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THURSDAY, OCTOBER 9, 2014, 8:11 A M
---000---

CHAI RVAN WREN:  Good norning. This is the tine
and place for the State Board of Equalization. | am Tony
Wen. |I'mthe chairman. Menbers present this norning from
left to right is Keith Harper, Ben Johnson, Aileen Martin.

Dennis Meservy will be joining us a little bit late this

nor ni ng, however, we do have a quorum So we will continue
to do business or start to do business, | guess. Counsel
this nmorning is Dawn Buoncristiani. Good norning, Dawn.

V5. BUONCRI STI ANl :  Good nor ni ng.

CHAI RVAN WREN:  Good norni ng, Menbers. Good
norning, Terry. If you would identify yourself and your
menbers, please.

M5. RUBALD: Good norning, M. Chairman. |'m
Terry Rubald. [I'mthe deputy executive director for the
Department of Taxation. And with ne today are Anita Moore
who is your state board coordinator, and Carrie G ansbury.

CHAl RVAN WREN:  Okay. Very good. Entering the
roomis Dennis Meservy, so we have a full quorum We'Il give
Denni s just a second.

| apol ogize for starting late. |[|'ve been
wat ching that clock up there to nmy left and apparently it's
wrong conpared to this one to ny right. The right is right.

The wong is -- left is wong.
CAPI TOL REPORTERS (775) 882-5322
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We're being tel ecommuni cated. W're on TV with
everybody this nmorning. So Terry, if you want to tell us --
Did you already tell us who was here?

M5. RUBALD: Yes, | already nmentioned who the
staff was. And yes, we have vi deo-conferencing capabilities
to Las Vegas today.

CHAI RVAN WREN:  Apparently | wasn't paying
attention. | apol ogi ze.

So who's out there in Never Never Land? Nobody
because nobody is on the TV.

M5. RUBALD: We may have sone Cl ark County
representatives in Las Vegas.

CHAl RMVAN WREN: Here we go.

M5. GOODMAN:  This is Lori Goodman with C ark
County Assessor's Ofice.

CHAI RVAN WREN: Good norning. Are you the only
one there?

M5. GOCDMAN:  Good nmorning. No. Deb Cox and a
coupl e other appraisers fromour office are here.

CHAI RVAN WREN: Ckay. Very good.

M5. GOODMAN:  And Jennifer Gainer from Lione
Sawyer .

CHAI RMAN WREN: Ckay. Good norning, everybody.
The way we're going to do this this nmorning |ike we typically

do, as we call each case we will give the petitioner 15
CAPI TOL REPORTERS (775) 882-5322




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

mnutes to put on their case. W'I| give the respondent 15

mnutes to answer. W have reviewed all of your cases. |If
you don't need that full 15 mnutes, don't feel |ike you have
to take it. W'IlIl give the petitioner the last five mnutes

to answer the respondent. W w | ask gquestions as we go
through and try to click right along.

Dawn, would you |li ke to swear everybody in.

M5. BUONCRISTIANI: If you intend to testify,
pl ease stand and rai se your right hand.

(Wtnesses were sworn in)

CHAI RVAN WREN: Very good. Do we have any public
comment first thing this norning? Seeing none, we wll
proceed.

Terry, would you like to call the first case.

M5. RUBALD: M. Chairman, the first case is
14-139. It's Nevada Land, LLC. It's commercial property.
The Washoe County assessor is the respondent. You may recall
that this case was first scheduled in May and we basically
ran out of tine at the end of the day to hear the conplete
case so we reschedul ed so we could give the taxpayer the
benefit of a full attention.

CHAI RVAN WREN: Ckay. Very good. \Wen you're
ready, if you' d identify yourselves and I'I|l have the
property identified.

MEMBER MESERVY: | think | just need to disclose
CAPI TOL REPORTERS (775) 882-5322
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that 1've been on a conmttee years ago with M. Bosma, but |
don't believe that that would create any conflict. | just
wanted to di scl ose that.

CHAI RVAN WREN:  No obj ections fromeither side?

MEMBER JOHNSON: And |I'd also |like to disclose
that there's reference made to an appraisal that was prepared
a few years ago of the Aces baseball stadium Qur firm was
the one who did it. | wasn't the one who did it within the
firm 1've never seen a full copy of it. And | have no
recollection of what's in there now, but |I did want to put
that on the record.

CHAI RVAN WREN:  Any obj ections?

MS. BURKE: No.

CHAI RVAN WREN: I dentify yourselves first,
pl ease.

M5. BURKE: Cori Burke with the Washoe County
Assessor's O fice.

MR BOSMA: M chael Bosma and Travis Newman from
Bosma G oup CPA.

CHAI RVAN WREN: Ckay. Thank you. And for the
people in the audience, if you haven't been here before, when
you cone forward, identify yourselves, typically spell your
nane, please. W're having this reported verbati mand she
can only type one person talking at atine. So try to talk

one person at atinme. W'Ill try to make sure everybody gets
CAPI TOL REPORTERS (775) 882-5322
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to say what they need to say.

Identify the property, please.

M5. BURKE: The subject property is Parcel Nunmber
11-450-22. It's the Aces Baseball Stadiumin downtown Reno.

CHAI RVAN WREN: Ckay. And we have new evi dence.
Let's take care of that first. Dawn, could | have the

standard of |law for new evidence. Wit a mnute. Let ne --

Do we have new evidence? |'mon the wong one. Just a
second.

M5. RUBALD: | don't believe we do.

CHAI RVAN WREN: Sorry. | was on the wong one.

| apol ogi ze. (Ckay. Go ahead and present your case then.

MR BOSMA:  Thank you, M. Chairman, fellow board
menbers. Again, ny nane is Mke Bosma, B-o0-s-ma, from Bosma
Goup CPA. W submtted a brief that is in your packet
| ocated at SB-267. |1'mnot going to reread that. |'mjust
going to hit some of the highlights. And that is that we
bel i eve the County Board of Equalization failed to address
our request for an external obsolescence in this matter
stating that they were confortable with the cost approach and
refused to consider any analysis of the income-producing
potential of the property.

NRS 361. 227 states that any person determ ning
t he taxabl e value of real property shall appraise the ful

cash value of, and I quote, any inprovenents made on the | and
CAPI TOL REPORTERS (775) 882-5322
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by subtracting the cost of replacing any inprovenents, all
appl i cabl e depreci ati on and obsol escence, unquot e.

And then kind of continuing on and then if they
determne that the full taxable value --

(The court reporter interrupts)

MR. BOSMA: A person determ ni ng whet her taxable
val ue seeks full cash val ue whet her obsol escence is a factor
I n your packet we put nunerous exhibits that really talk
about the declining overall values in downtown Reno and in
addition to the decrease or what the stabilized cash flowis
on the property.

And then lastly, in the appraisal of real estate,
14th edition, clearly states that external obsol escence and
entrepreneurial incentive are concerned even for the cost
approach of val uati on.

As you know, the downtown corridor was devast at ed
in the 2008 recession and really what happened was a | ack of
devel opnment in the area that foll owed.

If you could refer to SB-25 in the case file, it
has our evidence that shows that there was a 65 percent
decrease in taxabl e values for downtown special purpose
properties since the 2008-2009 roll year. And during the
sane tinme, the value of the stadium has increased 6. 86
percent. Baseball attendance has decreased annually, down a

total of 21 percent since inception. The ballpark and the
CAPI TOL REPORTERS (775) 882-5322
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surroundi ng redevel opment area were supposed to revitalize

t he downtown and increase property values. And as originally
envi sioned, this property was supposed to be a 365-day use
facility really 24 hours a day.

None of the planned redevel opnent has occurred
and the declining dowmntown val ue show that the area has
gotten worse since the opening of the stadium The existence
of external obsol escence is apparent in both news coverage of
the stadiumor a quick visit to the area. M office is less
than two bl ocks away fromthere. |I'mvery famliar with it.

In addition to the fatal shooting that happened
on the property itself, crime, drug use and a substanti al
honel ess popul ati on hundreds of feet within the front gate
refers to sone of the pictures on SB-26 through 30.

Just to highlight sonme of the City Center
nei ghbor hood netrics. Real estate vacancy of 30.6 percent,
whi ch is higher than 94 percent of all of Reno. Residents
have per capita incones |ower than 95.8 of all nei ghborhoods.
79.9 percent of children in the area |ive bel ow the poverty
l'i ne.

If the other values of other downtown specia
properties have declined drastically in years since 2010-11,
when they -- the last tinme this board heard this case, the
Aces stadiumwas no different. There appears to be

unequal i zati on as to downtown casi nos being reduced based on
CAPI TOL REPORTERS (775) 882-5322
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the incone-producing ability, while the sane anal ysis has not
been all owed for the Aces stadium

To determ ne external obsol escence determned to
be applied to the replacenment cost of this property, the
owners believe that an analysis of incone is required. You
can refer to SB-22. That shows that '12 and '13 stabilized
EBI TDA. In 2012 --

(The court reporter interrupts)

MR. BOSMA:  986,000. And in 2013 a
mllion-thirty-three-thousand. 2013 is inportant. That's
the year that they won the chanpionship for AAA. And so even
in that year, which is the best year a AAA team coul d have,
stabilized EBI TDA was a m|lion bucks. '14 was down from
t hat back to about 900 grand.

Then operating inconme is not enough to pay for
cost of inprovenents, |let alone service the debt on the
stadium Provided in your evidence packet are the 2012-2011
audi ted financial statenents, which is at SBE-181, and the
2013 interimfinancial statements, which is SBE-168.

And the last tinme this case was heard, this
board, Comm ttee Menber Johnson referred to an appraisal that
was done. The transcript of this hearing there was a request
for the financial statements and the request was if we had
financials we would really be able to better understand this

property. The taxpayer in this case has provided those
CAPI TOL REPORTERS (775) 882-5322
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financials and we believe they should be | ooked at and
considered. And the owners believe that it is a direct
correlation to what the value is on this property.

This appraisal of real estate states the
foll ow ng paragraph regarding the incone approach, that they
shoul d apply all approaches that are applicable for which
there was data and the principal of substitution is
fundanmental to all three approaches of value and why we pay
no nore than the property cost of buying on property of equa
utility there are a property with little or no utility wll
not be created and the value of the property would be | ow.

There's no statutory reason to |limt the
val uation of this property to the cost approach and we think
an income approach is the right indicator. And the owners
believe stringently that based on what they see is the
potential fromthis property that's going down every year
that the incone approach is the right approach

Furthernore, the settlenment of instructions is in
your packet at SBE-31 transfers ownership of the stadiumfrom
t he redevel opnent agency to the Cty of Reno and transfers
the ownership and limts the use by the Aces to this property
to 50 percent of the year. The other 50 percent of the year,
the City of Reno has the ability to use and operate the
stadium |1'd like to reserve the rest of ny tinme for further

comment s.
CAPI TOL REPORTERS (775) 882-5322
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CHAI RMVAN WREN:  |Is this settlenent and
restructuring agreenent, is that a consummated contract?

MR BOSMA: It is not signed. Wat we were
trying to do --

CHAl RVAN WREN:  That woul d be a no then?

MR BOSMA:  That woul d be a no.

CHAI RMVAN WREN:  Ckay.

MR BOSMA: But if | may, the concern is that the
Aces are giving the stadiumto the City of Reno and the
agreenent was or has always been that at |east half of the
val ue of the stadiumwould then be exenpt fromtaxation. And
we' ve been trying to get a neeting together with all of the
parties to say if they sign this agreenent, you know, would
t hat happen. They don't want to give the stadi umaway and
not get the tax relief that they seek.

CHAI RVAN WREN: So it's kind of in fact exenpt
anyway? They have never paid taxes, have they?

MR. BOSMA: Not the matter before ne right now
They're currently in discussions or | guess negotiations to
settle the prior taxes. Wen this original deal was inked,
and there's the chronology is in your package, when this
original deal was inked, the idea was the special assessnent
district would get the increase in property taxes. That
woul d relieve dollar for dollar the anbunt of tax on this

stadium So the intention was always that this would be a
CAPI TOL REPORTERS (775) 882-5322
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tax exenpt stadium The operation of the math on that
because the downt own assessnent district or the special

i mprovenent district has been decimated, there's no relief on
the tax. So that is the bone of contention. The owners
believe that there was a bait and switch. They prom se one
thing and then the Cty of Reno didn't deliver.

CHAI RVAN WREN:  Any ot her questions? Keith.

MEMBER HARPER: And it's just because |'mnot all
that famliar with it. |Is the city using it at all this
ot her 50 percent, the other events besides the Reno Aces?

MR. BOSMA: They are. Even though the contract
IS not executed, they're operating under that and now t he
City of Reno is using it and doing events there.

MEMBER JOHNSON: G ve us sone idea throughout the
year of when the Aces are using it versus when the City of
Reno can use it. And what I'mcurious of is it's clearly an
out door stadium and how is that used during the w nter
nont hs? How nuch use does it get during that tinme period?

MR BOSMA:  Well, up until this year it didn't
get any use because the Aces had the right to use it a
hundred percent of the tinme. The AAA season just concl uded
at the end of August and so nowthe City of Reno is using it
for special events. There's also, | guess, there's other
parts of this venue. For exanple, in the winter, yeah,

you're not going to be out there 6:00 o' clock in the norning,
CAPI TOL REPORTERS (775) 882-5322
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it's alittle chilly in Reno at 6:00 o' clock in the norning
in the mddle of winter. But there are other uses that they
can use it for, the seating and the venue, you know, during
the day. | think that's the intention. They want to use
this nore often. It helps the food and beverage part of it.
That's also ancillary to this district. They want nore
attraction down there. That's why they made that deci sion
WIIl it be used every day? | don't know. But it's
definitely available to be used every day.

CHAI RVAN WREN: Ckay. Let's go to the county.

M5. BURKE: Cori Burke for the Washoe County
Assessor's O fice, B-u-r-k-e. In response to the
restructuring agreenment, if you'll refer to page 33 of your
file. \While the stadium does have the stadiumfor six nonths
of the year for baseball season, if you |ook at the |ast
sentence on page 33, lessor shall also enter into a
managenment contract with a devel oper for the stadi um covering
the six nonths of each year not subject to the stadium]lease
pursuant to which the devel oper will manage and operate the
stadium pay all expenses related to and receive all revenue
therefromfor one dollar.

So we believe the devel oper still has the use of
the stadiumfor the entire year. They are -- They have sone
special events there right now. They did Blues and Brews in

the sumrer. They did Slaughter House 2014 that they're doing
CAPI TOL REPORTERS (775) 882-5322
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this whole nonth. And then the downtown ice rink will be
Novenber through | think the nonth of January or February.
W believe those are Aces events. They're advertised on Aces
website, not the City of Reno website. So we believe they
are doing sone off-season events nowin the contract. It's
still not signed, which we didn't realize it wasn't signed.
But that would give themthe right to get revenue fromthose
of f - season events.

CHAI RVAN WREN:  They have that right already?

M5. BURKE: Yes, they do.

CHAI RMAN WREN: Al right.

M5. BURKE: And we believe they continue to have
that right for this year.

W' ve used the cost approach. W believe this is
a special use property. | did a lot of research after
neeting with M. Bosma and we tal ked a | ot about the incone
approach. And the appraisal nethodology | can find, this
property should be costed using replacenment or reproduction
costs.

He brings up downtown properties. Those are
casi nos which are sold on an incone basis. Baseball stadiuns
or not sold on an incone basis.

| put a presentation on your packets on pages 224
t hrough 231 where Tim WAl mouth, MAI, did a presentation on

how to val ue stadiuns. And he concl udes that the cost
CAPI TOL REPORTERS (775) 882-5322
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approach is the nost appropriate nethod.

