PROPOSED REGULATION OF THE
NEVADA TAX COMMISSION
L CB File No. R011-06

February 22, 2006

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

AUTHORITY': 881-9, 18 and 19, NRS 360.090; 8810, 15 and 16, NRS 360.090, 361.4722,
361.4723 and 361.4724; 811, NRS 360.090, 361.4722 and 361.4723; 812, NRS
360.090 and 361.4723; 813, NRS 360.090 and 361.4724; 814, NRS 360.090 and
361.4722; 817, NRS 360.090 and 361.4725.

A REGULATION relating to the taxation of property; providing for the administration of certain
partial abatements of taxes; and providing other matters properly relating thereto.

Section 1. Chapter 361 of NAC is hereby amended by adding thereto the provisions set
forth as sections 2 to 18, inclusive, of this regulation.

Sec. 2. Asusedin sections 2 to 18, inclusive, of thisregulation, unless the context
otherwise requires, the words and terms defined in sections 3to 9, inclusive, of thisregulation
have the meanings ascribed to them in those sections.

Sec. 3. “Abatement percentage’ hasthe meaning ascribedtoitin NRS 361.4711.

Sec. 4. “County tax receiver” means the county official who collects property taxes.

Sec. 5. “General abatement” means a partial abatement of property taxes pursuant to
NRS 361.4722.

Sec. 6. “Primary residence of the owner” hasthe meaning ascribed to it in NRS
361.4723.

Sec. 7. “Primary residential abatement” means a partial abatement of property taxes

pursuant to NRS 361.4723.
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Sec. 8. “Residential rental abatement” means a partial abatement of property taxes
pursuant to NRS 361.4724.

Sec. 9. “Single-family residence’ hasthe meaning ascribed to it in NRS 361.4723.

Sec. 10. 1. A county assessor shall:

(a) Receive claimsfor primary residential abatements and residential rental abatements
and identify each parcel or other taxable unit of property for which such a claim isreceived,
and

(b) Before delivering the tax roll to the county tax receiver each year, determine whether
each parcel or other taxable unit of property designated on thetax roll is:

(1) Eligiblefor a primary residential abatement;

(2) Eligiblefor aresidential rental abatement;

(3) Eligiblefor a general abatement; or

(4) Ineligiblefor any of those partial abatements of property taxes.

2. A county assessor:

(a) Except asotherwise provided in NRS 361.773, may correct the tax roll not later than
June 30 of each year to indicate that a parcel or other taxable unit of property is eligible for a
primary residential abatement, a residential rental abatement or a general abatement for that
year.

(b) Shall notify the county tax receiver of each claim for a primary residential abatement
for the current year which the county assessor receives after the tax roll has been delivered to
the county tax receiver. The county tax receiver shall process the claim in accordance with
NRS 361.773.

3. The Department shall:
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(a) Determine the appropriate abatement percentage for the application of a general
abatement in each county each year and provide that information to the appropriate county
tax receiver; and

(b) Determine whether each parcel or other taxable unit of property designated on the tax
roll for property of an interstate or intercounty natureis:

(1) Eligiblefor a general abatement; or
(2) Ineligible for a general abatement.

4. A county tax receiver shall calculate and apply the appropriate amount of any:

(&) Primary residential abatement or residential rental abatement to which a parcel or
other taxable unit of property is determined to be eligible; and

(b) General abatement, in accordance with the applicable abatement percentage provided
by the Department pursuant to subsection 3, to which a parcel or other taxable unit of
property is determined to be eligible.

5. If acounty assessor or county tax receiver determinesthat a parcel or other taxable
unit of property has been erroneously designated as eligible for a primary residential
abatement, a residential rental abatement or a general abatement, the county assessor may
appropriately revise that designation and the county tax receiver may transmit an
appropriately revised tax bill to the taxpayer. The county assessor shall inform the taxpayer of
the changein the designation of the property and the reasonsfor the change.

Sec. 11. 1. Aclaimfor aprimary residential abatement must be:

(a) Submitted on a form provided by the county assessor of the county in which the
property islocated; and

(b) Signed by:
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(1) Any owner of record of the property;

(2) Any person of lawful age who is authorized by an executed power of attorney to sign
the claim on behalf of an owner of record of the property;

(3) Thelegal guardian or conservator of an owner of record of the property; or

(4) The executor or administrator of the estate of an owner of record of the property.

2. Theform for claiming a primary residential abatement may require the claimant to
state that:

(&) The claimant isthe owner of the property;

(b) The property isa single-family residence;

(c) The property isthe primary residence of the owner of the property, exclusive of any
other residence in Nevada;

(d) The property is not rented, leased or otherwise made available for exclusive occupancy
by any person other than the owner of the property and members of the family of the owner of
the property;

(e) Theclaimant agreesto notify the county assessor if the property isno longer used as:

(1) A single-family residence; or
(2) Theprimary residence of the owner of the property, exclusive of any other residence
in Nevada; and

(f) Theclaimisaffirmed and certified by the owner of the property under any penalties
provided by law.

