legislative 
Session, and the 19th and 20th Special Sessions that followed, many legislators expressed 
concern that the enactment of exemptions over the years had been at least partially to 
blame for the need for new revenue sources for state government.  In response to the 
concerns raised during the 2003 Legislative Session and the special sessions that followed, 
the Advisory Committee worked throughout the 2003-04 interim to develop a workable 
constitutional amendment that would require the Legislature to make certain determinations 
prior to enacting an exemption from property or sales and use taxes.  The Legislative 
Committee approved the Advisory Committee’s recommendation for a BDR to amend the 
Constitution of the State of Nevada to require the Legislature to find that an exemption 
achieves a genuine social or economic purpose and that the benefits of achieving that 
purpose outweigh any adverse effects to the services provided by government that may be 
impacted as a result of enacting the exemption.  Additionally, the BDR includes a 
requirement for the Legislature to find that the exemption will not adversely impair the 
ability of governmental entities to service outstanding bonds and a requirement to establish 
a date on which the exemption would cease to be effective absent future legislative action 
to continue the exemption. 
 
C. RECOMMENDATION REGARDING THE CONTINUATION OF THE LEGISLATIVE 

COMMITTEE BEYOND JUNE 30, 2005 
 
The Committee approved the following BDR with respect to the continuation of the 
Committee beyond June 30, 2005:   
 

Draft legislation to extend the date on which the Legislative Committee for Local 
Government Taxes and Finance ceases to exist from June 30, 2005 to 
June 30, 2011. (BDR 17-421) 
 

When the Legislative Committee was created by the 2001 Legislature through the 
enactment of S.B. 557, the provisions creating the Committee and its duties were set to 
expire by limitation on June 30, 2005.  Members of the Advisory Committee indicated that 
the Legislative and Advisory Committees were an excellent forum in which to deal with 
local government tax and fiscal issues in a manner that was non-confrontational.  The 
members indicated that it was useful to present local government finance issues to the 
Legislature in a non-confrontational manner, rather than having local governments argue 
amongst each other before the Legislature.   
Although members of the Legislative Committee agreed that it was beneficial for the 
Committees to continue, there was some sense that a later expiration date for the 
Committee should be established to ensure that the need for the Committees is 
reevaluated on a regular basis.  For these reasons the Legislative Committee voted to 
approve the Advisory Committee’s recommendation to extend the existence of the 
Committees to June 30, 2011.   
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III.  OTHER ISSUES CONSIDERED BY THE COMMITTEE 
 

In addition to the items discussed above, the Advisory and Legislative Committees spent 
considerable time studying five additional issues relating to local government taxes and 
finances.  The five issues are described below: 
 
A. CLARK COUNTY’S REQUEST TO REVIEW NDOT’S ESTIMATE OF THE TOTAL 

MILEAGE OF IMPROVED ROADS AND STREETS MAINTAINED BY CLARK 
COUNTY FOR FISCAL YEAR 2004-05 

 
On October 14, 2003, officials from Clark County requested the Advisory Committee to 
review NDOT’s estimate of the total mileage of improved roads and streets in Clark County.  
The estimate is used in the distribution of fuel tax revenues pursuant to the provisions of 
NRS 365.550.  Clark County’s request for a hearing, which is included in Appendix E, 
indicated that the NDOT audit did not include approximately 409 centerline miles that 
should have been included in the audit.  The disputed centerline miles consisted of the 
following: 
 

1. Approximately 375 centerline miles of RS 2477 (federal BLM) roads maintained 
by Clark County. 

2. Approximately 4 centerline miles of Las Vegas Boulevard from Sahara Avenue to 
Russell Road that was transferred from NDOT to Clark County. 