To address sone of the other issues on the
petitioner's brief, on page 267, the brief clains factors
contributing to the loss and value include crinme in the
imedi ate vicinity of the ballpark. Pictures of honel ess
peopl e and al |l eged drug use were submtted but no statistics
wer e present ed.

In response to the clainms made, | received crine
statistics from Steve Bigham a certified crinme analyst from
Reno Police Departnent. The areas requested were beats 53
and 54, which includes both sides of the river between
Virginia Street and Wells Avenue. A conparison was done
bet ween 2008, which is the year just before the stadium
opened, and 2013, which was the |ast year of the carefully
conpil ed statistics.

In 2008, Reno PD responded 3,356 tinmes in the
specified area. There were eight percent fewer calls in 2013
for a total of 3,076. Projections based on the first quarter
of 2014 indicate nunbers simlar to 2013. Al cohol-rel ated
crimes decreased by 29 percent during the two years.
Aggravat ed assaults decreased by 14 percent. There was no
change in the nunber of conmercial or residential burglaries.
But vehicle burglaries decreased by 38 percent. While there
was an increase in drug possession charges, there was a

decrease in drug sales crines and DU dropped by hal f.
CAPI TOL REPORTERS (775) 882-5322
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Additionally, trespassing crines were down by 15 percent and
robberi es were down by nearly 30 percent.

In response to them saying that further externa
obsol escence is found in the | ack of devel opnent in the area,
recent devel opnent in downtown Reno was exam ned. \Wat our
of fice found was that Whitney Peak Hotel opened May 17th
along with a new restaurant and |ive nusic venue. The
Virginian was purchased in Decenber 2013 with plans to turn
t he casino and residences to retail uses on the bottomfl oor.
The parcel |and behind Park City Tower, which is |ess than
half a block away fromthe subject property, is in contract
with a local |and valuer. The Depot next to Louis Basque
Cor ner was purchased in October 2013. The |and across from
the Siena between State and Center Streets was assenbl ed and
purchased in late 2012 and early 2013 with plans to denp the
single multi-fam |y and redevel op the | and.

The downt own post office rehabilitation is
currently underway and retail tenants are being selected to
occupy it.

Bl ake Smth purchased the US Bank buil di ng
downtown for 5,980,000 in April of 2013. The building is
currently undergoing a renodel.

Siri's Casino opened on Virginia Street |ast
spring next to Witney Peak. This property was the prior

cl osed-down Prima Donna Cl ub
CAPI TOL REPORTERS (775) 882-5322
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The parcel land directly across Second Street
fromthe subject property was recently purchased with plans
to construct a small boutique, hotel. And groundbreaking is
anticipated this year.

And finally, one of the owners of Reno Aces
basebal | purchased a | one vacant parcel on Lake Street for
1.95 mllion in May of this year.

Addi tionally, the appellant nentions a downturn
in attendance since opening the stadium yet on the
appel lant's own website advertising, the Aces Ballpark is AAA
basebal | 's nost popul ar venue with nore tickets sold per
capita than any other host city. According to m nor |eague
basebal | ' s attendance nunbers, 349,364 fans were in
attendance in 2013. The Reno Aces' recent press rel ease
clainmed the franchise recently concl uded six seasons of
paci fic host |eague play and wel conmed over 400,000 fans to
Aces ballpark in 2014. That would indicate a 15 plus percent
increase in attendance over |ast year, not to mention the new
of f -season events including Blues and Brews, Slaughter House
and the downtown ice rink.

Lastly, the valuation of casinos in conparison to
t he baseball stadiumis irrelevant. They are bought and sold
based on their earnings. Therefore, the incone approach is
t he nost applicable approach to value those properties. The

cost approach is the nost appropriate nethod for valuing a
CAPI TOL REPORTERS (775) 882-5322
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speci al use property such as the subject.

As page 230 states in New York Yankees versus the
Tax Commi ssion of the Gty of New York, inconme of a business
operated on the prem ses is no evidence of the value of rea
estate. The proper nethod of evaluating a stadiumis by the
reproduction cost |ess depreciation.

In summary, the land for the subject property was
val ued in accordance with NRS 361.227. The inprovenent val ue
was set by this board in 2012 and has been naintai ned since
that time at a total taxable value of 25.6 mllion dollars,
which is |l ess than one-third the actual cost of constructing
the stadiumfive years ago. It is recommended the taxable
val ue be upheld. Are there any questions?

CHAI RVAN WREN: A coupl e quick ones there. Walk
me through your depreciation schedul e, please, your
depreci ati on schedul e.

M5. BURKE: |t would be depreciated one and a
hal f percent per year. W did apply obsol escence to get the
i mprovenent val ue down to what this board had recomrended in
2012. So we used Marshall & Swift. The replacenent cost for
the stadiumcane in at $29,163,779. And then obsol escence
was applied to nmaintain the value two years ago.

MEMBER MESERVY: That was going to be ny
qguestion, M. Chairman, was what was that obsol escence

anount. Wat was the percentage that you're using on that?
CAPI TOL REPORTERS (775) 882-5322
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M5. BURKE: | did not use a percentage. W
targeted the dollar amount that this board had set. W've
been mai ntai ning the val ue since 2012.

MEMBER MESERVY: So just kept it at 25 mllion?

M5. BURKE: | believe this board actually set it
at 25,660,000. | rounded dowmn to 25,600,000. W converted
to a new system so sonehow there ended up being an extra
four dollars on the end.

MEMBER MESERVY: They made the argument -- If |
may, M. Chairman.

CHAI RMAN WREN:  Ri ght .

MEMBER MESERVY: They nmade the argunent that
downt own took a, you know, was depreciating, the value was
quite a bit less. |Is that part of that obsol escence?
mean, how do we reflect that? |Is that true?

M5. BURKE: The downturn he's speaking of was the
val ues in the casinos and that was based on their inconme. As
you know, Reno gami ng has taken a really hard hit since the
downturn in the econony and |Indian gam ng. Wen this board
reduced the val ue though, they did take the downturn in the
econony in to effect. The actual reproduction cost, what
they spent to build this stadiumincluding the purchase of
the I and and the Frei ght House District, which that
entertai nment district is also valued on this parcel, it was

in excess of 87 mllion dollars. And our current taxable
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val ue is 25,600,000. So we're at about two-thirds of their
actual costs from2009. So in a sense, | would think that
woul d take that downturn.

MEMBER MESERVY: |f you had done the cost nethod
on the casinos, would it be simlar, different? | nmean, what
would you -- I"'mjust trying to get a feel if we did or
didn't use the incone approach.

M5. BURKE: | believe the cost would be
significant because they do use the incone approach there.
They're seeing a | ot of obsol escence on casi nos.

MEMBER MESERVY: So it would be significantly
nore with the cost nethod?

M5. BURKE: The replacenent cost woul d be
significantly higher on the casinos using the cost approach
than the incone approach

MEMBER MESERVY: (Okay. Thank you.

CHAI RVAN WREN:  So | think | understood your
answer to be you did value it to the 25 mllion dollars
predi cated on the value this board had put on it severa
years ago now, correct?

M5. BURKE: Correct.

CHAI RVAN WREN: And that your obsol escence is
predi cated on that nunber. What independent research have
you done in followng the laws, if you will, for attacking

depreciation fromthe assessor's standpoint?
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M5. BURKE: Cbviously we applied the one and a
hal f percent.

CHAl RVAN WREN: Wl I, I'mtalking strictly the
econom ¢ obsol escence.

M5. BURKE: The econom c obsol escence. W
actually | ooked at the income approach. W couldn't really
make heads or tails of it. You can't separate out the team
fromthe stadiumto value the real estate. So then in the
ot her research |I did going to sources such as --

(The court reporter interrupts)

M5. BURKE: | AAO.

CHAl RVAN WREN:  And t hat stands for?

M5. BURKE: International Association of
Assessing O ficers.

CHAI RVAN WREN: Thank you. It's an acronym

M5. BURKE: We concluded that the cost approach
is the nost appropriate approach. Because we're required by
law to use Marshall & Swift, we don't get anywhere near the
cost approach of this stadium So as | said, our values cane
inat 29 mllion.

CHAI RVAN WREN: Let nme ask the question this way
if I can. And |I'mnot badgering. [|'mjust trying to nmake
sure that | get on the record what | need to get on the
record in respect to this matter is that you val ue the cost

approach. And | renenber ny coments last time this was
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here, | agreed that special use purpose |like the stadi um cost
approach is the best approach. However, it has to be wei ghed
by the income approach or justified by |ooking at what's
actual Iy happening in the market.

Your synopsis of what's happening in downtown
Reno makes it sound |ike a really great place. But only an
assessor could paint it that pretty because it's not that
good, okay. | think things are changing. | think we're
seei ng some positive changes. But they're mninmal, at best.
So you absol utely do have sone econom c obsol escence that
needs to be attributed to your cost approach. And what ny
concern is fromyour testinony is that your cost approach
that you're utilizing is strictly just based on the nunber
this board came up with, which isn't a good answer, okay. So
the assessor really has to go in to the market and determ ne
not that we were right because we just threw a nunber out
there fromthis board. At that tinme, if | renenber right,
there was only one appraiser on this board and I wouldn't go
on that recommendation nyself personally.

So the assessor needs, you need to explain to us
really how you got to your obsol escence short of us giving
you a nunber and then that's what | need you to tell us how
you get to that nunber.

MEMBER MESERVY: They can't hear you on this

side. |Is there a way that we can figure out how to get the
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vol une up nore?

CHAI RVAN WREN: Sorry. We'Ill call. [It's very

i mportant what | said too. Wuld you like her to read it off

the transcript?

MEMBER HARPER: No. But can you speak in to your

m crophone maybe?

CHAI RVAN WREN:  I'Il try. | apologize. It's
usual Iy not one of ny problens. |I|s that better?

MEMBER HARPER:  Yes.

CHAI RVAN WREN: Ckay. Do you understand ny
guestion?

M5. BURKE: | do. And we did maintain the val ue

and yes, it does paint a rosy picture of downtown Reno.

There are inprovenents to downtown Reno. They are trying to

make it a better place. W have nmaintained the | and val
in downtown Reno. We've stabilized. It appears to be
stabilizing and that's why we kept this val ue consi stent
since 2012. W're not seeing a continued downturn. W
didn't go back up to what replacenent cost says it did

because it's not necessarily on an upturn yet. W hope

ues

sone

day that it is. So we did take that in to consideration, the

overall market in downtown Reno. W are not |owering |and

val ues there.

On the incone-producing properties, yes, there

are sonme special cases where we're naki ng adj ustnents.
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casinos are always an issue in downtown Reno. So we are
maki ng adjustnments there. But for the nost part, values are
staying | ow on downtown Reno and have for the last two years.
And so that's why we maintained your value and not our true
repl acenent cost value. W don't think it's necessarily

i ncreased nmuch, although according to what | told you, the
attendance is up and they are now doi ng off-season events
that they weren't doing in the past. So | think they're
going to see an inprovenent too going forward.

CHAI RVAN WREN: Ckay. And | think -- | really
don't like the correl ation between downtown, the casinos and
t he bal |l park, because they're different aninmals. The casinos
are a strictly different aninmal fromthe ballpark. The
bal | park is on the outskirts of the casino core, if you wll.
You've only had one | and sale which you refer to that a
partner in the Aces ownership purchased, which is the only
| and sale in dowmntown at ten dollars a square foot. And that
was a foreclosure sale; right?

M5. BURKE: Unh- huh.

CHAI RVAN WREN: So, you know, ten dollar sale in
downt own Reno doesn't indicate that we're having an econom c
boom when five years ago you had a hundred dollars a square
f oot on downtown property.

But what | want to get back to is forget about

t he casi nos, forget about everything el se except economc
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depreciation. Your econom c obsol escence is based strictly
on the nunber this board placed on the overall value a few
years ago; is that correct?

M5. BURKE: Correct. And the stabilization of
t he commercial market.

CHAl RMAN WREN: Okay. Ben.

MEMBER JOHNSON: | want to get sonme idea on the
original cost. You nentioned 85 mllion dollars to build
this. Where did you conme up with that figure?

M5. BURKE: We canme up with that figure from
several different sources. The appellant approached Washoe
County conm ssioners, which it's a matter of public record,
and they asked for 500,000 a year for support. So |I'm
actually using their nunmbers, which | think are a little
conservative conpared to the Kai ser Marzden study and the
ot her things that have been presented to the city counsel and
to the public when they were building this stadi um

The actual cost that they submitted to the Washoe
County conmi ssioners, not including the team purchase, the
| and purchase was nine mllion dollars, construction cost of
the stadiumwas 58 mllion, architectural, |legal, stop and
carrying costs were 10, 500,000. And then the Frei ght House
District, which is also included on this parcel, was another
ten mllion, for a total of 87,500,000. And that was

t hr oughout 2009 and 2010 when they constructed.
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MEMBER JOHNSON: Ckay. And then on SBE-213,
which is | think your summary of cost approach, you guys then
go in and use Marshall & Swift which conmes in with a total
amount of 31 million replacenent cost. And that's just due
to Marshall & Swift differences there with trying to
calculate it out using that approach versus actual. |Is that
a fair indication?

M5. BURKE: That's correct. And initially when
we used Marshall & Swift, our cost cane in quite a bit
higher. And then in 2009, if you | ook at page 233, in 2009
we had a stipulation on howto use Marshall & Swft to cost
this property, which was a conbi nation of m nor |eague and
maj or | eague stadium costs and the appellant was in agreenent
to using that nmethod at that tinme. So they agreed to the
value in 2009. | believe it was also stipulated for 2010.

And then in 2011, Marshall & Swift cost went up
significantly and this stadium maybe part of the reason
their costs went up, they have built some very high dollar
stadiunms recently. So the cost went up significantly and
then that's what started the appeal process.

MEMBER JOHNSON:  Thank you.

CHAI RMAN WREN:  Kei t h.

MEMBER HARPER: You said that the Freight House
District, the restaurants, are included in this obviously.

On SBE-212, | assune that those three, the two restaurants
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and the cocktail |ounge, that's that conponent when you wal k
in to the stadiumover there to the left, | think.

M5. BURKE: That's correct.

MEMBER HARPER: Ckay. Did you in the incone
approach that you attenpted, did you do a separate
allocation? | guess I'mjust trying to get sone idea of what
you think that naybe that conmponent is valued at from an
i ncone approach

M5. BURKE: We did not. This -- This parcel is
very convoluted. And partway through the year -- The
accountant can probably answer this better. But partway
t hrough the year there was a problemw th nanagenent so then
t he Aces took over the contract and managed, so everything
was kind of lunped together but it was only part of the year.
So it was very hard to separate out which was concessi ons and
whi ch was the restaurants and which part of the year it was
run by different people. So it wasn't a real clear year to
| ook at those different things. W could have done -- Qur
approach | believe |last year they didn't have these
restaurants open during the off season and | believe this
year they do. So that was also a factor.

CHAI RVAN WREN:  |'m going to ask the other side
this too. Do you renenber Reese Perkins with Johnson
Perkins, who is the one who appraised it for the appellant,

do you renenber what that appraisal was, the nunber?
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M5. BURKE: It was approximately 12 and a half
mllions dollars.

CHAI RMAN WREN: That's what | was thinking. Most
of his -- his cost approach was not that far fromyours, but
his econom c depreciation was considerably nore; is that
correct?

M5. BURKE: Yes. He did an incone approach based
on a hypothetical grant.

CHAl RVAN WREN:  That's right. Okay. Al right.
Any ot her questions?