3. The county assessor shall:

(a) If the county assessor determinesit to be necessary, verify whether the property is

eligible for a primary residential abatement.
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(b) If the county assessor determinesthat the property isnot eligible for a primary
residential abatement, determine whether the property is eligible for a general abatement.

4. A claimfor a primary residential abatement may be amended to reflect changesin the
ownership or occupation of the property. If such a change occurs:

(a) After July 1 with respect to property on the secured tax roll, the change must not be
indicated on the secured tax roll until the next fiscal year.

(b) After April 30 with respect to property on the unsecured tax roll, the change may be
indicated on the unsecured tax roll or the secured tax roll, as appropriate, for the next fiscal
year.

Sec. 12. 1. Ifthelegal owner of a single-family residenceis not a natural person, the
property is presumed to be ineligible for a primary residential abatement. This presumption
may be rebutted by evidence demonstrating, to the reasonable satisfaction of the county
assessor, that:

(&) Thelegal owner holdstitle to the property solely for the purposes of estate planning or
the protection of assets, or for both of those purposes; and

(b) The property is appropriately characterized as the primary residence of a natural
person who holds a substantial ownership interest in the legal owner of the property.

2. For the purpose of determining the eligibility of property for a primary residential
abatement:

(8) A single-family residence which isthe primary residence of the owner shall be deemed
to include any buildings or other structures that are appurtenant to that residence, including,
without limitation, a detached garage, if the building or other structure:

(1) Isof atypewhich istypically associated with a single-family residence;
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(2) Existsfor the use, enjoyment and benefit of the occupants of the residence;
(3) Isnot usedin furtherance of any business, except for the operation of a home
business as provided in paragraph (a) of subsection 5 of NRS 361.4723; and
(4) Isnot rented, leased or otherwise made available for exclusive occupancy by any
person other than the owner of the residence and members of the family of the owner of the
residence.
(b) If asingle-family residence which isthe primary residence of the owner, including all
appurtenant buildings and other structures described in paragraph (a), islocated on:
(1) Morethan one parcel of property; or
(2) One or more parcels of property otherwise used for agricultural purposes,
= that residence may be treated as a separ ate taxable unit.
3. If ataxable unit of real property contains both:
(&) A single-family residence which isthe primary residence of the owner; and
(b) Other property used for agricultural, commercial or other purposes,
& the county assessor may determine the separate portions of that taxable unit which are
respectively described in paragraphs (a) and (b), and apply to each such portion any
appropriate partial abatement from property taxes.
Sec. 13. 1. A county assessor shall annually mail to the owner of each residential rental
dwelling in the county a written notice of theright to claim a residential rental abatement.
2. Aclaimfor aresidential rental abatement must be:
(a) Filed annually with the county assessor of the county in which the property is located
not later than June 15 of each year; and

(b) Accompanied by an affidavit which states:
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(1) That the amount of rent collected from each of the tenants of the property is equal to
or lessthan the applicable fair market rent published by the United States Department of
Housing and Urban Development. For the purpose of determining the applicable fair market
rent, a studio apartment must be considered to be a single room.

(2) The greatest amount of rent charged a tenant of the property for the period from
April 1 of the year immediately preceding the lien date for the current year until March 31 of
the current year.

3. The Department shall annually notify each county assessor of:

(&) The amounts of the applicable fair market rentsfor the current year, as published for
March 31 of that year by the Department of Housing and Urban Development, excluding the
amounts of utility allowances.

(b) The amounts of applicable utility allowances, based upon the information reported by
the appropriate Nevada regional housing authority to the Department of Housing and Urban
Development.

4. For the purpose of determining the eligibility of property for aresidential rental
abatement, the county assessor shall compare:

(a) The greatest amount of rent charged a tenant of the property for the period from April
1 of the year immediately preceding the lien date for the current year until March 31 of the
current year, excluding any amount paid for utilities;, and

(b) The amount of the applicable fair market rent for the current year, as provided by the
Department pursuant to subsection 3, excluding the amount of the applicable utility
allowance. For the purposes of this section, the county assessor shall use as the applicable

utility allowance:
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(1) Thetypical utility allowance for the pertinent category of property, as provided by
the Department pursuant to subsection 3; or

(2) A utility allowance calculated by the county assessor for the specific property from
the information reported by the appropriate Nevada regional housing authority to the
Department of Housing and Urban Devel opment.

5. Aresidential rental dwellingisnot eligible for a residential rental abatement if the rent
received for any rental unit of the property for the period from April 1 of the year immediately
preceding the lien date for the current year until March 31 of the current year, excluding any
amount included in the rent for the payment of utilities, exceeds the amount of the applicable
fair market rent for the current year, excluding the amount of the applicable utility allowance.