3. Roadway segments totaling 4.9 centerline miles on Paradise Road, Flamingo 
Road and Fashion Show Drive. 

4. Several small roadway segments totaling 7.9 centerline miles throughout the 
county. 

5. Approximately 18 centerline miles for portions of roadways jointly maintained by 
Clark County and NDOT. 

 
At the Legislative Committee hearing conducted on December 17, 2003, the Committee 
approved the Advisory Committee’s recommendation to approve a resolution agreed to by 
NDOT and Clark County in response to Clark County’s request for a hearing.  The 
agreement reached by NDOT and Clark County and approved by the Legislative 
Committee was as follows: 
 

1. It was confirmed that certain RS 2477 (BLM) roads were being maintained by 
Clark County.  NDOT and Clark County agreed that NDOT would audit all of the 
RS 2477 roads maintained by Clark County and determine whether the county 
should receive credit for 375 centerline miles for those roads. 

2. Clark County would be given credit for four centerline miles resulting from the 
transfer of Las Vegas Boulevard from Sahara Avenue to Russell Road in fiscal 
year 2005-06. 
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3. Clark County would receive credit for 4.9 centerline miles for segments of 
Paradise Road, Flamingo Road and Fashion Show Drive. 

4. Clark County would receive credit for 5.34 centerline miles of Rainbow Boulevard 
from Blue Diamond to Tropicana but would not receive credit for 2.5 centerline 
miles of small sections of streets that were still in the development stage, were 
closed or were barricaded. 

5. Clark County would not receive credit for the roadways that it maintains jointly 
with NDOT because NRS 365.550 does not specifically provide for the inclusion 
of such roads or streets in the calculation of fuel tax distributions. 

 
At the Legislative Committee meeting conducted on March 18, 2004, NDOT reported that 
the audit of RS 2477 (BLM) roads in Clark County revealed 338 miles were eligible for 
inclusion in the final road mileage estimate.  The Legislative Committee approved 
increasing the road mileage count for Clark County by 348.24 miles, which resulted in a 
final road mileage count of 2,036.24 miles for Clark County for FY 2004-05.  A copy of the 
letter from Steve Jackson, Federal Programs Manager for NDOT, to the Committee 
detailing the final road mileage estimate for Clark County is included in Appendix F.   
 
B. PROPERTY TAXES 
 
During the first part of the 2003-04 interim, the Advisory Committee concentrated its study 
of property taxes on determining whether depreciation should be reduced or eliminated or 
whether tax cap relief should be provided to local governments that have reached or are 
nearing the statutory property tax cap of $3.64 per $100 of assessed value.  Pursuant to 
NRS 361.227 an improvement to real property in Nevada is depreciated at 1.5 percent of 
the cost of the replacement for each year of adjusted actual age of the improvement, up to 
a maximum of 50 years.  Depreciation has been identified by some as a cause for the need 
to increase property tax rates in order to keep pace with growth, because the value of real 
property for property tax purposes is reduced by depreciation. 
 
Although the Advisory Committee began the interim with intentions of possibly 
recommending a BDR with regard to depreciation or providing local governments with 
property tax cap relief, the Advisory Committee determined that such a proposal would 
likely be unsuccessful during the 2005 Legislative Session.  In July of 2004 the focus of the 
Advisory and Legislative Committees turned to an analysis of a proposal submitted by 
Clark County Assessor Mark Schofield to cap taxable values at six percent growth per year 
to address significant increases in property values, especially in Clark and Washoe 
Counties. 
 
At the Advisory Committee meeting conducted on July 29, 2004 and at the Legislative 
Committee meeting conducted on August 19, 2004, Mr. Schofield said that Clark County 
had experienced an extraordinarily high level of appreciation in property values.  
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He believed that for the 2005-06 fiscal year the average increase in property taxes for 
single family homes would be above 20 percent.  He predicted that for some single family 
homes, the increase would be more than 50 percent and that vacant land values would 
increase anywhere between 100 and 200 percent.   
 