MEMBER MESERVY: On SBE-213, just because |'m not
t he apprai ser, when you have RCN versus DRC, what woul d
that -- | just need to understand these acronyns.

M5. BURKE: RCN is replacenment cost new DRCis
depreci ated repl acenent cost.

MEMBER MESERVY: That hel ps ne out very nuch.
Thanks.

CHAl RVAN WREN: | knew t hat .

Ckay. Go ahead. But let nme ask you a question
first. Wy don't you have your appraiser here defending that
val ue agai n?

MR. BOSMA: Geat question because that woul d be
new evi dence. W thought that based on a prior, | guess,
hearing that if we provided to the assessor the income

nunbers that they woul d take those nunbers and use the narket
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approach. So by the -- You know, when that didn't happen,
there was not sufficient tinme to get a full appraisal done
between the tinme that that happened and when the county board
of equalization heard the case. | nean, candidly, | was
floored that, you know, because | represent about half the
roons in Reno on the casino side and we're very close to the
assessor on all of these that they just did not take that in
to account. So to answer you, we didn't have that in time
for the county so we couldn't submt it here.

CHAI RVAN WREN: Ckay. So let ne ask you this
guestion because |I kind of want to get down to the nuts of
this thing. It's all about depreciation now That's what
both sides are arguing. And you put your pictures in here,
which are fine. But what is your econom c proof of the
econom ¢ depreciation that should be attributed to this
bui | di ng, short of pictures?

MR. BOSMA:  So we showed the decline in the
overal | special purpose properties, which are the business
properties in downtown Reno that are the sane venue. Now,
Chai rman Wen, you had nentioned that they are different than
casinos. The owners believe that froma hospitality
perspective they actually go hand in hand. When this
devel opnent was initially staged that the thriving downtown
t he casino comunity creates a thriving Aces community and

they really do work hand in hand. It's literally right
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across the street or a block away fromHarrah's. And that
that -- building nore infrastructure in that it's really al
hospitality-based and it's just another venue to spend a
hospitality dollar.

So in working with the Aces they were |ike, hey,
and we've got on record in SBE-25, that shows this is the
overall decline in the hotel casino hospitality market in
this core broken down by property and it's the 65 percent
decline in value since this property went up.

W think that -- And that is to answer your
guestion what we're submtting as the overall economc
obsol escence, that they mrror each other.

CHAI RVAN WREN:  And who prepared this total
taxabl e values? 1s this just off the assessor's?

MR BOSMA:  Correct, that's off the assessor's
websi te.

CHAI RVAN WREN: Ckay. Go ahead.

MR BOSMA: | guess first just for clarity, the
last time that this case was heard, it was settled and |I'm
going to pull this over here because | want to read it
because | think there's a disconnect on what the appell ant
actually settled on back in 11 -- 2010-2011. And this is on
SBE- 233 that says, and | quote, "Washoe County assessor has
reviewed the cost associated with the inprovenent val uation

for the above-referenced properties --
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(The court reporter interrupts)

MR. BOSMA: | apol ogi ze. "The Washoe County
assessor has reviewed the cost associated with the
i mprovenent val uation for the above-referenced property and
has determ ned that a conbination of the Marshall & Swft
categories for mnor |eague and major |eague stadiuns is a
nore appropriate cost basis for the valuation of the
property. As a result, the Washoe County assessor proposes
t he revi sed val uati on shown bel ow for a proposed assessed
val uation total of eight-mllion-135. And it cones to, you
know, divide by 35 percent and you're at that 25 mllion
dol | ar nunber, roughly.

So the appell ant, Nevada Land, agreed that under
t he cost approach for Marshall & Swift, this is 25 mllion.
They never stipulated to that's what the value was. They
believed it was roughly half of that. But they said under
the cost approach, if you costed this correctly, that it
should be 25 mllion, not 87 mllion. It should be 25
mllion.

So | think it's just an inportant baseline to say
t hey agreed that the cost approach should be 25 and the
assessor signed off on that. Everybody was in agreenent.

Unfortunately, since that point in tine,
att endance has gone down every year. You know, there seens

to be a disconnect between reality and the public relations
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prof essionals who are out trying to sell nore tickets. So
this year tickets are down a little. Not up. They're
slightly flat. So maybe sonmebody got a little carried in
rounding to get up to 400,000. But | think that's where you
kind of have to go on the facts in the case. And the facts
in this case, there's a lot of anticipated activity in

downt own Reno, but nobody has spent any noney yet. And as a
result, because |'ve been on the other side of this, when

t hat happens, then this property will benefit fromall of

t hat redevel opnent hopefully and the val ue shoul d be
ratcheted then.

But for right now, as is, they' ve been trying to
get this Marriott across the street to break ground for over
a year now. It still hasn't broken ground. They're just
hopes and prom ses and dreans. The reality is the
Kat zof f - Si non G- oup bought the parking |lot across the street
because everybody that is connected to Aces has a very proud
opi nion of what their land is worth and they can't afford to
park over there. So they say if we can lock this up at a
realistic value, then that's going to take a | ot of pressure
of f of these |eases that we're bei ng gouged on.

It's a tough environnent down there. And until
t hose dollars go in, you know, | think it remains to be seen
whet her or not that's going to positively inpact the park or

not .
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These special venues, the whole concept of -- for
exanple, the ice rink that Ms. Burke referenced, was that
they took in partnership with the Gty of Reno, which is the
right way to approach this, we're going to take this off of
you is currently costing the City of Reno and we're going to
put that ice rink on the front lawm to get nore traffic there
so that way they get nore food and beverage revenue. [|f, you
know, the Aces believe that's going to be a loss for them
they're going to | ose noney on that and they're taking that
away fromthe Cty of Reno. But it's part and parcel to that
partnership of the Gty of Reno. These other events, they
don't make noney.

So the agreenent that they have with the Gty of
Reno is the Gty of Reno doesn't want to be out of pocket but
they want to partner and use these for public events. So
t hat makes sense to nme as a business guy. |If the Cty of
Reno can hit their bets, you can use the stadium and they are
using the stadium There's no profit.

M5. MOORE: One minute.

MR. BOSMA: Thank you. 1'I| speak quicker.

CHAl RVAN WREN: Pl ease don't.

MR. BOSMA:  So in conclusion, we think that the
owners believe that the income approach is the right approach
and that if you disregard the income approach and the incone

approach the owners believe the value is 12 mllion, that
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which is a ten cap rate on the mllion dollars of stabilized
cash fl ow

Alternative to that, they believe the overall
econom ¢ obsol escence using the cost approach gets themto
t he sane nunber pretty close. So the owners believe the
value of this entire conplex is 12 mllion dollars. And we
believe that we've presented the evidence to show t hat
current taxable value exceeds full cash value by that.

CHAl RVAN WREN:  Okay. Thank you. And | didn't
get a chance to ask the assessors. | want to ask both of you
at the same tinme. One of her comments was that they got the
i ncome approach fromyou, you couldn't nake heads or tails of
it. D dthey contact you for clarification --

MR. BOSMA:  No, they didn't.

CHAI RVAN WREN: -- expl anati on?

MR. BOSMA: Sorry. No, they did not. And that's
where these financial statenents are audited. It's not |ike
sone people | have to deal with that have a backwards
bookkeeper doing it. These are audited financial statenments
and they're very transparent. There is a couple different
entities that he put together because the food and beverages
run different than the Aces. But we did that and woul d be
nore than happy to share any conpl ete transparency on any or
all of the operations.

There was a little change in the nmanagenent on
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the food and beverage. But that's because they weren't
produci ng the profits that they thought they needed to so
t hey brought that in-house. But that remains to be seen too.
The profits are flat this year.

CHAI RVAN WREN: Are they year round now, food and
bever age?

MR. BOSMA: There is Arroyo on the first floor is
year round.

CHAl RVAN WREN:  Okay. So the upstairs is al
cl osed?

MR. BOSMA: Correct. It's on a special as needed
as avail abl e.

CHAl RVAN WREN:  Okay. All right. Questions?
Kei t h.

MEMBER HARPER: |'mhaving a hard tinme -- |I'm
| ooking at SBE-198. | think it's the next to | ast page of

the financials and it's for year end 2012. The different

groups, SK Baseball, Nevada Land, et cetera, |I'mhaving a
hard time comng up -- where is this mllion dollars net
operating inconme comng fron? Because when | | ook at al

t hose nunbers, net inconme before depreciation, anortization

interest and other, | net all of that out, | cone out with
like a mllion-five or so, a mllion-six. And | realize this
is 2012, but --

MR, BOSMA: | can get that if you give ne a
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second.

MEMBER HARPER: And | guess ny question is, was
there that nuch of a drop between 2012 and 2013 from a
mllion-six roughly to a mllion?

MR. BOSMA: W had 2012 EBI TDA at 986, 000, so
that's where I"'mtrying to find out where the mllion-five is
comng from On which --

(The court reporter interrupts)

MR BOSMA:  EBI TDA, earnings before interest,

t axes, depreciation and anortization. SBE-22 is the EBI TDA
cal cul ations that pull those nunbers over.

MEMBER HARPER: So those nunbers are off the
audi ted financial s?

MR BOSMA:  Financials, correct.

MEMBER HARPER:  Ckay.

CHAI RVAN WREN: So have you been -- have you been
getting the funding fromthe city and the county?

MR. BOSMA: The county, yes. They renegotiated
the city funding and that is now starting to happen.

CHAI RMVAN WREN:  Ckay.

MEMBER HARPER: |'msorry. | have one ot her
guestion. | saw sonewhere in the record that | think you or
t he owner clained that the construction cost was around 67,
68 mllion. | assume that was just the hard cost before the

ot her soft cost and things?
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MR BOSMA:  Correct. And that's where |'m not
sure, | wasn't privy to the conversation that was at the
county commi ssion. | went off of the audited financi al
statenents to arrive at that nunber.

Il will tell you having been very connected with
it, what it cost to build things in 2008 versus what they
cost to build now, you know, that those are just different
and peopl e had different opinions on what things were worth
in 2008 and what they were worth to build and construct and
costs are significantly less now | nean, that's based on ny
own experi ence.

MEMBER JOHNSON: On your financials on page 22,
there's interest expenses for both years, 2013 it's two
mllion, 2012 it's 2.9 mllion. And |'m curious what that
i nterest expense is for.

MR. BOSMA: They have a significant anount of
debt that they pulled down to build the stadium The
financi ng agreenent that were supposed to happen with the
city, the county performed on their part of it. The city
defaulted on theirs. You know, they still have to debt
servi ce the | oan.

And that's -- Just to be clear, originally the
City of Reno promsed to pay a mllion dollars for debt
service on this thing. And then they did not have the

wherewithal to do that special assessnment. |t was estinmated
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so there wasn't any noney to pay. So they ended up
negotiating a | ower anount for the Gty of Reno part of this
equati on because of a hardship. And that's where they're

ki nd of getting pushed on both sides. Gty of Reno pays half
but they're still being taxed at full.

MEMBER MARTIN: Wasn't that renegotiated? The
debt with the city, wasn't that renegotiated? The origina
terms, if | read this correctly, was 08-09. This is '14.
Isn't that renegotiated?

MR. BOSMA: |t was renegotiated. But originally
the Gty of Reno guaranteed a mllion dollars a year.

MEMBER MARTIN: | know. But that was
renegoti ated along with an additional funding for this park
fromthe City of Reno, if I've read this correctly. Then you
ask or whonever asks for additional nonies.

MR. BOSMA: That's not ny understanding. M
understanding is they stepped away from what they were
entitled and negotiated a | ower anmount. But | can pull that
up.

MEMBER MARTIN: 232. | could have read that
Wr ong.

MR. BOSMA:  Yeah. Oiiginally they were expecting
two and a half mllion dollars a year with a one mllion
dol lar m nimum and they kept the stadium Yeah, so | don't

believe that this was in addition. It was that replaced the
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ori gi nal guarantee.

CHAI RVAN WREN:  Any ot her questions? Does that
answer your question? Ben.

MEMBER JOHNSON: | am curious, you nentioned
construction cost down significantly since 2008 and |I'm
curious what your basis is for that. Because |'ve seen cost
for raw materials are up over the last six years, margins for
contractors are down, the overall construction costs may be
down a little bit, may up a little bit depending on the
project. | want you to coment on that for your basis for
thinking it's | ess today.

MR, BOSMA: So as you're very famliar with that,
this project kind of had some stops and starts and change
orders. And so as projects go, if they would have had, you
know, a clear path to what this thing was going to | ook |ike
when it was done, they would have been able to conplete it
significantly less rather than go through the change order
process that they went through.

Al so, the feedback that |1've gotten fromthe Aces
is that they were newto the area and didn't get, you know,
some of the nore favorable pricing that other projects have
received. You know, when they're | ooking at expandi ng now,
if things turn around, they're looking at it costing |ess per
square foot, significantly |l ess per square foot than it cost

to build the original stadium
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MEMBER JOHNSON: That answers ny question. Thank
you.

CHAI RMAN WREN: Ckay. | want to give you the
last word but | want to ask another question. Wen you
i ndi cated that you couldn't make heads or tails of their
financial statenents, did you go back to them for
clarification?

M5. BURKE: Yes, | did. | spoke with Jack Bice
fromtheir office on nunerous occasions and we went over the
information, which is how | found out about the nmanagenent
contracts with the concessions and that kind of thing. And
that's when | did sone reviewto see if an incone approach
woul d be applicable for this property. | still don't believe
it is. And the biggest probleml| think with an income
approach on this property is what would be the cap. Because
operating stadiunms don't sell. So you can't look to the
market to try and cap the incone on a property like this.

And that was the biggest hurdle I canme across, so | ooking at
general ly accepted apprai sal nethods. W just kept com ng
back to the cost approach, so that's where we put our
reliance.

CHAI RVAN WREN: Ckay. So fromthe assessor's
poi nt of view, when you do that, if you've got a special use
property like the stadiumthat the cost approach is typically

the best indicator to value, but that inprovenent is |ocated
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in an area that has seen econom ¢ decline, how do you neasure
t hat econom c decline?

M5. BURKE: That's a tough one. So we | ooked at
t hings that the appellant brought up like the crinme
statistics and found that, well, it's still a crinme-ridden
area. They actually are doing a better job fighting crinme in
that area and trying to clean it up.

CHAI RVAN WREN:  Not as many people killing, in
ot her words.

M5. BURKE: Correct. Not as nmany drug-related or
| went through several different exanples of the crines that
have decreased in the area. W |ooked at the devel opnent and
that kind of thing. W did |look at the |and sales. There
was, as you said, the one land sale. | believe it was 13.40
a square foot is what the foreclosure sale ended up comng in
at. And the noney sone of these devel opers are putting in,
whil e dowmntown is separate, it's along that corridor and it's
bri ngi ng peopl e down.

| agree with you the casinos and the stadi um
cannot be conpared, so we couldn't |ook to that for economc
obsol escence.

So goi ng back to the replacenent cost, we used
Marshall & Swift, which is in no way representative of the
actual replacenment cost to this stadium which would be the

true market value if they were building it today. W would
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| ook at the actual replacenent cost. Because it was com ng
inat a third of the cost. Then we | ooked at obsol escence.

| don't believe Marshall & Swift necessarily overstates the
cost of these in conparison to market if you're going to
build a brand new stadium However, because of the downturn,
we recogni ze that the val ue probably hadn't increased so we
kept the value level with the sports decision. W didn't
feel nore econom c obsol escence. W had no proof that it
shoul d have been any |ower than what it was.

CHAI RVAN WREN: Ckay. All right. Thank you.

Last m nute.

