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REPORT OF NEVADA TAX COMMISSION

The Nevada Tax Commission was oreated by the Twenty-Sixth Ses-
gion of the Legislature, and the Governor, immediately after approving
the measure, appointed Charlese H. Colburno, of Reno, and Emmet D.
Boyle, of Virginia City, to the two Commissionerships. J. F. Shaugh-
nessy, First Associate Commisgioner of the Railroad Commission, was,
by the terms of the Tax Commission Act iteelf, designated as the
Chairman.

The newly created bLoard held its firat meeting in Carson City on
April 3, 1913, and L. F. Adamsor was elected Secretary, HEmmet D,
Bovle resigned August 10, 1914, and was succeeded by F. N. Fletcher, of
Reno.

Nevada, like the majority of the Btates, depends in a large measure
for its revenue on the general property tax. That thirty-eight (38) of
the forty-elght {48) States of the Union have found it necessary to pro-
wvide some form of centralized authority to supervise the work of loeal
Asgessors, is the best proof that the system, without sueh supervision,
has been unsatisfactory.

All of the Western States now maintain Tax Commisgione or State
Boards of Equalization exercising powera similar to those delegated to
the Nevada Tax Commission, and the fact that some such head was
needed in this State has long been apparent,

A State Board of Equalization, consieting of certain of the state officers
acting in an ex officio capacity, was tried out here in the early 908, but
ite action did not meet with popular approval. Later an effort was
made to effect egqualization by wmethods which would usurp in the
elightest degree possible the powers theretofore enjoyed by the separate
county governments, The Statg Board .of Assessors was created by the
Twentieth Session of the Legishture in 1301, It was composed of the
several County Assessors and met annually in Carson City with the State
Board of Revenue to fix valuations on certain preseribed eclasses of
property, the remainder being Teft to the various County Assessora.
Assisted by the Railroad Commission, it made substantial increases in
the asseased valuation of the railroads, and, theoretically, in the nesessed
valuation of live stock,

That eome of the individual Assessors fniled to keep faith with the
board ig clearly enough shown in the fact that, after years of attempted
equalization by this method, no two counties were found to be asseasing
property on the same percentage of actual value. Two connties in 1912
had the bulk of their property assessed for more than 100% of its value,
and one county at an average of not over 20%.

The state assessment being made on the aggregate assesament of all
the counties, the State receives that proportion of the total revenue col-
lected that the state rate bears to the combined state and county rate.
An assessment on a low percentage of actval value in any particolar
eounty therefore results in the evasion by such county of a part of the
gtate expense which it ia legally ealled upon to pay, and the throwing of
this additional burden on those counties which are assessed at or above
the general average of actual value. The county aesessed on a 20%
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basis paid lesa than half, while the counties assessed at full cash value
paid more than twice what they should have paid, respectively, toward
the upkeep of the Btate Government.

Under our Conatitotion the Legislature sets the tax rate for the
ensuing two years at each session. This rate iz based on the known
expenditures authorized by the Legislature and on the estimated aggre-
gate assessment roll of all the counties. While the assessed valuation of
each county was purely a matter of county policy—their own rates being
entirely within their control—the Biate was at the mercy of the Boards
of County Commissioners and Asseesors, If the agegregate roll for the
whole Btate fell short of the eatimates of the Legislature, the State was
unable 1o meet it obligatioos, and, with the counties vving with one
another in the matter of keeping valuations down, the patural result was
e shortage in revenues over a period of years, which finally exhansted
the eonstitutional borrowing power of the Btate in 1912,

The lack of equalization between the counties was no greater than ihe
lack of equalization in individual assesaments,

The taxpavers of the State were indulging in a high earnival of ®indi-
vidual equalization} a large proportion of the livestock interests returning
40% of their property for assessment at half it value, many of the
mines defesting the bullion tax by the maintenance of separate trans-
portation and milling companies which absorbed the profits; much of
the land throughout the Siate being grosaly undervalued for assessment,
and homea in the towna and small property owners being, as a general
thing, assessed very much above the average.

The first act of the Tax Commission, after its organization, was to
vigit the various County Aspessors and to obtain from each a statement
of the manner in which property in his county wae assessed.

Practically every Apsessor admitted that nothing approaching equal-
ization had been obtained in his county, and with few exceptions
reported the assesament on small hotnes higher than the average assess-
ment of the property. A low average valuation seemed to be the rule
in the majority of the counties, 2 system which Nevada can thank for
tax rates which are sufficlently high {o discourage investment on the
part of any stranger whe ie net fully acquainted with the facte in the
case,

The immediate causes leading up to the demand for a correction of
these abuses were:

{1) The unsatisfactory condition of state finances, and
(2) The growing dissatisfaction with the inequality of
asaesamanta.

In 1911 Governor Oddie proposed a Tax Commission bill to the
Twenty-Fifth Session of the Legislature, which failed of passage. This
bill was also submitted by Governcr Oddie to the extraordinary session
of the Legislature which convened in 1812, at which time it again failed
of passage. In February, 1812, the General Fund of the State Treasury
was exhausted, and it became necessary to call a special session of the
Legislature to increase the bonded indebtedness of the State to the full
conatitutional limit, or $300,000.