Mr. Schofield indicated that his proposal, developed with the assistance of the Nevada 
Taxpayers Association and other individuals, would ensure that, beginning with the 
2005-06 fiscal year, the assessed value of property on the previous year’s assessment roll 
could increase not more than six percent.  The cap would not apply to new construction or 
new land growth that was not on the tax rolls the previous year.  He testified that the 
proposal was a reaction to the concerns many people had expressed about the 
Proposition 13-type proposal suggested by Assemblywoman Sharon Angle.  Mr. Schofield 
was concerned that if the state did not do something about the increases prior to July 2005, 
voters might approve a Proposition 13-style constitutional amendment that would have a 
detrimental impact on local government and school district funding.  Mr. Schofield indicated 
that he believed setting the cap at six percent would not reduce the revenues received by 
local governments and school districts in a detrimental way, while also ensuring that 
taxpayers received relief from the tremendous escalations in assessed values.  A copy of 
Mr. Schofield’s proposal for a six percent cap on taxable values and supporting information 
are included in Appendix G, while a copy of the petition circulated by Assemblywoman 
Angle during the 2003-04 interim to impose a limitation similar to California’s Proposition 13 
is included in Appendix H.   
 
Members of the Advisory Committee expressed concerns with the impact the proposal 
would have on local government and school district revenues.  Specifically, the Committee 
expressed concerns with how redevelopment districts would be impacted given that the 
purpose of the districts was to promote an increase in assessed values and thus property 
tax revenues.  It was agreed to by the Committee and Mr. Schofield that redevelopment 
districts could not be exempted from the cap due to constitutional constraints.  Advisory 
Committee members also expressed concerns regarding the impact the cap would have on 
school district funding given that a school district could not refuse to allow students access 
to the district but could under this proposal have its only discretionary revenue source 
capped.   
  
Members of the Advisory Committee also pointed out that if home valuations stopped 
increasing for a few years, homeowners would eventually pay taxes on the real assessed 
value of the property rather than the capped value.  If there was a significant increase in 
taxable value for a parcel in year one and no increase or only a slight increases in 
subsequent years, the proposal would allow the taxable value of the parcel to increase by 
six percent even in the years when the taxable value did not increase until the home was at 
100 percent of its full taxable value notwithstanding the cap.  The cap would certainly 
provide immediate relief to taxpayers for the for fiscal year 2005-06, but it was unclear 
whether taxpayers would be satisfied that their taxes could increase by six percent in a 
future year even if the value of their parcels increased less than six percent in that year.  
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It was also noted by members of the Advisory Committee that it is possible that some 
properties in a local government jurisdiction may increase in value by well over six percent 
while other properties in that jurisdiction may increase by less than six percent.  If such a 
circumstance were to occur, the properties that were not growing by at least six percent 
would not receive a benefit from the cap.  The cap could also result in an increased tax rate 
in that jurisdiction because the local government would need to generate sufficient 
revenues to provide services.  Although a parcel that did not increase by at least 
six percent would not receive the benefit of the cap it could end up paying a higher tax rate 
because of the cap would reduce the tax payments of other parcels that did increase in 
value by more than six percent.   There was some concern that the proposed cap would 
shift the burden from taxpayers who had experienced an increase in property values to 
landowners who did not experience an increase in property values. 
 
The final concern expressed by members of the Advisory Committee regarded the impacts 
that subdividing property would have on the assessed value of the parcels.  Because the 
value of the property would be re-based upon subdivision, a parcel could be treated 
differently under the six percent cap proposal depending on whether a developer 
subdivided the entire parcel in the same year or if the parcel was subdivided in phases.  It 
is likely that developers would elect to develop in phases to keep the assessments from 
being re-based until the next phase was ready to be sold.   
 
Based on the complaints of homeowners in Clark County and the testimony from members 
of the public, members of the Legislative Committee concluded that something would need 
to be done to reduce the burden on taxpayers.  Although the Advisory Committee had 
determined there were various concerns with the proposal presented by Mr. Schofield, the 
Advisory Committee also determined that there were no easy solutions to the problem.  
Although one might consider adjusting rates to relieve the burden of taxpayers, there are 
components of the property tax rate that are fixed by statute, by voter referendum or to 
service debt.  Because those rates could not be decreased, the pressure would fall on the 
remaining components of the property tax.   In order to fashion the best solution, the 
2005 Legislature would need to clearly understand the cause of the problem and determine 
whether it was a short-term aberration or a long-term systemic problem.   
 