MR. BOSMA:  Thank you, M. Chairman. As we've
stated that back in 2010-2011 we agreed to the costs under
Marshall & Swift, that's when at the beginning of the season
everybody is very optimstic. Under -- Things have gotten
progressively worse, particularly attendance. And cash fl ow,
you know, managing very diligently and we believe well. And
that the owners believe that they should be relied on, the
cash flow nunbers are presented, should be | ooked at to
determ ne the value on this.

And the reality is fromin ny dealings with the
assessor, once they decided they're not going to use the
i ncome approach, they stopped trying to understand it. And
it's pretty clear, at least to ne, that I'm an accountant.

So I'mfully open to have conplete transparencies to wal k
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t hem t hr ough any nunbers they want.

Al so, right nowit's not econom cally feasible,
nobody in their right mnd would build that stadiumin Reno
right now It's the smallest AAA market in all of AAA
basebal|. Sonmebody could try and spin that to hi ghest per
capita attendance. The reality is, the Gty of Reno given
it's current econom c status doesn't support a AAA stadi um
and the owners believe that the value reduction is warranted
to the 12 million dollar nunbers that they're requesting.
Thank you.

CHAI RVAN WREN: Thank you. GCkay. |I'mgoing to
cl ose the case.

MEMBER JOHNSON: Can | ask a question really
qui ck, because |I think it mght help us?

CHAl RVAN WREN:  On, sure.

MEMBER JOHNSON: On page 22 you present your
EBI TDA cal cul ations and |I'm having a hard tinme understandi ng
them So if you could walk ne through them quickly, maybe go
line itemby line itemthere and explain where you' re getting
t he nunber.

MR. BOSMA: Sure. So SBE-22 started, let's go
through ' 13, the nost recent and again indicative of pretty
close to "14 for the way it finished. So if you |look at the
audi ted financial statenents, they show a loss of 5.5 mllion

dollars. There's other entities that are not part of SK
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Basebal|l that are also included in cash flow So you've got
a couple layers toit. One of those is the Frei ght House
District. And so that $225,000 of loss is what the Freight
House District, the food and beverage part of that |oss for
the year that the sanme ownership, SK Baseball, so you would
add that to the overall activity. Sane with Arroyo. It's
just a separate entity. So that way if you were to | ook at
what this entity lost for the year, just bottomline |ost,
5.5 mllion, plus 225, plus 106. Ckay.

And then you add back the add-backs, which is two
mllion dollars of interest, three mllion dollars of
depreciation, a mllion for anortization, which sonme of the
di sconnect is how much they paid for the stadium Not -- How
much they paid for the teamitself and they're anorti zing
that over 15 years, so that's an anortization expense.

Then you' ve got $400, 000 of non-operating expense
that's an add-back. And then a subtract. And then interest
i ncome of 50,000 back off comes to the EBITDA of a
mllion-033.

MEMBER JOHNSON: So typically what we see is
that -- I"'mjust making sure I'"'mlooking at it right. You're
taking the very bottomline nunber and working your way up.
Rat her than starting at the top | ess expenses to get to
EBI TDA, you're starting dowmn here with the nunber and backi ng

out the nunbers you need to in order to get to an EBI TDA?
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MR BOSMA: Correct. So that's where if |
present the audited financial statenment is at $5, 585, 000
| oss, there's an audited financial statement in the exhibit
that says that's exactly what that is. Revenue expense, it's
all inthere. Sane with Freight House District and same with
Arroyo.

MEMBER JOHNSON: And what is Arroyo?

MR BOSMA: That's the Mexican restaurant on the
first floor. They're just owned in separate entities. And
in separate entities they have separate profit and | oss and
bal ance sheets. You've got three entities, you put them
t oget her and you' ve got the picture for what this property is
earning or | osing.

MEMBER HARPER: So the Arroyo and the Freight
House District, they're not leases to Bill Jones restaurant
operator out there?

MR BOSMA:  Correct.

MEMBER HARPER: Sone entity involved in the
ownershi p of the stadi um operates those?

MR BOSMA: That's correct.

CHAI RVAN WREN:  So out of curiosity, on your
total expenses on your |osses, your five mllion dollars,
does that include the expenses of the taxes on this property?

MR. BOSMA: |'mnot sure. | can |ook real quick

CHAI RVAN WREN: Let's go off the record and | ook
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real quick. Let's go off the record for a mnute.

(Di scussion was held off the record)

MR. BOSMA: |'mnot a hundred percent certain, so
' m going to say under general|ly-accepted accounting
principles that that accrual would be in -- it would be
accrued and it's not disclosed in the footnotes that it's a
contingent or contested liability. So l'mgoing to say I'm
fairly certain that property taxes are included as a
deduction to come up with this EBI TDA

CHAI RVAN WREN: Ckay. Wiich | would assune they
woul d, which goes to the rest of my question. You' re show ng
t hat as expenses that have been paid that in fact haven't
been paid. So what other expenses are in there are they
showi ng as expenses that weren't actually paid?

MR. BOSMA: As of right -- Well, as of the date
of the financial statenents and now, there's -- you | ook at
t he accounts payable and the accrued expenses, you know, this
is the only thing that they're having, they're not |ate or
not payi ng other vendors or other things. They' re current on
everything. They're contesting their property taxes but
everything else is current and paid.

CHAI RVAN WREN: Ckay. All right. I'mgoing to
close the case then. W'Il| take it under advisenent and have
a decision. Let ne start off by this comment. One of ny

concerns -- Well, my biggest concern here having heard this
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case a couple times nowis that the 25 mllion dollars that
we're at now, that nunber is predicated on what this board
cane up with a value a few years ago. And as | nentioned
earlier when we came up with that nunber, it was, if you
will, a dart board predicated on the information that we had
at the time. W had an appraisal from Reese Perkins, but I
don't renenber the appraisal exactly but | do renmenber ny

di sagreenent with Reese's appraisal is how he canme up with
his income because it was hypothetical. He indicated and I
remenber that. But | didn't totally disagree with his
econom ¢ obsol escence, but | couldn't put the two together
But that was part of our thought process at the tine is that
the county was too high but Reese's appraisal at 12 mllion
was way too low. So we didn't necessarily go in the mddle.
At that time, we know the nunbers as best we could and |
don't renenber exactly what those were.

But nmy concern today is that the assessor's
office is still using that obsol escence nunber instead of
actually researching the market, which the |aw requires them
to do, to do new cost new | ess depreciation plus economc
obsol escence and that econom c obsol escence shoul d be
predi cated on sonet hing other than the nunber that this board
cane up wth.

As far as whether or not they should use the cost

approach or income approach, it's a special use property.
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They shoul d use the cost approach but it should be checked
with the incone approach. It doesn't take a rocket

scientist. Even an accountant can understand that the

downtown -- | have to pick on Dennis -- that the downtown
area is not an economic boom | believe the conversations
were would they build the stadiumtoday. Well, the question

is should they have built the stadiumwhen they built it.
But it's there and it needs to be taxed. It needs to be
t axed appropriately. And I'mnot happy -- |I'm personally not
happy wth the answers fromeither side as to what that
nunber is. It's not that hard to conme up with a cost. 87
mllion or whatever it is to build the stadiumcould be the
right number. | don't know. As far as |'m concerned what we
don't have is a good handl e on what the true depreciation
should be. So that's ny two bits worth so far.

Kei t h.

MEMBER HARPER: Well, | totally agree with that.
But the problem|'mhaving, and | spent sone time in these
financials, | just can't recreate this mllion dollars that
the property owner is using as their basis for their opinion
of value of 12 mllion dollars roughly. And | know you've
got these four or five different entities and | can
appreciate it and | realize accountants live in a different
world than appraisers, but just trying to keep it in ny

sinple world of revenue | ess expenses, | just -- | couldn't
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get there.

And the other thing that | think sonmewhat gives
me sonme issues is, | nean, on their own financial statenents
they're carrying the property at roughly 30 mllion dollars.
And | realize again it's for accounting purposes and -- But
that being said, if it did cost 67 mllion, 85 mllion, down
to 25 mllion is, yeah, 70 percent econom c obsol escence. |
just don't know how much nore there could be.

So that's ny two cents worth.

MEMBER MESERVY: \What page again is the 30
mllion? W need to know the bal ance sheet page. Ws it
t wo- sonet hi ng?

MR, BOSMA:  SBE- 185.

MEMBER HARPER: Actually | got it off 190,

SBE- 190, | and buil di ngs.

MR BOSMA:  That one works too. That's 13.

MEMBER HARPER: Ch, |'msorry.

CHAl RVAN WREN:  Okay. Thank you, Keith.
Anyt hi ng el se?

M. Johnson.

MEMBER JOHNSON: |I'mwi th you guys here. Wat |
keep thinking back to is this is not all that dissimlar than
a coupl e of nonths ago when we were in Las Vegas dealing with
Las Vegas Mdtor Speedway. And |I'mthinking back to the way

in which we got evidence. They went out and hired a
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conpet ent apprai ser and he tested for econom c obsol escence,
did the standard test for it. And | felt confortable. |
felt Iike they were proving up on what woul d the incone
approach be, what would a cap rate be, what would the
econom ¢ obsol escence be. And here | don't feel |ike we have
that. The incone nunber is right, but what should the cap
rate be? Should it be ten? Should it be eight? Should be
it three? Should it be 20? | don't know. And that bothers
me. | just don't feel Iike we have the information in front
of us that we need to cone up with any nunber, any ot her
nunber .

| think that the burden should be on the taxpayer
to disprove the assessor. And | don't have enough or | don't
feel | have a solid understanding of the income or what the
appropriate cap rate would be to get to a val ue ot herw se.
So that's where |'m at.

CHAI RVAN WREN:  Anyt hi ng el se, Ben?

MEMBER JOHNSON:  No.

CHAI RMAN WREN:  Thank you.

Ms. Martin.
MEMBER MARTIN: | have a question that may or may
not be relevant. It's relevant in ny thinking.

CHAI RMAN WREN: Are you asking us?
MEMBER MARTIN: The owners of --

CHAI RVAN WREN: Are you asking us questions?
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Don't ask them questions, please.

MEMBER MARTIN: Who are the -- | didn't see it in
the record. Let ne ask you. |I'msorry. Wo are the owners
besi des the taxpayers of Washoe County, City of Reno?

CHAl RVAN WREN:  Who are the owners?

MEMBER MARTI N:  Uh- huh.

CHAI RMAN WREN: O the stadiun?

MEMBER MARTI N:  Uh- huh.

CHAI RMAN WREN: Onh, you nean the actual people's
nanmes. | don't know, but I'Il allow that question.

MEMBER MARTIN: And what other cities do they
operate? That was the other. It was a two-prong.

MR BOSMA: Ckay. The primary drivers -- driver
behi nd SK Baseball is Herb Sinon. And he al so owns Meadowood
Mal | here. One of his entities does. The other person is
Jerry Katzoff. Their other holdings I'"'mnot famliar wth.
| note that they're nostly what | know is on the east cost.
| know Jerry is from New Jersey.

CHAl RVAN WREN:  Ckay. Any other comments?

Ms. Martin?

MEMBER MARTIN:  No. Thank you. Sorry.

CHAI RMAN WREN:  Denni s.

MEMBER MESERVY: My bi ggest concern here is |
think it's -- and | think you already nentioned the

obsol escence, econom c obsol escence. And, you know, right
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now i f they use what we determ ned years ago, it's like 14.3
percent is what they added. Wen |I'm seeing what happened
with the casinos is 60 but we're saying don't use them but
' m t hi nki ng sonmewhere between |ike 25 and 50 based on j ust
what |'ve heard and seen or |'ve understood here. And then
when you take in to consideration, which | understand these
nunbers a little nore, but | think that we should | ook at
t hose indicators on the incone approach. |I'mnot sure |'d go
with the incone approach, but | also think that that hel ps me
understand that there definitely is some econom c
obsol escence that we should be encountering. I'mthinking it
could be 50 percent. If it was 50 percent then it would be
14-m | 1ion-581, 89 or sonething |ike that.

Wien | see what's going on in those areas,
can't imagine that it's only 14.3 percent economc
obsol escence. So that's where |'mgoing. There's sonething
wong wth that. So it's got to be a | ower nunber in ny
opinion. |'mnot an appraiser though.

MEMBER JOHNSON: My only response to that woul d
be "'mworried that the county when they canme up with the 30
mllion dollar replacenent cost knew that they were already
trying to give the benefit of the doubt to the property owner
there and that they may not have classified stuff to the
level it was at. It may have gone to | ower classification

| evel s because we have the original construction cost at
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87,500,000. And that's a real nunber. W' ve got testinony
that that nunmber could have been artificially high alittle
bit because the devel opers were new to the area, they got

t aken advantage of. But it's not 30 mllion. |It's sonmething
probably a | ot closer to that 87-five. And when you take
87-five, you take 87-five to 25 mllion, that's already 70
percent and that's a true reflection of the economc

obsol escence and that's very simlar to what the casi nos have
t hen brought down in the area. | think the average was 65 or
66 percent on the table that was presented by the petitioner

CHAI RVAN WREN:  You know, Ben, | got to tell you,
| got a whole lot nore gray hair than you do. | actually
have nore hair than you do.

MEMBER JOHNSON: Yeah, | don't have any hair. |
was asking ny wife last night if | should cut nmy hair and she
said, you don't have any hair left.

CHAI RVAN WREN: Exactly. Don't cut it.

I"'mfamliar with sone of these entities, with
t hese devel opers as many of the devel opers around the country
of this magnitude and nobody took advantage of them It
didn't happen. It still gets to the point that, you know, |
don't know which nunbers are right. You know, the fact that
t he assessors are relying on what we said just wasn't a good
answer. It is not a good answer. But |I'mnot sure that

there's a better answer. | think if there's a better answer
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then | think Keith hit it on the head that if they're
carrying these on their books at 30 mllion dollars, then 30
mllion dollars is the right nunmber. Not 12.

MEMBER MESERVY: | can tell you from an
accountant's standpoint, that's historical cost, a nethod --
it's a nethod that has nothing to do with fair market val ue.
| can tell you right now |[|'ve done a lot of this and it has
nothing to do with those values. So taking that nunber off
t he bal ance sheet would be a wrong decision in ny opinion.

MEMBER JOHNSON: Isn't there an inpairnent test
t hough that you're supposed to take in to account so if you
know t he assets were significantly |ess you' re supposed to
t ake an inpairnent charge?

MEMBER MESERVY: You don't do that on -- It
depends on what you're trying to value. But generally
speaki ng, that's not the case.

MEMBER JOHNSON: That's not? Ckay.

CHAI RVAN WREN:  You know, we al ways have a
situation or we have the ability to order in additiona
information to help us nake a decision, which |'ve been
talking to counsel about a little bit. And |I'mnot sure
exactly -- I'"'mnot sure the information is out there. |
guess in a perfect world if we had the ability to do this |
woul d say both sides go out and hire an appraiser expert in

val uing bal |l parks nationally with a national reputation,
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stipulate to that individual and that appraisal and live with
that nunmber. That woul d be probably the best way to handle
this. |I'mnot sure we have the ability to do that.

But al ong those lines of thinking what
information can we order in if in your mnds that would give
us the right nunber. You know, | don't think -- At the end
of the day if you read all the transcripts and all the
information as far as what the cost of this is, Marshall &
Swift is the nunber you' ve got to start with. That's what
the assessor has to start with. The one and a half percent
depreciation is by | aw what the assessor has to deal with by
statute, and | don't have any problemw th any of that.

The question is what is the -- how do we get to
the true depreciated anount? What is that depreciation and
what can we order in to give us instead of us just com ng up
with a nunber again to give us an answer that really we can
hang our hat on.