In 1818 the Governor submilted to the Legislature a statement
worked up from the Controller’a bools showing the receipts and dis-
:Imifaementa of the Btate, strictly in the operating account, which waa as
Ollowa:
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Raowipdu Diabersemontn Deficit
Bl - 432,991,105 51,050, d50. 6 $iis, 560.80
1810 . BdB, 247 87 B8R, 122,24 BS, B804
leal . HGO, TH 1,000, 996, 4% 164, 19655
198, T 060, B, D86 68 B2, 126, 16
1< 1 R -t |1 1 1: - B840, T, D6 $461.768.75

The receipts and diebursements mentioned include all receipis snd
disbursernente into and from the State Treasury, with the exception of
such receipts as accrue from the aale of achool lands, penal fines, eschented
estates, ete., which are required to be invested for educational purposes
in governmoent, state, or county bonds, and euch disbursements as are
required for redemptions. The iuterest only becomes a receipt, in the
proper sense, and ia applicable for educational purposes and none other.

This statement indicates that from the beginning of 1902 to the end
of 1912 the State’s revenues were insufficlent by an average amount
exceeding $120,000 per vear to meet its expenses,

In explanation of thia average defleit, the following extract is taken
from Governor Oddie’'s message to the Twenty-Sixth Session of the
Legislatore of 1913:

The foregoing deficiency, showing in each year since 1908, falls very largely on
the General Fond and for all intents and purposes may be so considered. A
comparison of the net cash balances in the General Fund, after deducting ont-
standing warrants, at the beginning of esach year ahows as follows:

January 1, 1908 .- B4, 082, 30
Jmnusry 1, 1550 - B4l BBE1R
January 1, }911. - 176, 0. 50
Jénaery 1, 1892 om H.B14.18
January 1. 1918.. Sk e b S R ol L IR T8 L. 3

There was S'.!TG.I-JG-]-:?D lesa in the General Fund on Januaary 1, 1911, than on
Jannary 1, 1909, showing that the deficit between the income and expenditares
iar& 1910, nggregating $266,449.04, had been largely met by & draining of this
fund.

Now the cash balance on Janoary 1, 1908, showed & surplus over the amount
necessary Lo cover the expense of the leglalative sesslon and to meet the normal
disbursementa Irom it ool June 80, Following (which may be estimated at
350,000}, approximating $100,000, On the other hand, on Janvary 1, 1911, the
same basig of acecunting ($850,000 required) showse an actual deficit in the Gen-
eral Fund of $175,000; there being, to that extent, insufficient moneys to meet
the expenae of the Legislature and coodoct the government unéil Jone 30, 1911,
‘These differences disclose why the defieite of 1908-1910 did not create & crisis in
our fiscal affaira during those years. .

For some years public interest in matters pertaining to state finances
had been growing, and in the avtumn of 1912 a nomber of prominent
citizens and public officials, including (Governor Oddie, Lientenant-
Governor Roes, S3enators Newlands and Maesey, Railroad Commissioners
Shavghnessy and Simmons, Alex. J. McCone, Charles B. Henderson,
Frank Williame, and others, at various times diseussed informally some
of the more important features of the financial situation in the State.
As an outcome of these discussions, a letter wae written by Senator
Newlands to Mr. F. J. Bhair, president of the Reno Commareial Club,
getting fort-h some salient facts relative to income and e;:penditure and
suggesting that the Commercial Club take the initiative in organizing a
maovement designed to crystallize public zentiment in favor of such wise
legislation as might be needed.

At a meeting of the Commercial Clob held November 14, 1912, a
resolution was passed requesting Governor Oddis, Lieutenant-Governor
Ross, and Senators Newlands and Massey (o act a8 an appointing board
and appoint & committee of citizens to investigate and report on matters
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pertaining to economy end taxation. In response to this request a
ecommitiee of twelve members, consisting of Clay Tallman, of Tonopah;
John Henderson, of Elko; A. R. Merritt, of Fallon; D. 8. Dickerson, of
Carson City; A. J. McCone, of Reno; John G. Taylor, of Lovelock;
Romanzo Adams, of Reno; George Gilleon, of Carson City; Hugh H.
Brown, of Tonopab; Levi Syphus, ol S8aint Thomas; R. M. Price, of
Reno, and August Frohlich, of Renc, was appuinted, and a meeting was
called to be held in the rooms of the Reno Commereial Club December
2 and 4, 1812

The following is an extract from the report of the Citizens’ Economy
and Taxation Committee detailing their firet and second meetings held
in December, 1912:

The Firet Meeting—December 3 and 4, 1912

At this meeting all members were present and three sessions, lasting a day
and A half, were held. Mot of the time was given 1o informal discussion. The
conaensias of opinion appeared to be that practical effort should be in two direc-
tione—one looking to s reduction of atate expenditures where this conld be done
without impairing the service, and the other toward gome modifieation of our
syetem of aesessiment and faxation designed to eecure greater uniformity.