6. Theowner of any property for which a claim for a residential rental abatement isfiled:

(a) Hastheburden of proving that the property is not transient lodging; and

(b) Must:

(1) Provide to the county assessor such information as the county assessor requiresto
determine the eligibility of the property for a residential rental abatement and to ascertain the
continuing eligibility of the property for a residential rental abatement; and

(2) Maintain accurate records in support of that information and allow the county
assessor to audit those records at any time.

7. For the purposes of this section and NRS 361.4724, the Commission interpretsthe
term:

(8) “Residential rental dwelling” to mean a residential dwelling:

(1) For which consideration ispaid for itstemporary use and occupancy; or
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(2) Which isoccupied by a member of the family of the owner of the dwelling for no
consideration.

(b) “Transient lodging” to:

(1) Mean, except as otherwise provided in subparagraph (2), any facility or structure, or
any portion thereof, which isoccupied or intended or designed for occupancy and which is
held out for use by transient guests who pay rent for the temporary privilege of dwelling,
lodging or sleeping therein. For the purposes of this subparagraph, “facility or structure”
includes any hotel, resort hotel, motel, bed and breakfast, lodging house, time-share project,
vacation home, apartment house, recreational vehicle park or campground, and any similar
facility or structure.

(2) Excludeany:

(I) Hospital, sanitarium, medical clinic, convalescent home, nursing home, home for
aged persons, foster home or similar facility operated for the care or treatment of human
beings,

(1) Asylum, jail, prison, orphanage or other facility in which human beings are
detained and housed under legal restraint;

(I''1) Housing owned or controlled by an educational institution and used exclusively
to house students, faculty or other employees of the institution; or

(1V) Single-family residence if thetransient use of the residence is minimal and
incidental to the use and occupancy of the residence by the permanent or principal owner

thereof.
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Sec. 14. 1. For the purposes of NRS 361.4722, the value of any centrally assessed
property which is allocated and apportioned to a taxing district shall be deemed to constitute a
taxable unit of real or personal property in that taxing district.

2. Property of an interstate or intercounty company valued pursuant to NRS 361.320
which isnot eligible for a general abatement for the current year includes, without limitation:

(a) That portion of the unit valuation of such property for which there was no allocation or
apportionment within Nevada for the immediately preceding year;

(b) New property placed on the unsecured tax roll and classified as construction work in
progress, and

(c) That portion of the unit valuation of such property for which thereisan increasein the
cost indicator of value from the immediately preceding year, unlessit has already been
reported to the Department as construction work in progress and the taxpayer certifies that the
pertinent capital expenditureswill be reported as part of construction work in progress before
being transferred to the accounting records of the company for plant in service.

3. For the purposes of this section, “ construction work in progress’ hasthe meaning
ascribed to it in NAC 361.258.

Sec. 15. For the purpose of calculating the amount of any general abatement, primary
residential abatement or residential rental abatement for the current year, the amount of the
tax levy that would have resulted for the immediately preceding year without the application of
any other tax abatements or exemptions must be compared to the tax levy that would result for
the current year without the application of any other tax abatements or exemptions.

Sec. 16. For the purposes of NRS 361.4722, 361.4723 and 361.4724:
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1. If any property isfound pursuant to NRS 361.325, 361.767 or 361.769 to have partially
or entirely escaped taxation for a fiscal year:

(&) The property shall be deemed to be property for which no assessed valuation was
separately established for the fiscal year immediately preceding that fiscal year; and

(b) Any general abatement, primary residential abatement or residential rental abatement
for which the property is eligible for each fiscal year following the fiscal year for which the
property escaped taxation must be calculated asif the property had been on the tax roll for the
fiscal year for which the property escaped taxation.

2. If thevaluation of any property is adjusted pursuant to NRS 361.765 or 361.768 to
correct a clerical, typographical, mathematical or factual error, any general abatement,
primary residential abatement or residential rental abatement for which the property is eligible
for each fiscal year following the fiscal year for which that correction of the valuation of the
property is made must be calculated and, if necessary, adjusted in conformity with the correct
valuation of the property.

Sec. 17. For the purpose of carrying out the provisions of NRS 361.4725 for each fiscal
year beginning on or after July 1, 2005:

1. Adecreasein thetaxable value of a parcel or other taxable unit of property may occur
asa result of, without limitation, obsolescence or a change in the allocation ratio of centrally
assessed property to the State of Nevada.

2. A county tax receiver shall calculate the taxable value of a parcel or other taxable unit
of property as of:

(a) July 1 of the second year immediately preceding the lien date for the current year;

(b) July 1 of the year immediately preceding the lien date for the current year; and
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(c) Thelien datefor the current year.