MEMBER MESERVY: That goes back again to this
DRC, depreciated replacenent cost. Tell ne again, isn't that
what the Marshall & Swift depreciation is off the original?
| need to understand.

CHAI RVAN WREN: \What page are you on?

MEMBER MESERVY: Oh, what was it? 233 or
sonething like that. 212.

MEMBER HARPER:  213.
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MEMBER MESERVY: 213. \Were it says 29, 163,779
and then they took this obsol escence of
seven-m | lion-nine-something to come to this 25 mllion. And
what |'msaying is | thought that was the Marshall & Swift is
the 29,163,779; is that correct? That's ny understanding.

MEMBER JOHNSON: My understanding is the 31
mllion dollars is Marshall & Swft and then statutory

depreci ation of a percent and a half gets to the DRC nunber

of 29-163.

MEMBER MESERVY: Exactly. And that's what |'m
trying to say. So that doesn't -- the 29 mllion doesn't
count. | think we can all say that's a nunber that we should

be able to agree on, but as far as before the economc
obsol escence. And if so, tone it still goes back to what is
t he econom c obsol escence. And that's a wide area. And I'm
seeing things like on 22, was it, where they're show ng what
was goi ng on downtown with other -- again, it's casinos but
it's still to me means that when they're all in the sixties
and seventies and eighties and we're saying this is an
i ncrease of six percent or whatever it showed, to ne it shows
that we're not even close to reality when it cones to the
econom ¢ obsol escence. So anyhow, that's all 1'm saying.
Thi s doesn't make sense.

CHAI RMAN WREN: Wl |, our decision still has to

be predicated on the testinony that's been given. Did the
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t axpayer prove their burden for their value? D d they prove
their value of 12 mllion? And did the assessor prove their
val ue of the 25 mllion?

MEMBER MESERVY: And what |'msaying is it's a
ot closer to the 12 based on what |'msaying. But |I'm
comng off 14-five, but that's just, you know, what |'m
t hi nki ng. Nobody here seens to agree. | don't see the
nunbers even close to the 25 is the reason. But that's just
what |' m seei ng.

CHAI RVAN WREN: Ckay. Well, we have one of two
choices. |1'd entertain a notion. |If there's not a notion,
then everything wll die of lack of a notion and stay as is.

MEMBER HARPER: |'ll make a notion. | nove to
uphol d the assessor's taxable value in Case Nunber 14-139 of
25, 600, 000 based on the information provided on SBE-211 to
218. And | guess nmy comment would be is | really, I
attenpted and | just cannot recreate this mllion dollars NO
or EBITDA that the taxpayer has presented and | feel like the
assessor's office is reflecting econom c obsol escence
significantly enough off of the original total construction
cost. So that would be ny notion.

MEMBER JOHNSON: | will second that.

CHAI RVAN WREN:  Di scussi on?

MEMBER JOHNSON: The one thing | want to add is |

do feel like the burden is on the petitioner to disprove the
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assessor. | don't necessarily agree with sone of the things
the assessor did. As | sit here, | have no clear
justification for a value other than what the assessor did.
There's so many different things noving around here and
nothing clearly was proved up and there's so nmany | oose ends
that | don't feel the petitioner carried their burden.

CHAI RVAN WREN: So basically what you're saying
is if the petitioner conmes before us again they m ght want to
bring a professional valuation?

MEMBER JOHNSON:  Yes.

CHAI RVAN WREN: Ckay. Further discussion?
Seeing none, all of in favor say aye.

MEMBER MARTI N:  Aye.

MEMBER JOHNSON:  Aye.

MEMBER HARPER:  Aye.

CHAI RVAN WREN: Aye. (Opposed?

MEMBER MESERVY: Nay.

CHAI RMAN WREN: Motion carries. Thank you very
much. Thank you for your tinme. Let's take a ten mnute
br eak.

(Recess was taken)

CHAI RVAN WREN; Terry, if you could call the next
case, please.

M5. RUBALD: Yes, M. Chairman. What 1'd like to

do is the Departnment of Taxation has two cases that are, both
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stipulations and the first one | would like to call is
14-119, it's mning property and it has to do with the
property of US CGeothermal |ncorporated. And if | could
direct your attention to page 573 of the record for that
particul ar case, you will see there that the stipul ated
revi sed taxable value is, after exenption is $29, 986, 859.
And the parties have stipulated to that amount and woul d
request your approval of that stipulation.

CHAl RVAN WREN:  Ckay. Any questions? O | would
entertain a notion to accept the stipulation as interpreted.
MEMBER MESERVY: On 14-119, so noved.

MEMBER MARTI N:  Second.

CHAI RVAN WREN:  Di scussi on?

MEMBER JOHNSON: My only comment is thank you for
getting together with the parties and being willing to work
with them | really appreciate that. And thank you to the
party as well, even though they're not here.

CHAI RMAN WREN:  Furt her discussion? Seeing none,
all in favor say aye.

(The vote was unaninously in favor of the notion)

CHAI RVAN WREN:  Qpposed? The notion carries
unani nousl vy.

M5. RUBALD: M. Chairman, I'd like to call the
next one out of order. It conmes fromsection J, direct

appeal s of net proceeds of mnerals certification pursuant to
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NRS 362. 135 for the 2013-13 unsecured roll. The case nunber
is 14-386. The conpany is Veris Gold USA, Incorporated. And
the departnment is the respondent.

In that case al so we have cone to a stipul ated
agreenent which you can see at page eight of the record. And
the net proceeds original certification was 7,311,052. And
we are stipulating to a zero certification.

CHAI RVAN WREN: Do you have any comments?

M5. RIGBY: Yes. M nane is Sharon Ri gby,
R-i-g-b-y. I'mthe taxpayer's representative for Veris Gold.
And | just wanted to thank the departnment for | ooking at our
evi dence and considering it and agreeing to the stipulation.

CHAI RMAN WREN: Ckay. Thank you very nuch.

M5. RUBALD: M. Chairman, | should note for the
record that this stipulated agreenent will still be subject
to audit |later on down the road.

CHAI RMAN WREN: Ckay. Motion.

MEMBER JOHNSON: On Case 14-386, | nake a notion
t hat we accept the stipul ated agreenent.

MEMBER MARTI N:  Second.

CHAI RVAN WREN:  Di scussi on?

MEMBER MESERVY: |s that going to be subject to
the audit still? 1Is that what we're saying?

MEMBER MARTI N:  Yes.

CHAI RVAN WREN: All those in favor say aye.
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(The vote was unaninously in favor of the notion)

CHAI RVAN WREN:  Qpposed? Mbtion carries
unani nmousl y.

Next case, pl ease.

M5. RUBALD. M. Chairman, going back to the
regul ar order of the agenda, going back to Section E,
heari ngs on cases remanded fromthe court. And the first one
there is a remand fromthe district court, Departnent Nunber
31, Case Nunber A633811, C ark County Nevada and the O ark
County Assessor versus the State Board of Equalization, Sun
Cty Sunmmerlin Community Association, Richard Post and Masako
Post, setting aside the state board's previous decision and
remandi ng for further proceedi ngs consistent with the Nevada
Supreme Court's order of reversal and remand, Case Nunber
60776 dated March 25th 2014.

CHAI RVAN WREN: Ckay. Thank you. First of all,

M5. BUONCRI STIANI: As Terry stated, these are on
remand fromthe district court and the Suprenme Court. The
district court stipulation and order states, whereas the
Suprene Court on March 25th 2014 filed its order of reversa
and remand reversing the district court's order denying
petition for judicial review and remanding for further
proceedi ngs and whereas the parties agree the proper course

of action is to grant the petition for judicial review by
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setting aside the previous decision of the State Board of
Equal i zation and remanding to the SBE for further proceedings
consistent with the Nevada Suprene Court's order of reversa
and renmand.

Now therefore it's stipulated and agreed the
district court hereby entered its order granting the petition
for judicial reviewin that the SBE s previous decision on
review and is hereby set aside and the matter is renmanded for
further proceedings consistent with the attached Supremne
Court order and the order -- It is further stipulated and
agreed the order the status check set for the 29th was
vacat ed.

And the Supreme Court order states that in
determning the full cash value, the state board focused on
t he marketabl e val ue of the inprovenents given the
restrictions on the |and and did not discuss the other
approaches to valuation. Finding there was no market abl e
value, it is assigned a nom nal value w thout considering
whet her the repl acenent cost given depreciation and
obsol escence of the inprovenent still had val ue.

In doing so, it failed to recognize that the
i nprovenents may still have significant taxable val ue, even
if the and does not. And also failed to give due
consideration to the statutes and regul ati ons, nethods of

finding taxabl e val ue.
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The state board clearly erred by ignoring the
ot her workabl e val uati on nmethods and i nstead sinply assigning
a nom nal value to the inprovenent based on the presence of
restrictions on the land. Wile the inprovenents may or may
not be worth the 19.5 mllion dollars the assessor assigned
under the statute and regul ations, neither are they reduced
to a nom nal value solely by the presence of restrictions on
t he | and.

Therefore, we order the judgnent of the district
court reversed and remand this matter to the district court
for further proceedings, which the district court has done.

CHAI RVAN WREN: I n other words, the Suprenme Court
agreed with Chairman Wen in that case, | mght point out.

Ckay. So identify yourselves pl ease.

MR. SUSA: Jim Susa representing Sun Gty
Summrerlin and M. and Ms. Post.

CHAI RVAN WREN: Hol d on one second. Did you
actually call 10 377 or just the remand?

M5. RUBALD: | just called the remand. Wuld you
like ne to call the group one?

CHAI RVAN WREN: Yeah. Because we really don't
need to do anything with the remand until we get in to the
cases. And do we need to -- I'msorry. Do we need to
consol i date some of these cases?

MS. RUBALD: Well, we have different
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representatives for the different groups.

CHAIRVAN WREN: Is it all the sane question? So
if we make a decision on the first one, we're going to carry
it through different years?

MR JOHNSON: M. Chairman, it's different years.

(The court reporter interrupts)

MR, JOHNSON: Paul Johnson representing the
assessor's office. The difference is in the evidence. In
the first year there was evidence given and in the subsequent
years they brought in the appraisal. There was no apprai sal
inthe first year. And also in the first year, of course,
you've had a full year and nade a decision. And in the
second year, you admitted all the evidence but didn't nake a
decision. And then in the third year, there was no evi dence
presented. You just were hol ding everything even before you
got to the evidence. So the question is -- | think that it
really ought to be handl ed separately.

CHAl RVAN WREN: | agree. So go ahead and cal
Case 10-377, please.

MEMBER JOHNSON: M. Chairman, if we can, | would
just hate to make a decision in the first one if we l[earn
sonet hi ng subsequently that changed our opinion. So would we
have the ability to go back if we felt it was appropriate and
revise an earlier decision we |earned sonmething froma

subsequent petitioner that alters our opinion?
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M5. BUONCRI STIANI: Each year in tax is taken on
its own and so you heard each of these years independently.
My legal advice is to take themindividually and see what
happens year by year and see where you are and then listen to
the parties to see what their opinion is. But you have in
front of you just the information for the year '10, which is
the remand itself and it was remanded. So | woul d hear that
because that's what the Supreme Court order is addressing.

MEMBER JOHNSON:  Thank you.

MR SUSA: M. Chairman, the case that's been
called is 10-377.

CHAI RVAN WREN:  Hasn't --

MR, SUSA: Is 10-379, they're going to be called
t ogether? They're both the samne.

M5. RUBALD: Yes.

MR, SUSA: Ckay.

CHAI RVAN WREN: Terry, call the cases.

M5. RUBALD: M. Chairman, from Section F, G oup
1, Case 10-377, Richard and Masako Post. |It's residential
property. The O ark County assessor is the respondent.
Along with that is Case Number 10-379, Sun City Sumrerlin.
It's residential property. Again, the Oark County assessor
is the respondent.

CHAl RVAN WREN: Okay. Let's go off the record

for just a second.
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(Di scussion was held off the record)

CHAI RVAN WREN: Ckay. Thank you. We're back on
the record. W have previously heard this case and we
re-reviewed it, so we don't need to hear the entire case
again. It basically boils down to the assessor had a val ue
on those inprovenments, the petitioner said it had no val ue.

So what |1'd |like you to do if you could is kind
of recap your argunments and your positions w thout hearing
the whole case if that's fair. GCkay. So go ahead and
identify the properties, please.

And when you briefly give us the informtion,
refer to the record where information is to support either of
your sides if you would, just for the record. Jeff.

MR. PAYSON: Yes, M. Chair. Jeff Payson for the
Clark County Assessor's Ofice. Wat we have --

CHAI RVAN WREN:  Thi s one shoul d worKk.

MR. PAYSON. Wiat we have here in this particular
case is five conmunity comon el enent parcels in Sun Gty
Summrerlin. They're identified as Parcel Nunber 13817311001,
Mount ai n Shadows, with a taxable value of 4,906,000. That's
t he assessor's taxabl e val ue.

Pi nnacl e Conmunity Center, Parcel Nunber
13723510001, with a taxable value of 6,071, 836.

Desert Vista Community Center, Parcel Nunber

13713613003 with a total taxable value of 6,131, 898.
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Sun Shadows Conmunity Center, Parcel Nunber
1381716 -- I'msorry -- 616001 with a taxable val ue of
2,179, 097.

And finally, H ghland Falls Comunity Center,
13818110064 with a total taxable value of 265, 107.

And these are all community centers or utility
buildings in the Sun City Sumrerlin all owned by the Sun City
Sumerlin Conmunity Associ ation.

| don't know if you want or it would be
appropriate for me to tell you at this point how we val ue
them or just an introduction.

CHAI RVAN WREN:  No. But that's what | want you
to do. | need to give the petitioner, Janes, his first but
that's exactly what | want for the record.

M. Susa.

MR. SUSA: Thank you, M. Chairman. Jim Susa for
the record, attorney and accountant. So the Suprenme Court's
decision, and I'mgoing to focus on page six. First |I would
be remss if | didn't congratulate M. Johnson for the 7-0
shel | acki ng he gave nme at the Suprenme Court |ast year.

But page six of the analysis states that finding
there was no marketable value, it, referring to the state
board, assigned a nomi nal val ue w thout considering whether
t he repl acenent cost given depreciation and obsol escence of

the inmprovenents still had val ue.
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To me this is essentially why we're here today
which is to follow the Supreme Court's order to use
repl acement cost and consi der depreciation and obsol escence
on the property to determine if it has value. That is
consistent wwth the NRS 361.227, paragraph 2-B, which as |
think was read in the case before ours, any inprovenents nade
on the land by subtracting fromthe cost of replacenent of
the inprovenents all applicable depreciation and
obsol escence.

The assessor has taken the Marshall & Swift
repl acenent cost for the four clubhouses and the mai ntenance
facility which conprised the five parcels and has used the
1.5 percent per year as depreciation. Now, that nunber may
or may not reflect the actual depreciation on the property
itself. W don't know. But we do know that the assessor
t ook no obsol escence adjustnent to those values. So these
are the full values. On the case we just heard where
bel i eve there was a depreciated value of the one nunber and
then the assessor noved it down to another nunber in
recogni tion of obsol escence and the board affirmed that
nunber. There's been no recognition of any obsol escence
her e.

So to ne, what the Court is telling us is that we
can start with the cost nethodol ogy but consistent with

Nevada | aw and wi th apprai sal techni ques and term nol ogy, we
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have to | ook at whether there's any econon c obsol escence on
the property, in addition to if there's any additiona
depreci ati on.