The Legislative Committee determined that it would wait until after the November 2004 
election to decide whether to meet again regarding the issue.  The Committee also 
believed it was possible that Legislative Leadership would direct the Taxation Committees 
to begin meeting prior to the beginning of the 2005 Legislature regarding the issue.  
Members of the Advisory Committee were asked to continue reviewing Mr. Schofield’s 
proposal and to attempt to come up with solutions for any concerns they identified.   
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C. EFFECTS OF THE EXPANSION OF WIRELESS TELECOMMUNICATIONS 
SERVICES ON LOCAL GOVERNMENT REVENUES 

 
The Advisory Committee chose to study the effects of the expansion of wireless 
telecommunications services on local government revenues based on the fact that many 
residents are choosing to use cellular telephones as their main telephone line and are 
eliminating their connections to land-based telephone lines.  Because the franchise fee and 
tax requirements currently in statute are based on the fact that most people use a 
land-based system, a transfer to other telecommunications services by a significant number 
of people could result in a reduction in revenues from franchise fees and taxes on 
telecommunications services.   
 
After its review of the issue, the Advisory Committee determined that, although it is difficult 
to measure the extent to which revenues are declining because the population of Nevada is 
increasing at such a high rate, there is the potential for significant reductions in franchise 
fee and tax revenue if the trend of eliminating land-based phone lines continues.  However, 
because many of the new telecommunications services being provided are regulated by the 
Federal Communications Commission, there is very little at the current time that state or 
local governments can do to address the issue of declining revenues.  The Advisory 
Committee recommended to the Legislative Committee that local governments should 
continue to monitor the situation and request the assistance of the Legislature and federal 
representatives if the situation begins to impact revenues in a significant manner.  A copy 
of the report that was prepared for and accepted by the Legislative Committee is included 
in Appendix I. 
 
D. POSSIBLE CHANGES TO STATUTORY PROVISIONS REGARDING THE 

APPRAISAL AND VALUATION OF AGRICULTURAL AND OPEN-SPACE REAL 
PROPERTY 

  
In an effort to maintain, preserve and conserve agricultural and open-space lands and to 
provide for the enjoyment of the natural resources and scenic beauty of the state of 
Nevada, the Legislature created in 1975 a separate plan for the appraisal and valuation of 
agricultural and open-space lands.  The Legislature also included within the definition of 
“open-space use” a use which would preserve sites designated as historic.  At the time the 
separate plan for the appraisal and valuation of agricultural and open-space lands was 
created, the state of Nevada assessed property taxes based on the full cash or market 
value of the property.  Rather than basing the assessment of agricultural land on its market 
value, the assessment was based on the ability of the land to produce income.  For 
example, if a one-acre parcel of land in an urban area was used as agricultural land, it 
would be valued the same as a one-acre parcel of land put to the same agricultural use in a 
rural area, regardless of the market values of the two parcels. 
 
In 1981 the state discarded its old market value assessment system in favor of a taxable 
value system that includes a combination of the market value of land and the replacement 
cost of improvements to land.  Such a valuation still cannot exceed the market value 
approach and in most cases produces a value that is far less than market value. 
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Mr. H. William Brooks indicated to the Legislative Committee that he was concerned that 
certain assessments in the Town of Genoa were excessively low due to the system of 
valuing agricultural and open-space real property.  He indicated that the system resulted in 
owners of agricultural and open-space property paying much less in property taxes than the 
owners of other land in the Town of Genoa.  At the Legislative Committee meeting 
conducted on May 13, 2004, Mr. Brooks presented to the Committee various 
recommendations to address his concerns with respect to the current system of assessing 
agricultural, open-space and historic real property.  The recommendations set forth by 
Mr. Brooks at the meeting conducted on May 13, 2004 are set forth below: 
 

1. Repeal the provisions of Chapter 361A of NRS in their entirety and treat agricultural 
and open-space lands the same as other lands for the purposes of assessing 
property taxes. 