3. A county tax receiver shall apply the provisions of NRS 361.4725 to a parcel or other
taxable unit of property only if:

(&) The amount determined for the property pursuant to paragraph (b) of subsection 2 isat
least 15 percent less than the amount determined for the property pursuant to paragraph (a) of
subsection 2; and

(b) The amount determined for the property pursuant to paragraph (c) of subsection 2 isat
least 15 percent greater than the amount determined for the property pursuant to paragraph
(b) of subsection 2.

4. |f, pursuant to subsection 3, a county tax receiver isrequired to apply the provisions of
NRS 361.4725 to a parcel or other taxable unit of property, the county tax receiver shall
calculate:

(&) The product of:

(1) The combined ad valorem tax rate for the current fiscal year which appliesto the
area in which the property islocated; and
(2) Thedifference between:
(I) The assessed value of the property on July 1 of the year immediately preceding
thelien date for the current year; and
(I1) The assessed value of the property on July 1 of the second year immediately
preceding the lien date for the current year or on the lien date for the current year, whichever
amount isless;

(b) The product of:
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(1) A factor determined by dividing the amount of the ad valorem tax liability of the
property for the current fiscal year, after applying any applicable general abatement, primary
residential abatement or residential rental abatement, by the assessed value of the property on
thelien date for the current year; and

(2) The difference between:

(I) The assessed value of the property on July 1 of the year immediately preceding
thelien date for the current year; and

(1) The assessed value of the property on July 1 of the second year immediately
preceding the lien date for the current year or on thelien date for the current year, whichever
amount isless; and

(c) Theamount remaining after subtracting the amount determined pursuant to paragraph
(b) from the amount deter mined pursuant to paragraph (a).

5. If, pursuant to subsection 3, a county tax receiver isrequired to apply the provisions of
NRS 361.4725 to a parcel or other taxable unit of property, the county tax receiver shall levy
on the property for the current fiscal year and each of the succeeding 2 fiscal years, in
addition to the amount of ad valorem taxes determined after applying any applicable general
abatement, primary residential abatement or residential rental abatement, one-third of the
amount determined pursuant to paragraph (c) of subsection 4.

6. If thevaluation of any property is adjusted pursuant to NRS 361.765 or 361.768 to
correct a clerical, typographical, mathematical or factual error, each calculation required
pursuant to this section must be adjusted as necessary in conformity with the correct valuation
of the property.

Sec. 18. A county tax receiver shall, not later than:
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1. September 1 of each year, submit to the Department and each taxing entity a summary
report of the total amount of property taxes billed on behalf of each taxing entity for the
current tax year for property on the secured tax roll. Thereport must separately state for each
taxing entity:

(&) Thetotal number of parcelsor other taxable units of property for which the property
taxes were billed;

(b) Thetotal assessed value of the property for which the property taxes were billed;

(c) Thetotal amount of the property taxes that would have been billed if not for the
application of any general abatement, primary residential abatement or residential rental
abatement;

(d) Thetotal amount of any reduction in billable property taxes as a result of the
application of any general abatement, primary residential abatement or residential rental
abatement;

(e) Thetotal amount of any reduction in billable property taxes as a result of the
application of any exemptions from taxation other than a general abatement, a primary
residential abatement or aresidential rental abatement;

(f) Thetotal amount of any taxes billed pursuant to NRS 361.4725;

(g) Thetotal amount of any taxes exempted from each partial abatement from taxation
provided pursuant to NRS 361.4722, 361.4723 and 361.4724; and

(h) Thetotal amount of property taxes actually billed.

2. Junel of each year, submit to the Department and each taxing entity a summary

report of the total amount of property taxes billed on behalf of each taxing entity for the
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current tax year for property on the unsecured tax roll. The report must separately state for
each taxing entity:

(8) Thetotal assessed value of the property for which the property taxes were billed;

(b) Thetotal amount of the property taxes that would have been billed if not for the
application of any general abatement, primary residential abatement or residential rental
abatement;

(c) Thetotal amount of any reduction in billable property taxes as a result of the
application of any general abatement, primary residential abatement or residential rental
abatement;

(d) Thetotal amount of any reduction in billable property taxes as a result of the
application of any exemptions from taxation other than a general abatement, a primary
residential abatement or aresidential rental abatement;

(e) Thetotal amount of any taxes billed pursuant to NRS 361.4725;

(f) Thetotal amount of any taxes exempted from each partial abatement from taxation
provided pursuant to NRS 361.4722, 361.4723 and 361.4724; and

(g) Thetotal amount of property taxes actually billed.

Sec. 19. NAC 361.010is hereby amended to read as follows:

361.010 Asused in NAC 361.010 to 361.610, inclusive, and sections 2 to 18, inclusive, of
thisregulation, unless the context otherwise requires, the words and terms defined in NAC

361.012 to 361.018, inclusive, have the meanings ascribed to them in those sections.
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