So in that regard, obsol escence often is
cal cul ated by using different nethodol ogies. But the end
result is to try to find what the value of the property is.
It's no surprise. This is a unique property. This is not a
residential property or office conplex. This is a clubhouse
in a planned comunity. So as you woul d suspect using a
nor mal apprai sal technique may not work very, very well. W
don't have conparabl e sales and we don't have any inconme from
the property to provide to you, nor did | obtain an appraisa
on this property as | did on the next two cases that wll
cone before you.

So what we have then is the effect of the |lega
restrictions as to the use of the property. The Court noted
and the assessor agrees that the legal restrictions on the
use of the property produce an al nost nom nal or zero val ue
on the property land itself.

The problemhere is that they then take the ful
val ue of inprovenents. So there's a bit of an inconsistency.
There is no obsol escence to land. There's only market val ue
for land. But there's obsol escence to inprovenents. And the
| egal restrictions here create a situation where the

property's use may only be for certain purposes. And those
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certain purposes do not have a | ot of econom c value to
anybody.

And as a result, if those legal restrictions are
sufficient enough in scope to in the assessor's mnd drive
the | and val ue market to al nost zero, then they al so, and
it's our argument, have sone inpact on the inprovenents once
they're constructed. Cbviously the inprovenents are
constructed consistent with all legal restrictions on the use
of the property, whether those are inposed by the devel oper
under the CC&Rs or they're inposed by governnental entities
such as the county or the city council in doing different
things. So all of those as enacted upon the property val ued
its use and the actual use is consistent with all of those
restrictions.

So our argunent here today is that the | ega
restrictions do have an effect on the obsol escence of the
property itself. And because these properties were built
consistent with all of those legal restrictions they have
very | ow value. The Court was very distressed, as you can
tell fromthe decision, that the discussion going at |length
on a nunber of things.

But | would like to point out for this board's
benefit that in footnote nunber three on page seven where the
Court commented that it seened to -- the board has an

erroneous belief that the values of the inprovenents is
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absorbed by property taxes on individual homes. Actually the
board got that right and the Court got that wong. Since the
Sun City Summerlin case was decided back in the day, Nevada
has enacted a statute, NRS 361.233, which does shift the
taxes that will be due on the value of these clubhouses to
t he i ndi vidual hone owners.

So -- But again, this is an exanple of there were
a lot of comments that were made in the discussion process
and the Court didn't quite think that there was unanimty in
t he thought process as to howthis value was arrived and it
was very difficult for themto affirmthat val ue on appeal

So what | would ask to you do is to take sone
time to tal k about the inpact of the |legal restrictions and
how t hose i npacted the proposed use and then the actual use
of the property, and as the property is actually used on the
val uati on date, determ ne that econom c obsol escence on the
i nprovenents for the property, render a fairly mniml val ue
because they are pervasive, just as they were pervasive
enough to drive the | and value down to a dollar or zero or
what ever nunber the assessor put on. And at that point to
arrive at a full cash value for each one of those parcels
consistent with the econom c obsol escence and depreciation
det erm ned under the cost nethodol ogy.

As a final note, also in NRS 361.227, even though

t he assessor is supposed to take in to account depreciation
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and obsol escence, under paragraph five, any person
determning the value, if the taxable value exceeds full cash
val ue under paragraph B can | ook at the sunmation of the
estimated full cash value of the |and, which the parties
agree is zero, and the contributory val ue inprovenents. It
woul d be our argunment that the contributory val ue

i nprovenents here is mninmal due to the various restrictions
as to their use. And even if the obsol escence doesn't get
you there, under 5B you have the ability to | ook at the
contributory value and still place a rather m nimal val ue on
the actual inprovenents, in addition to the | ow val ue already
established on the land. And that's all that | had.

CHAl RVAN WREN:  Okay. Thank you. So | mmke sure
| don't mss anything here. What is your evidence to dispute
t he assessor's assunptions that they have exceeded full cash
val ue?

MR. SUSA: The evidence that the assessor's
ori gi nal valuation takes no obsol escence adjustnent to the
property. Their valuation of the I and on the parcels does
take a significant reduction to the |and value for narket
conditions caused by those sane |l egal restrictions. So we
bel i eve the assessor erred in being inconsistent on
determ ning a value for the inprovenents as having
obsol escence, due to those restrictions when they saw that

the land had a significant reduction in value. So it's the
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i nconsi stency of the assessor in their original actions.

And then the other evidence is the | ega
restrictions fromthe CC&Rs created the easenent on these
properties. | would also point out that as part of the
record the assessor produced an aerial photograph of each one
of these properties and that it noted that the zoning on each
one of those aerial photographs was PC, which was pl anned
community. And | would ask you to take notice that planning
conmuni ty usage designation has significantly limted
possibilities. And the clubhouse fits in those
possibilities. But only the other public type use facilities
which fit wwthin that zoning as well.

CHAl RVAN WREN:  Okay. Thank you. Questi ons.
kay. Let's go to the assessor.

MR JOHNSON: | would Iike to just read a couple
of statenents fromthe Court's opinion for enphasis. This is
on page two of the Court's opinion at the top. The state
board refuted the valuation nmethods set forth by the statute
and therefore erred in reducing the taxable value to a
nom nal value. So the Court wants the state board to follow
t he valuation nethods in the statute, which we all know are
t he i ncone approach, the cost approach and the market
approach. In this case the incone approach and the market
approach don't nake any sense because there is no market for

this kind of a property and there is no incone because it's
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an offer of profit.

And then on page five of the Court's opinion,
al though the assessor nust consider legal restrictions in
apprai si ng approved | and, those restrictions mght render
| and val uel ess for tax purposes. |Inprovenents on that |and
may still have substantial value even if neither the | and nor
t he i mprovenents woul d have val ue on the open market. So the
Court distingui shes between valuing the I and and val uing the
i mprovements. Wth restrictions on the land, sure, that's
going to affect the value of the land. You can't use this to
build a casino. You can't use this land to build anything
other than pretty much what's on there. So the land itself
is restricted in its value. But restrictions on the |land do
not in any way inpact the value of the inprovenents.

| mprovenents are being used exactly for what they
were built to be used for. They're a recreation center.
There's nothing wong with these i nprovenents. There's no
evidence that this place is dilapidated and it's not being
mai nt ai ned properly. In fact, the CC&Rs require it to be
mai nt ai ned properly. And so this idea that sonehow
restrictions on the land affect the value of the inprovenents
has been repudiated in the Suprene Court's opinion.

Continuing on, in the recreation center case
which we cited favorably in Sun City Sumerlin, the Arizona

Suprene Court recogni zed the inherent problemin relying only
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on market price to determ ne taxable value, as taxes are
based on full cash value and market price does not
necessarily equate to that full cash value. And that's where
the board went wong on its previous decision. Al they were
worried about is nobody would buy this because you can't mnake
any noney on it.

But that's not how you're supposed to get to the
value. This is a special purpose property. And the
| egi sl ature recogni zed that sonetinmes that market what people
would be willing to buy it for has nothing to do with what
it's worth for people who actually owmn it and is using it.

And then the Court says that our value simlar to
Nevada, Arizona statute lists options for determ ning val ue
i ncluding the cost approach. This inclusion of several
nmet hods of val uations suggests that our |egislature
contenpl ated a scenario where property nmay not be val uabl e on
t he open market yet would still be valuable to the owner and
have significant taxable val ue.

The owners out there, |I'msure they think that
their property is worth a ot nore than $500 a parcel. |
nmean, they probably pay nore than that in their dues every
year, each one of them

And then NAC 361.631 | think is particularly
i mportant because that, actually it's not a Nevada Tax

Comm ssion regulation. It's a State Board of Equalization
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regul ation. The state board interpreting the statutes passed
a regulation to all the county boards, here are the things
you can | ook at to determ ne whether the taxable value is --
exceeds the full cash value. And in that statute, one of the
things they said was you | ook at the value of the |and and

t he depreciated replacenent cost of the inprovenents. And
that's exactly what the assessor has done in this case. They
| ooked at the value of the |and and set that at a zero val ue.
And then they | ooked at the depreciated replacenent cost of

i nprovenents and set that at the appropriate val ue.

And there's no evidence in this record. There's
no incone test. There's no conparable sales test. There's
no test. They don't even have pictures of derelicts hanging
around the buildings like the last case. And so Sunmerlin is
surely not an area that's in decline. Summerlin is one of
the highest rent areas in the whole county, if not the whole
state, maybe, excluding Incline Village.

And then the Court goes on and says that the NAC
allows full cash value plus depreciated repl acenent cost to
constitute market value. Inportantly, neither statute nor
regulation limts the full cash value to the market price.
And then they go on and say on page six that the board failed
to recogni ze that the inprovenents may still have significant
t axabl e value even if the |and does not. And also failed to

gi ve due consideration to the statutes and regul ati ons and
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nmet hods of finding taxabl e val ue.

And then while they don't express an opinion as
to what taxes are worth, they say they may be worth the 19
and a half mllion the assessors said.

They go on to say, it's clear that the |and
i nprovenents are not reduced for nom nal value solely by the
presence of restrictions on the land. So there's this
separation. Restrictions on the |and affect the | and val ue
but they don't affect the inprovenent value. Inprovenents
are still being used exactly for what they were intended to
be used for, being maintained and operated and they're
probably worth every bit of that value that the assessors put
onit. And there's no evidence of any kind in this record
that points to any kind of obsol escence out there of any
nature that |I'm aware of.

Al so, the reference to the transferring of the
val ue, that was in reference to a fornmer board nenber saying
that he believed that in fact all of the value in these -- in
the conmon areas is reflected in the value of the homes. The
homes are worth nore, therefore we're not really |osing any
tax because of whatever the failure to put any tax on the
I nprovenents.

But the Supreme Court has held in the previous
Sun City cases and again in this case that that is an

erroneous conclusion and it is not the law, that in fact the
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val ue of the homes and the value of the common areas is
totally separate. They basically have nothing to do with
each ot her and whatever the value of the honmes is doesn't
make any difference as to how you val ue the common ar eas.

You can't say, well, all that value, the 20 mllion dollars
it cost to build these things is sonehow reflected in the

val ue of the hones. That's not the case and you can't assess
it that way. You have to look at what this is in value
separately fromthose hones.

And | think that the -- Did you want to say
sonmething? So that's the bottomline. | nean, the only rea
evi dence followng the statutory nmethods in this record is
t he assessor's cost approach. At the last hearing there was
no di scussion by the other side as to any evidence that, oh,
yeah, there's obsol escence here. Al they were worried about
was the market. All they ever tal ked about is you can't sell
it, you can't sell it, you can't sell it. It has no value on
the market. And the Suprene Court has repudiated that and
said it doesn't matter whether it has any val ue on the market
or not. It still has value to the people that own it and use
it. Just because | can't sell sonmething doesn't nean it
doesn't have any value to ne. And that's the value that's to
be taxed here.

CHAl RVAN WREN: Let's go off the record for just

one second.
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(Di scussion was held off the record)
CHAl RMAN WREN:  Jeff.

MR PAYSON. Thank you, M. Chair. | just wanted
to say that as you were happy that the Suprene Court
supported you in this decision, we were al so happy that the
Suprene Court |eaned our way in this. |It's always nice to
have the highest court | ook favorably upon the way you were
doi ng t hings.

So with that said, what | wanted to do maybe is
for the whole norning on the comon elenents tell you how we
go about val uing those and how they're all ocated and how t hat
devastation that M. Susa tal ked about affected the way we
change that and allocated these. It m ght becone inportant
when you go to make a deci sion on these as we nove forward.

CHAI RVAN WREN:  And if you woul d, would you

reference the case law that you're foll ow ng al so, the

statute.
MR PAYSON: (On?
CHAl RVAN WVREN: On why you val ue themthis way.
MR PAYSON: 361.233 | believe is the statute. |
know the law. | don't know the citations. In any event,

what happens with conmon el enment properties, we are to
apprai se those as we woul d any other property, but what that
| egislation has said that we nust do is then not apply any

tax value to the common el enent parcel itself. So those
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parcels that | read off at the beginning introducing this,
t hose cl ubhouses, those parcels actually don't have a taxable
val ue on that. You |l ook up, it says zero.

What happens is you take that value and you
allocate it to all the community units within that
devel opnment, if you can establish who those conmunity units
are. In this case there's 77 -- 7800 community units that
that value fromthese five parcels and they each get one
portion of that, straight line portion of that from each of
t hese different val ues.

And that's why -- We didn't tal k about it, but
the other case that was called is the Masako Post, Masako.
And that is one of the parcels that received one of those
allocations and that's why it's included in this.

Theoretically, and I don't know how it would work
legally, 1I'Il let everyone else work that out, but if you
were to make a reduction on those, on the inprovenents on the
comon el enments that we have allocated, you would have to
remove that allocation or reduce it or increase it or
what ever you want to do to each of those 7800 comrunity units
within that comunity. And that's the way all the comon
el ement parcels are handled in the state, based on that |aw

In addition, |I think it mght be inportant, and
don't know why | think it m ght be inportant, but you

probably shoul d know that the case that you deci ded that
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reduced that to the 500 per unit was actually, the decision
was stayed. So that reduction was never made based on a
court stay. And so that should have never been done. |It's
still sitting out there at the value that we had it on at.
So you m ght need to consider that when you start making any
deci sions you m ght want to nake.

CHAI RVAN WREN: Ckay. And go ahead and correct
me if I"'mwong, but fromnmenory that the whol e argunent was

whet her or not you had to or were supposed to tax these

properties. And what the |law says is that you assess -- Not

tax, | apologize. That you assess all inprovenents; correct?
MR. PAYSON:. It actually -- | don't believe it

differentiates land and inprovenents. It just says we can't

assess the property to the conmon el enent.

CHAI RVAN WREN: Right. And a |ot of the
di scussi on back and forth last tinme was whether or not if
t hey had val ue whether or not you assessed it and whet her or
not it was attributed sonme place else. | don't renmenber any
di scussi on about obsol escence depreciation or anything in the
| ast hearing. But it was just a matter of whether or not you
assessed them they had that value you assessed or they had
no value at all

MR. PAYSON: You know, that was a |long tine ago.
| don't -- Maryann has reviewed these docunents in nore

detail than 1. | don't know if obsol escence was used. |
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think that the way the board was kicking around their
di scussion, it was kind of inplied, if not discussed
specifically. But as M. Johnson has said, no evidence was
ever supplied fromthese years on any obsol escence.

CHAI RVAN WREN:  Correct.

MR. PAYSON: And M. Susa's statenent that we
have to apply obsol escence is not really true. W have to
| ook at and see it and try to cal cul ate an obsol escence. But
if it's not there, it's not there. |If it can't be
cal culated, we can't calculate it. But it doesn't nean that
every parcel out there gets obsol escence just because they
want us to look at it.

CHAI RMAN WREN: And it's the burden of the
t axpayer to prove that you're wong, which is why I'm
bringing this up again. Because it was tal ked about before.
| just want to nake sure | recollect that correctly.

MR, JOHNSON: It was nentioned briefly, but there

really was no extensive discussion. In ny reply brief | cite
to the transcript fromthe previous case at page 212, lines
four through 14. | believe it was Richard Stewart testified

that he had consi dered obsol escence and didn't find any.
CHAI RVAN WREN: Mary. Go ahead, Jeff.
MR PAYSON. That's all | had.
M5. WEIDNER | just want to add that --

(The court reporter interrupts)
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M5. VEEIDNER: It's Maryann Wi dner,
We-i-d-n-e-r. Beyond the statutory depreciation that was
appl i ed based on the age of the property, so there was sone
depreciation, which is wi thout any additional obsol escence
bei ng on that.