In order to secnre more complete information relative to these matters, pro-
vigion was made for the appointiment of four subeommittees ae follows:

First—A committes of five to investigate and report upon the present lawe as
to taxabtion, with epecial reference to thelr practical working, particularly in
regard 0 the uniformity or lack of wniformity of assesaments, and in regard to
asseasments as compared with actual cash values, and with regard to licenses
and the bullion tax. i

Hecond—A cominitiee of three to make & comparative sindy of the tax systema
of other States, especially of States in which conditions are similar to those of
Nevada, and to consider the geestion of adapting some features of these systems
to the mee of this State; aleo to consider the inheritance tax.

Third—A committee of three to inveatigate and report on the condition of the
state revenues, and the state expenditures in recent years so far aa msy be
NECessary.

Fourth—A gommittes of three to report on the poesibility and feasibility of a
more economical administration of state affairs,

Further provision was wade for an Executive Committee, consieting of the
President, the Beeretary and the Chairmean of sach subcommittes.

A Finance Committee of gixteen members, one from each county, was appointed
and its members were requested to aid the work by secaring funds to pay the
necessary expenses of printing, postage, clericnl assistance, and special investi-
gation,

Janoary 11 wee fized as the date of the next meeting, and the Assessors of
the State were invited to be presant at that time.

The Second Meeting

On January 11 and 13, 1913, the committes as a whole reaspembled, the
following-named members being present:  Clay Tallman, D. 5. Dickerson,
Romanzo Adamsa, John Henderson, A. J. MeCone, R. M. Price, A. R. Merritt,
George illson, and August Frohlich,

A telegram was received from Hugh H. Brown expresging his regrets that he
wag not able to be present and a tetter of similar import was received from Levi
E{;phua. Mr. Brown, as chairman of a subecommittee, had sent his report to
Chairman R. M. Price.

The Appessors of Elke Connty, Humboldt County, Lander Counnty, Washoe
County, Nye County, Lineoln County, and Clark County were present, and they
participsted in the discunsiona.

The time of this meeting was devoted mainly to & presentation and discussion
af the reports of the various suhcommitiees,

In the abeenee of Mr. 8yphue and Mr, Taylor, the report of the first sommittee
was presented as the report agreed npon by the three members present.

An the members of the second committee bad not been able to get together,
each presented a report.
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The third committee referred to the Controller’s reports refative to the recent
tendencies a8 to income and expenditure.

The foorth committes presented a partial report pending the completion of
the work of the special State Auditor.

In the discussion following the reading of these reporta there :};penmd to be
a very general agreement along the malo Unes of the various reports, and formal
reaolutions were passed recommending—

(1} That public expenditures be reduced where this can be done without
sacrificing the efficiency of the pervice;

(2} That a tax commission be created with broad powers along the lines
recommended in the reports; and

{3) That an inheritance tax be enacted along the lines recommended by the
National Tax Association.

In addition to the reports of the regolnr eubeommittees, two other papers
received attention and were ordered printed: {1) A communication from Hon-
orahle L. F, Adamgon, S8tate License and Bullion Tax Agent, and (2) the report
of Honorable J. F. Bhaughnesay, State Eallroad Commi!sinnar, to Governor
Oddie, relative to the Des Mojnes meeting of the National Tax Assoclation to
which be had been appointed aa a delegate. Oredit should be given to Mr.
Adamson for other information of & confidential character relative to the extent
of bullion tax evasions,

Largely as a result of thia report, the present Tax Commission hill
became a law at the sucteeding session of the Legislature, though its
passage was opposed so vigorously by various interesis that the fate of
the bill hung in the balance until the closing days of the session.

An Inheritance Tax law waa also passed a8 a result of this commit-
tee's efforts, reference to which is made later in this report.

The Waye and Meana Committees of both honses had in eontempla-
tion the fixing of the state rate at T8 or 80 cents ghould the measure
fail, but on its passage allowed the tax rates as originally set for 1913
and 1914 to stand at 68 eente for the former and 60 cents for the latter
year—acting on the presumption that the Tax Commission would take
care of the State’s obligations by substantial increases in the assessed
valuation of property in the process of equalization.

BTATE REVENUE AND EXPENEES

Figures which show accurately the cost of the State Government are
not available in the published reporta of the state departments having
to do with fiscal matters. The annual reporte of the State Controller
and Btate Treasurer, while showing in great detail all of the financial
transactions of the State, are not designed to show the annnal operating
cost of the government even approximately, and this being a matier of
vital imporiance to the Tax Commission, it became necessary for the
latter to compile ita own statistics—a vecord showing the receipts and
disbursementa for 1918. This record appears in Tables 1 and 2 follow-
ing in this report.

Subsequent to the compilation of this data by the Commission, the
Special Auditor, Mr. Paul Gaston, a certified public accountant, made a
report to the State Board of Examiners, which substantially agrees with
the tables before mentioned. This report commente unfavorably on the
clerieal methods employed in the Controller’s department, and shows
that the present accounting system ie ohaolete,

The Tax Commission, empowered to supervise the revenue system of
the State, would be derelict in its duty should it fail to eall attention to
the unsuitability of the present system of keeping accounts now employed
by the Btate.

The inability of the Legislative Department for the past several years