2. Eliminate historic sites from the definition of open-space and treat historic sites the 
same as other lands for the purposes of assessing property taxes. 

3. For the purpose of determining whether a parcel is eligible for a open-space use 
designation, prohibit the Office of Historic Preservation of the Department of Cultural 
Affairs from designating as historic a building or structure that has been removed 
from its original location and that has no significant historical relationship to the 
parcel of land on which it is currently located. 

4. Clarify that a county or city may not approve an application for open-space use 
assessment filed by an applicant based on the historic nature of the property unless 
the property has been designated as historic by the Office of Historic Preservation of 
the Department of Cultural Affairs. 

5. Require a County Assessor to inspect the property for which an application for 
agricultural use assessments or open-space use assessment has been approved 
not less than once every five years to ensure that the parcel for which the 
agricultural or open-space use assessment was granted has not been converted to a 
higher use.  If after conducting such an inspection, the County Assessor determines 
that a building or structure that has been designated as historic by the Office of 
Historic Preservation has been improved or otherwise altered, require the County 
Assessor to notify the Office of Historic Preservation and request a decision from 
that office regarding whether the historic designation is still warranted. 

6. For agricultural and open-space use assessments, increase from 7 years to 
30 years the period for which the property owner must pay deferred tax as a result of 
converting the land to a higher use. 

7. Provide that if agricultural use assessment land is employed in a business venture 
for profit which produces income from non-agricultural pursuits and the minimum 
gross income from those non-agricultural pursuits exceeds the minimum gross 
income from the agricultural pursuits on that land in any given fiscal year, the land 
has been converted to a higher use.  
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The work session document considered by the Committee is included in Appendix J.  The 
work session document includes additional information regarding each recommendation 
presented by Mr. Brooks. 
 
Various opponents of the recommendations presented by Mr. Brooks testified that the 
recommendations would have an adverse impact on the agricultural industry in Nevada and 
that the recommendations to amend the provisions relating to historical structures were 
unnecessary and would lead to people being unable to afford to keep their historic buildings 
in historic condition.  Based on this testimony, the Legislative Committee voted to concur in 
the recommendation of the Advisory Committee to make no changes to the statutory 
provisions regarding the appraisal and valuation of agricultural and open-space real 
property. 
 
E. STUDY OF THE DISTRIBUTION OF REVENUES WITHIN REDEVELOPMENT 

AREAS 
 
A possible discrepancy in the manner in which property taxes are distributed to 
redevelopment areas was brought to the attention of the Advisory Committee at its meeting 
on July 29, 2004.  When a redevelopment area is formed, the assessed value of the area in 
the year of formation is considered the base assessed value for the area.  In subsequent 
years the increase in assessed value above the base is used to determine the amount of 
property tax revenue allocated to the redevelopment area. 
 
The Advisory Committee was advised that there was disagreement regarding whether the 
increase in assessed value above the base should be determined for the redevelopment 
area on an aggregate basis or on a parcel-by-parcel basis.  If parcels within a 
redevelopment area are decreasing in value, the use of the aggregate method for 
determining the increase of the base would result in a decreased apportionment to the 
redevelopment area.  The use of the parcel-by-parcel method in such a circumstance 
would ensure that the redevelopment agency would receive the benefit of the increased 
value from the parcels in the area that are growing in value without a reduction for the 
parcels that are not growing in value. 
 