CHAI RVAN WREN: Ckay. Questions?

kay. M. Susa.

MR. SUSA: Thank you. Well, a couple things.
First, there wasn't a lot of discussion of obsol escence at
the first hearing because we didn't have a Suprene Court
ruling which said by the way if you're going to use the cost
approach you shoul d | ook at obsol escence and depreciation.
So because we're here on renmand, we're now tal ki ng about
obsol escence. And the only proof of obsol escence in the
record is the decline in the value of the property due to its
[imted uses. | think the term special purpose or speci al
use property, special purpose property, | wote it down, was
used and that was also used in the first hearing today. |
don't know that that would apply to these particular
properties because the fact that they are other uses that
could be used in their legal restrictions were changed.
These were built essentially as mni health clubs and could
be converted to such use. M understanding, a specia
pur pose property, and I'm not an apprai ser and |'m not

certainly going get in trouble for trying to testify as one.
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CHAI RVAN WREN:  Good i dea.

MR, SUSA: Excellent. |Is that they have a one
and only as nmuch as a baseball stadium it would be like the
one and only. And so that may not be true in this case.

"1l leave that to your sound wi sdom But even if you do
have a special purpose property that placed that genera
direction to use the cost nethodol ogy and the cost

nmet hodol ogy again fromthe appraisal standpoint needs to | ook
at both depreciation and it needs to | ook at any functional

or econom c obsol escence.

And | think the Supreme Court decision said you

shoul d have done that back in the day, 2010. You didn't.
And we're certainly ordering you to do it now And so as a
result, any decision of this board should be using the cost
nmet hodol ogy. But when doing so | ooking at depreciation and
obsol escence.

| just wanted to clarify nmy comment earlier. It
was on footnote nunber three where we tal ked about the taxes.
And that's actually consistent with M. Payson's testinony.
Once the 19.5 mllion dollar value was assigned to the five
parcel s, about $2600 was divvied up to each one of the 7800
home owners, including M. and Ms. Post. And so when they
got their tax bills, they got their land, their inprovenments
and their share of the common area, the 2500 bucks worth, and

they paid their taxes on that.
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When we went to district court, both parties had
asked the judge to hold off on issuing the many refunds that
woul d have been due based on the state board' s decision
because it was a trenmendous burden on the county to refund
7800 different honmeowners. We wanted to see what the courts
had to say. So as an accomodation, the taxpayers agreed to
stay that ruling, so it wasn't a ruling on any nerits.

So where we are today is that the Court has said
pl ease use the cost nethodol ogy or sonme other recognized
nmet hodol ogy and reasonabl e cost net hodol ogy. And
depreci ati on and obsol escence are a factor. And if | had an
appraisal, it would probably go down that road, but | don't
have an appraisal in this case. Thank you.

CHAl RVAN WREN:  Okay. So | asked you this
earlier and I'"'mgoing to ask again. | agree with what the
Court said that the cost needed to be used and the cost
needed to be adjusted for depreciation and obsol escence,
which is the testinmony of the assessor's office that that's
been done. So what is your evidence to show us that they
have exceeded full cash value predicated on the anal ysis?

MR, SUSA: Ckay. And our evidence as found in
the brief, we have SBE pages 13, which is citing to cases
that are decided in other states, that recognize that
obsol escence exists on these type of properties in addition

to what Arizona, this Court recognized.
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By the way of clarification, as the only Arizonan
in the room |I'msorry, M. Kelly, he's here today too.
Arizona's Suprene Court remanded the recreation center case
back down to the trial court. W don't know what the tria
court did after the Suprene Court remanded it back down. But
t here was obviously sone ruling. There was never a second
recreation center case, so apparently they dealt wth it
bel ow.

But shortly thereafter, the Arizona |egislature
sinmply ended this discussion by placing a $1, 000 val ue on al
common areas wWithin planned conmunities in Arizona. As | sit
here today as an Arizona |licensed attorney, | can tell you
it's worked pretty well. There is not any di sputes anynore
as to what these values there are. So that's a |legislative
process. | understand we're not in the process of
| egi sl ative hearings, so that doesn't matter.

But in other states we have rulings where they
have | ooked at the sane issue and decided that there should
be little or no value to these because of their unique
position as easenents burdening the properties for the
benefit of all the homeowners. And easenents is not a brand
new concept. It goes back centuries. And you can have
benefitted and burdened easenents and this is a property
whi ch has a burdening easenment on it because it's required to

do certain things by a | egal docunent and only the people who
CAPI TOL REPORTERS (775) 882-5322

87




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

are benefitted by that can change that.

And so our argunent is the evidence is the |ega
restriction in the record and the CC&Rs creates those little
easenents and the easenent reduces the value of the property
and it doesn't really matter if it's the land or the
i nprovenent because the easenent covers both. So that's what
| have.

CHAl RVAN WREN:  Okay. Questions? OCkay. | wll
cl ose the case then. Take it under advisenent. | might as
well rem nd you guys that | disagreed with the decision | ast
time. And the big question was -- Keith, | guess you weren't
here. The big question at the tinme was whether or not by |aw
t he assessor was supposed to val ue these properties. And
that's really what the whole argunment came down to i s whether
or not they should even value them And what the | aw says is
that the assessor in every county will assess every parce
and every inprovenents on the parcel. There wasn't any
di scussi on about obsol escence or depreciation or anything
that | remenber fromthose hearings.

So with the Court remanding it back to us, we had
that testinony. And |'ve asked tw ce now for any evidence to
show that the assessor has exceeded full cash val ue.

(Recordi ng came on over tel econference)
CHAI RMAN WREN: So leave it up to where you guys

want to go. But | don't see any evidence that shows that the
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assessor has exceeded full cash val ue.

MEMBER JOHNSON: | tend to agree wth you,

M. Chairman. And what | was |ooking at here is this is
alnost -- this is essentially in preference to each

i ndi vi dual property, you have the right and obligations that
come with the recreational facilities. And end of the day is
you don't test for econom c obsol escence on an individual
bui I di ng conmponent. I1t's not like --

CHAI RMAN WREN: Hol d that thought. Do we need
who ever just went away? |Is it germane to anybody besi des
us? It's on the record.

M5. RUBALD: | think that was just a tel ephone
connection in case anybody needed to call in.

CHAl RVAN WREN:  Okay. Sorry. Go ahead.

MEMBER JOHNSON: My understandi ng of the econom c
obsol escence after replacenent cost |ess depreciation plus
land is you go and you | ook at the overall property val ue and
test against market to nmake sure it's not too high. You
can't go test video on a conmponent. Say | put in a sw nmm ng
pool, | can't go say well, that swnmmng pool is only worth
half and they take half the value even though the |unber in
nmy house actually went up. You can't start piecing it out
i ke that and that's what worries me here with one small
aspect that we're piecing sonething out where clearly they

spent in this case 19 mllion or nore building this, the
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buil ders are looking for a profit, that value just can't
evaporated rate. And if we are charged with assessing and
not making sure that there's a taxable value on there, |

t hink that we have to go down that route. And | intend to
agree with what you're saying that if we believe we're
supposed to nmake sure it's on the rolls, then it should be on
the rolls and we have no evidence of econon c obsol escence.

CHAI RVAN WREN:  Okay. Denni s.

MEMBER MESERVY: Didn't we have sone noni na
val ue on that? Again, we were saying, you know, on the | ast
one zero and then sonehow | was arguing that there's going to
be some value to that.

CHAI RVAN WREN: Wl I, we put $500 or sonething
i ke that and the Suprenme Court said w ong.

Kei t h.

MEMBER HARPER: Being newto this, | guess the
only thing | can add after reviewng all the docunents and
cases and things is | guess I'"'mhaving a little bit of an
i ssue with taxabl e val ue because of that adage cost doesn't
necessarily equal value. And yes, | recognize that there was
obvi ously cost involved in building these recreational
centers, but | don't see how that necessarily creates val ue
per se.

Again, in ny wrld as a real estate appraiser,

yeah, | mean, | know we have val ue and use and different
CAPI TOL REPORTERS (775) 882-5322

90




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

things and | know that these facilities provide anenities to
the property owners and the residents in Sun Gty Sumerlin,
but 1'mjust having a hard tinme understanding or getting ny
m nd w apped around why is it just the cost, why is that
equal taxabl e value, because in ny opinion | think there is
sonme obsol escence, not necessarily econom c but just
functional. | nean, they serve, these centers serve a
function of providing neeting places and anenities, but |
don't know how that equals full cash value of just hundred
percent construction cost |less the depreciation of 1.5
percent per nonth.

CHAI RVAN WREN:  And | don't necessarily disagree
with everything that you said. But first of all, you have to
kind of take off your appraiser hat sonetines and | ook at
what the |aw says. And what the | aw says is that the
assessors are to assess each parcel in the State of Nevada
that depreciated cost predicated Marshall & Swift plus the
mar ked val ue of the |and, which froman appraisal's
st andpoi nt has nothing to do with value from our appraisa
st andpoi nt .

So in this case what the assessor has done is
said okay, | have these inprovenents on this parcel and here
is what Marshall & Swift says they're worth and here is what
t he depreciation by law that they have to apply to it. And

don't disagree, but maybe there's sone other, sone other
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obsol escences that need to be attributed to that. But it's
the taxpayer's burden to bring that information to us to show
where the assessor went wong, not necessarily for us to do
it.

If the taxpayer cane up and said, here's ny
apprai sal, here's nmy proof of obsol escence, here's why it
can't be worth that full cash value, we would | ook at that.
But they haven't done that. So in the case before us right
now on all of these is we need proof that the assessor has
exceeded full cash value predicated on, by |law, how they have
to assess these properties.

MEMBER JOHNSON: And | agree with what you guys
are saying. But aren't we -- the way it's being done at the
end of the day, the assessor still goes out and tests their
total val ue against the market. So we're going to capture if
there is econom c obsol escence. W're going to capture that
or other types of obsol escence by the conparable sales. And
we don't go on an individual building conponent. | can't go
put a swi nm ng pool in nmy house and go get an appraisal as if
it didn't have a swmmng pool and as if it does have a
sw mm ng pool, cone in and say | just want economc
obsol escence on the swnmm ng pool in ny house. |It's tested
on the aggregate overall basis and that's what we're getting
to here.

And ny opinion is, is that recreation center
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worth the cost to build it? |Is that its value? | have no

clue. But we're going to find out overall for each

i ndi vi dual house how nuch depreciation should -- or how nuch
econom ¢ obsol escence exists with the conparable sales. It's
atest. And that's why we have that test. | haven't seen it

applied to individual building conmponents or individual
appurtenance to the property.

CHAl RVAN WREN:  Ai | een? Denni s?

MEMBER MESERVY: | think | need to hear nmore from
you all because | can tell you I can cone to reasoni ng under
accounting terns. But this appraisal part. | thought we
made the right decision, but it sounds |like we didn't. So
I"mstill having a hard tinme understanding how to cone up
with the right way to show that functional obsol escence.

MEMBER HARPER: You can't hear fromne. |'m not
wearing my appraiser's hat.

MEMBER MESERVY: (Good to hear that. By the way,
| heard Ben's got a | ot of accounting so he's got sone
classes in there so he can conme up in those ranks.

CHAI RVAN WREN: Ckay. Let me read this in to the
record, And while actually tal king about this. [|'mreading
from 361. 2275, that says the conputed taxable val ue of any
property nust not exceed its full cash value. Each person
determ ned the taxabl e value of property shall reduce it if

necessary to conply with this requirenent. A person
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det erm ni ng whet her taxabl e val ue exceeds that full cash

val ue or whet her obsol escence is a factor in valuation may
consider, A, conparative sales based on prices actually paid
bet ween mar ket transactions, which can't be the case here, or
B, which is | think was the testinony, a sunmation of the
estimated full cash value of the |and and contributory val ue
of i nprovenents.

It says the county assessor under CA -- kay.
That's not germane. So it still gets down to the point by
| aw regardl ess of an appraisal standpoint what another val ue
m ght be, okay. The assessor has to val ue these properties.
And that was the big debate last tinme, whether or not they
wer e supposed to be assessed or not. And the Supreme Court
says yes they have to be assessed. The assessor has
testified that they've assessed them and they have
depreci ated according to | aw and have found no evi dence of
econom ¢ depreciation. And the taxpayer has not brought us
any evidence or proof of obsol escence. So that's where you
are today.

MEMBER HARPER: And not trying to be
argunent ati ve, but what you just read and what | keep falling
back on is contributory value. | nean, taxable value has to
be based on some sort of contributory value. And is it, you
know, these buildings just because they cost X anount to

build, is that the neasure of, quote, contributory val ue?
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And | have a difficult tine with that.
CHAI RVAN WREN:  Yes.
MEMBER MARTIN. M. Johnson, | forget --

Never m nd.

CHAI RVAN WREN: Ask ne the question.

MEMBER MARTI N:  No, no, no.

CHAI RVAN WREN: Ask nme the question. | closed
t he case.

MEMBER MARTIN: | know you have. But | just
want ed - -

CHAI RVAN WREN: Ask ne the question.

MEMBER MARTIN: The question was that | just
wanted himto repeat his opening statenent. | don't -- |

believe once if | heard M. Johnson correctly, and maybe |
didn't, if | heard Jeff correctly, maybe | didn't, if |
didn't hear M. Susa correctly, it was just that opening
statenment said that we are charged by court order to do A B
Cand DO So | don't know where all of the ebb and fl ow of
assessnents and non-assessnents and anything el se comes in to
that. Because we've been nmandated by the Court in a certain
way to do a certain thing, period, if I've heard that
correctly. And I may not have heard it correctly. So please
correct ne if I'm w ong.

CHAI RVAN WREN: | think you're correct and

think we are in a deliberation right now as to either uphold
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t he assessor's reconmmended val ue or uphold the taxpayer's
predi cated on the evidence the taxpayer has presented that
t he assessor has exceeded full cash val ue.

I'"'mtelling you ny opinion that regardless if |
agree that there should be additional depreciation, that has
to be predicated on the testinony and evi dence provi ded by
both sides. And I"'mnot seeing it. So it's, again, ny
recomrendation in this case to uphold the assessor's
recommrendati on of taxable val ue.

MEMBER MARTIN:  Thank you.

CHAI RVAN WREN:  You're wel cone. Ckay. W'Ill go
off the record for just a mnute.

(Di scussion was held off the record)

CHAI RMAN WREN: So again, |I'Il just rem nd you
guys what happens when we nmake decisions or don't nake
decisions. Qur original decision has been set aside, which
neans that it's gone, okay. So this was a -- an appeal from
the county board and we made a decision that's been set
aside, so it all goes back to what the county board's
decision was. So if we don't have a notion today, then
basically from ny understandi ng what happens is we go back to
the county board's decision, which was to uphold the
assessor, okay.

So having said that, | will entertain a notion.

MVEMBER JOHNSON: | will make a notion in Case
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10- 377 that we uphold the County Board of Equalization's
deci sion, as we haven't been presented with any evi dence
t oday of econom c obsol escence in this case.

CHAI RMAN WREN: Do we have a second? Ckay.
Hearing no second, | close this case and we'll take a short
recess. Thank you very nuch.

(Di scussion held off the record)

CHAI RMVAN WREN:  |'m going to reopen the |ast case
that | closed to nmake sure that there's no additional notions
that would like to be made in Case Nunber 10-377. There was
a notion to uphold the county. There was not a second. That
notion dies for |ack of a second. Wuld anybody else like to
make a notion? Seeing no other notions, | close the Case
10- 377, okay. Thank you.

(Recess was taken)

CHAl RVAN WREN: Let the record reflect that
M. Harper is not present wth us, however, we still have a
guorum so we will proceed with business.