The Advisory Committee appointed a Subcommittee to determine whether NRS 279.676 
should be clarified or amended based on the disagreement regarding the legislative intent 
with respect to redevelopment revenues.  The Subcommittee concluded that the statute 
was clear that the assessed value of the redevelopment area above the base should be 
determined for the area as a whole. The Subcommittee also concluded that there was no 
appetite to amend the statute at the current time.  
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IV.  CONCLUSION 

 
Because the Legislative Committee for Local Government Taxes and Finance is a statutory 
committee, it is authorized to meet throughout the year.  It is possible that the Advisory 
Committee will be asked to review certain proposals to amend the property tax system 
before or during the 2005 Legislative Session.  It is likely that if the Committee continues 
after July 1, 2005, it will continue its review of the following issues:  
 

 Indexing motor vehicle fuel taxes to inflation or finding other ways to ensure that fuel 
tax revenues are sufficient to provide for road maintenance needs. 

 Continued monitoring of the consolidated tax distribution formula. 
 The fiscal health of local governments. 
 Methods for mitigating the adverse fiscal effects of development within the 

boundaries of a local government upon surrounding or adjacent local governments. 
 Providing a statutory method similar to the provisions regarding redevelopment to 

encourage the development of improvements within an area that has not been 
previously developed. 
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SUGGESTED LEGISLATION 
 
The following Bill Draft Requests will be available during the 2005 Legislative Session, 
or can be accessed after “Introduction” at the following Web site: 
http://www.leg.state.nv.us/73rd/BDRList/page.cfm?showAll=1. 
 
BDR 17-421 Extends sunset date of the Legislative Committee for Local Government 

Taxes and Finance to June 30, 2011. 
 
BDR C-422 Proposes to amend Nevada Constitution to provide requirements for 

enactment of property and sales tax exemptions. 
 
BDR 32-423 Makes various changes concerning distribution of revenue from tax on 

certain motor vehicle fuel. 
 
 

 

89

http://www.leg.state.nv.us/73rd/BDRList/page.cfm?showAll=1

	Bulletin 05-20 Legislative Committee for Local Government Taxes and Finance
	Table of Contents
	Summary of Recommendations
	Report to the 73rd Session of the Nevada Legislature by the Legislative Committee for Local Government Taxes and Finance
	I. Introduction
	A. Composition of the Committee
	B. Overview of Committee Proceedings

	II. Recommendations for the 2005 Legislative Session
	A. Recommendation to Revise the Intracounty Fuel Tax Distribution Formula
	B. Recommendations to Provide Requirements for the Enactment of Property Tax and Sales and Use Tax Exemptions
	C. Recommendation Regarding the Continuation of the Legislative Committee beyond June 30, 2005

	III. Other Issues Considered by the Committee
	A. Clark County’s Request to Review NDOT’s Estimate of the Total Mileage of Improved Roads and Streets Maintained by Clark County for Fiscal Year 2004-05
	B. Property Taxes
	C. Effects of the Expansion of Wireless Telecommunications Services on Local Government Revenues
	D. Possible Changes to Statutory Provisions Regarding the Appraisal and Valuation of Agricultural and Open-Space Real Property
	E. Study of the Distribution of Revenue within Redevelopment Areas

	VI. Conclusion
	V. Appendices
	Appendix A: NRS 218.5388 to 218.53886, inclusive, Legislative Committee for Local Government Taxes and Finance
	Appendix B: Nevada Department of Transportation gasoline tax distribution projections
	Appendix C: SJR 20 of the 1999 Legislative Session
	Appendix D: SJR 1 of the 17th Special Session
	Appendix E: Clark County’s request for hearing to review NDOT’s estimate of the total mileage of improved roads and streets maintained by Clark County for Fiscal Year 2004-05
	Appendix F: Letter from Steve Jackson, Federal Programs Manager for NDOT detailing the final road mileage estimate for Clark County
	Appendix G: Mark Schofield’s proposal for a six percent cap on taxable property values
	Appendix H: Assemblywoman Angle’s petition to impose a limitation on property taxes
	Appendix I: Report on Effects of the Expansion of Wireless Telecommunications Services on Local Government Revenues
	Appendix J: Work Session document considered by the Committee regarding the Appraisal and Valuation of Agricultural and Open-Space Real Property
	Appendix K: Suggested Legislation