Call the next case, please.

M5. RUBALD: M. Chairman, this also cones from
group one in Section F. 1'Il call the two cases from 2011
They are 11-446, Richard and Masako Post, and 11-454, Sun
City Sunmerlin Comunity Association. And Cark County
assessor is the respondent.

Per haps before we go on, | just wanted to clarify
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that | had called 10-377 and 10-379 and so the -- there was

no notion and it applied to both of those cases; is that

correct?

CHAI RMVAN WREN:  That is correct.

MB. RUBALD: Ckay.

CHAI RVAN WREN: Ckay. So you've called 11-446
and 11-4547?

MS. RUBALD: Yes.

CHAI RVAN WREN:  And are those both common area
cases?

M5. RUBALD: Yes.

CHAI RVAN WREN: Ckay. ldentify the property,
pl ease.

MR. PAYSON: M. Chair, Jeff Payson for the Cark
County Assessor's Ofice. | don't knowif you want me to

read the same parcel nunbers again, but what we have is the
sanme parcels and the same community unit parcel and it's
basically the same information. It's the next year.

CHAl RVAN WREN:  So we'l |l transfer all that
testinmony in to this testinony?

MR. PAYSON. For the nobst part, yes. W m ght
have sone additional things, but | believe the petitioner has
sone nore information that we mght need to tal k about al so.

M5. BUONCRI STIANI: So the information fromthe

prior hearings, the case nunbers --
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M5. RUBALD: Case Nunbers 10-377 and 10-379.

M5. BUONCRI STIANI: WIIl be incorporated in to
this record. |s that acceptable to both parties?

MR, JOHNSON:  Yes.

MR SUSA: Yes.

MR, PAYSON. The only thing that | would say,

M. Chair, is that the actual values that | stated m ght have
changed a little bit based on the replacenent cost and the
depreci ati on.

CHAI RVAN WREN: That's fine. You can suppl enent
anyt hing you want w thout having to repeat everything you
said. We would will incorporate in to this record al so.
kay. So was this case argued |ast tine?

MR JOHNSON: Last tinme there was a discussion as
to whether you wanted to hear it or not because of the
pendi ng court case on the first one. And what you did, you
took the testinony and evidence but you didn't make a
deci si on.

CHAI RVAN WREN:  Correct.

MR, JOHNSON: And actually consolidated these two
cases with all of the others, where they junped in in the
second year. There's a bunch of others.

CHAI RVAN WREN:  That was ki nd of ny questi on.
I'mtrying to figure out how to consolidate this because |

guess when we nake a decision on this one it would nore than
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likely be the sane decision on the other ones?

MR JOHNSON: | don't know. | nean, the
situation, the only thing that's different in the 11 year is
t hat you have an appraisal fromM. Mrse, but he only
actual |y apprai sed one community center in one community, but
they all wanted to get the benefit of that sonehow. So
don't know how you apply that to every other comunity.

CHAl RVAN WREN:  Okay. |'mnot sure we are. So
to keep this sinplistic, let's work on, let's just go with
the two cases that have been called. W incorporated all the
prior testinmony fromthe previous cases in to these cases.
And if you can identify these properties, please.

MR SUSA: He's done that.

CHAl RVAN WREN:  He did? GCkay. You're on.

MR SUSA: Al right. So let's go slow here.
|"monly representing the first two fol ks and so |I' m not
representing the other fol ks, okay.

And secondly, we had a hearing back in 2011 and
there was a transcript that was sent to nme on Tuesday about
the hearing that we had in 2011. And | reviewed the
transcript. And frankly, it was nore el oquent than anything
|"mgoing to say here today. So as a result, | know that
there's sone new board nenbers and they nmay have questi ons.
| brought ny witness and the county brought their w tnesses

as wel | .
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And so what | was hoping to do in the interest of
not having a really I ong hearing and m ssing nmy 4:00 o' cl ock
flight was to just build on this and sinply address the
Supreme Court decision as it maybe pertains to this and then
| et the board nenbers ask questions. But |'mnot going to
redo everything that | did in this transcript because it's
already there. |Is that acceptable, M. Wen?

CHAI RMAN WREN: | think so. So hopefully what
you're saying is you would like to have M. Mrse recap his
testinmony as to the valuation and his determ nation of
depreci ation.

MR SUSA: Sure. | think that's doable. If
peopl e have some questions about that, but he can give a
short summary of that. We don't need to go through the
guestion answer, question answer because that was all done
earlier. And | hope you had a chance to read it because it
actually went pretty well.

But | would like to then again with just the
Supreme Court's decision and how this case is different than
the one you just heard. Even though the sane properties are
invol ved, there's sone differences. And the differences are
that we have a Suprene Court decision that cane out in the
interimand that decision talks about what it is that needs
to be proved to get a reduction in value fromthe taxable

val ue established by the assessor to a full cash val ue.
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And in the earlier hearing there was sone
di scussi on of exactly what we're trying to do here. And
M. Johnson nmade a comment that | found intriguing and a
thought a little bit about it during the break. These
parcels, all the ones that are being appeal ed, the parcels
have | and and i nprovenent values on them \at we're not
trying to do is find a value for the inprovenent. W're
trying to find a value for the parcels as a whole. And as a
result, the assessors put 19.5 mllion dollars on the parcels
as a whole and we're asking you to reduce the 19.5 mllion
dollars. There's no real roomto nove down on | and because a
t housand dollars is zero. And so that's why we focused on
the i nprovenments only in that process.

Secondly, the assessor has done their statutory
val uation nmet hodol ogy. And in that nethodology they are to
det erm ne whet her any depreciation or obsol escence exists in
the inmprovenent. And our argunent in the apprai sal and what
was testified to earlier is that econom c obsol escence
exi sts.

One of the reasons that there's a faint glinmer
of hope for ne in this case is that on page five of the
Suprene Court decision, the | ast sentence begins, "Thus where
there is no usable evidence of the price a property would
fetch on the open market, the board should consider the other

nmet hods listed including cost and depreciation to determ ne
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t he market value and full cash value of the property.”

VWll, in the first case that led to this
deci sion, there was no appraisal by an appraiser providing
evi dence of the price that a property would fetch on the open
mar ket. So the Court said then you' ve got a problem That
probl em shoul d be renmedied in both this case and the next one
where we have an apprai sal of what the property would fetch

M. Johnson has alluded to it that this is an
apprai sal of one clubhouse. But what you're going to see is
the basis for the appraised value is the descriptions as to
use of the property and the econom c obsol escence of the
parcel s thensel ves, the inprovenents on the parcels
t henmsel ves. And that same restriction as to use is also
present in all the other four parcels that were not appraised
by M. Mrse. And so we're going to nake that argunent that
what ever val ue determ ned based on the appraisal for equity
and conformty purposes should al so be placed on the other
four parcels because they have the sane factors determ ning
what the value is. So that's all | wanted to say about the
Suprenme Court case.

And M. Morse, because we've already got your
testinmony in here, which the board has had access to and
you' ve discussed in here, both the statutory and the cost
approach to value, can you just give a summary of your

appr ai sal which begins on page 139 of the SBE record in Case
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11- 454 where you arrive at a value of $1,000 for the Desert
Vi sta O ubhouse.

MR. MORSE: Yes. Good norning, M. Chairnan,
Menmbers of the Board. My nane is Tinothy Mrse, Mo-r-s-e.
|"ma certified general appraiser in the State of Nevada,
| icense nunmber 0005. |'m also a designated nenber of the
Appraisal Institute with an MAI designation. |'ve been
active as a real estate appraiser in the Las Vegas area for
over 40 years.

| would like to start with basically wal king
t hrough sone of the points of the appraisal report which
did at the first hearing, and that was the first portion of
t he anal ysis was of the highest and best use and | began with

what was legally perm ssible. And on page 32 of the

appr ai sal --

CHAI RVAN WREN:  SBE nunber, pl ease.

MR, SUSA: We're going to have to roll down here
qui ckly, but just give us a second. W'Il|l get down here.
174 per Ms. Weidner who is very good at these things. [|I'm

reachi ng across himso he can't see.
CHAI RMAN WREN: Are you in 11-445?
MR. SUSA: 454. And it is SBE-174, as
Ms. Weidner said.
MR MORSE: And so what | discussed was that the

Desert Vista Community Center, that's the only property that
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| appraised within the Sun Gty Sumerlin cases here. It's
subject to the CC&Rs for the Sun City area as well as the set
of devel opnent standards that were approved by the City of
Las Vegas. And | cite to certain sections in there, and you
can read those, within the CC&Rs that every owner or |icensee
or other nmenbers of the association has a non-exclusive right
and easenent of enjoynent in and through the common areas
subject to certain provisions. And Article 4, Section 1
addresses the | and use classifications, which include single
famly, cluster residential, apartnment, devel opnent,
commerci al use, general office, association use, conmon
areas, religious use, utilities, general public use as well
as golf course use.

Section 2 addresses the age restriction that's
pl aced upon these properties in that the residents within Sun
Cty shall be, at |east one person has to be at |east 55
years of age and no person under 18 years of age is able to
reside within this residential community.

The non-excl usive easenent includes the clubhouse
and requires the association to naintain the cormmon areas for
that use. There are other restrictions on the conmon area to
serve the benefit of the residential owners nust be
mai nt ai ned for that purpose, as discussed previously.

MR SUSA: M. Mrse, let me kind of junp in here

because | know that the board has had an opportunity to
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review this and has the transcript fromthe prior hearing.
So let me just ask you a few nore focused questions to nove
t hi s al ong.

What nethod did you use to value the clubhouse
and why did you choose that nethod?

MR MORSE: Well, there's typically three
approaches to val ue, the cost approach, incone and sal es
conpari son approach. And the clubhouse is a rather unique
property that doesn't really fall within typical appraisa
net hodol ogy to be valued. | base that upon ny experience as
an appraiser, as well as being on the board of equalization,
the Cdark County Board of Equalization and when we al ways
anal yze property tax bills that are brought before us to
address the taxabl e assessed val uation that the assessors
pl ace on the property, does that exceed full cash value or
mar ket value. And it's ny opinion that full cash value is
the same as market val ue.

CHAI RVAN WREN: Let ne interrupt you for just a
second. | need to take care of sonmething, so we're going to
take a short break.

(Recess was taken)

CHAI RVAN WREN: | apol ogi ze for the interruption.
Cont i nue.

MR SUSA: Thank you, sir. M. Mrse, we were

goi ng through your nethodol ogy for val uing the cl ubhouse and
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you were tal king about the specific nethodol ogies that were
possi bl e. But what mnethodol ogies did you choose and why did
you not choose ot her nethodol ogi es?

MR MORSE: Well, | primarily relied upon mny
prof essional judgnent in determining that this property that
IS no economc utility because of all of the restrictions
pl aced upon it deed wise with the CC&s as well as with the
restrictions fromthe community standards that are in place
from Sumerlin, that the property has very limted or no
mar ketability and there are no potential buyers for this
property in the market and therefore then | concluded that it
had no econom c utility and nom nal val ue.

MR. SUSA: Wuld this be the sane net hodol ogy
that you would use if you were to appraise a park or a
sw mm ng pool ?

MR. MORSE: Yes, | have reappraised severa
public facility properties in Cark County and pl aced a
nom nal value on sonme of the simlar properties that the
airport has deed restrictions on. They have very little or
only nom nal value and that's the sanme anal ysis that was
utilized in this appraisal.

MR, SUSA: And were those appraisals in the other
cases, were those type of properties utilized for certain
pur poses?

MR MORSE: Yes.
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MR. SUSA: What were those purposes?

MR, MORSE: Well, the airport appraisals were
used to transfer ownership fromthe viewrestricted
properties to private enterprises or to take them out of
private ownership and put themin to the airport's ownership
so that there would be no residential devel opnent constructed
on them because of the change in the flight, the way the
airplanes took off. So there was a change in the noise
deci bel areas and then those properties couldn't -- weren't
suitable for that use any further

MR SUSA: M. Mrse, in this case on this
particul ar parcel, the assessors determ ned that the market
value for the land is zero. Do you agree with that figure?

MR MORSE: Yes. |In essence the nom nal is next
to zero, one dollar would also be a nomnal figure. So yes,
| agree with that.

MR, SUSA: And why would the | and be val ued so
little?

MR MORSE: Because what | have indi cated about
the deed restrictions and the limted use and the limted
mar ketability of the property and that there are potentially
no buyers for this property if it were available on the open
mar ket because of the deed restrictions.

MR. SUSA: The apprai sal says 48,673 square feet

and the assessor has placed a value in excess of six mllion
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dollars on the inprovenent. Do you agree with that figure?

MR, MORSE: No.

MR SUSA: Way?

MR MORSE: | don't think that it takes in to
consi deration the obsol escence that this property has and
because of the deed restrictions.

MR, SUSA: Okay. NRS 361.2275(B) states that one
met hodol ogy for a person determ ning a taxable val ue exceeds
full cash value is to | ook at the summation of the estinmation
of full cash value of the |and and contributory val ue of
i nprovenents the assessor has determned, that the full cash
value of the land is a dollar, to which you agreed. Wat do
you believe to be the contributory value of the inprovenents?

MR MORSE: Well, it would be the difference
bet ween what | placed on the value, the nom nal value of a
t housand dollars total. You can allocate it any way you like
for land at a dollar and $999 for the inprovenents or just a
total of a thousand dollars nom nal overall

MR SUSA: Al right. You nentioned that in
determ ni ng your econom c obsol escence that you | ooked at the
three legal restrictions or the sources for those
restrictions. D d those sane |egal restrictions apply to the
ot her three clubhouses and the maintenance facility that are
owned by the Sun Gty Sunmerlin Association that are also the

subj ect of this appeal ?
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MR. MORSE: That's ny general understanding. |
did not do an appraisal of those particular properties and |
haven't revi ewed those docunents in that context.

MR. SUSA: If you were asked to do an appraisa
of those properties, would those be relevant to determ ning
val ue?

MR MORSE: | think that woul d be sonething that
woul d wei gh substantially in the analysis, yes.

MR SUSA: Ckay. | don't really have anything
else for M. Mdirse. He testified extensively in 2011. | did
want to make him available to the board nenbers who were not
there. | hope M. Harper is going to be okay. But if others
had questions for himnow.

CHAI RVAN WREN:  Any questions? | have a couple
but I want to hear fromthe assessor first, so let's go ahead
and go to the other side.

MR, JOHNSON: | guess I'Il go first and then the
deputy assessor. | just go back to the Suprene Court's
opi nion that the reason that the state board erred in the
previ ous case was that it reconputed the val uati on nethods
set fort in the statute and reduced the taxable value to
nom nal value. The Suprene Court said that nom nal val ue was
clearly erroneous and that you should be follow ng the
statutory net hods.

W just heard M. Mdrse say that he equates
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mar ket value with the full cash value. And the Suprene Court
sai d several tinmes that market value and full cash value are
not equivalent, that you need to look at all of the tests in
the statutes and the regul ations and come up with a val ue.
And the value in use to this honeowner m ght have nothing to
do with the market value, which is the only test that

M. Morse applied.

At SBE-185 in his summary in conclusion, he says,
there are three approaches which may be used to devel op an
opi nion of value for a property, the cost approach, the
i ncome approach and the sal es conpari son approach. And then
he proceeds to not use any of them He uses his professional
judgenent and just says, well, | don't think it has any val ue
because parks and things |ike that don't have any val ue, so
therefore this privately-owned and controll ed property should
not have any val ue.

The statutes and the regulations are pretty
clear. Your regulation which you pass which tells the county
board how to apply that statute when they're |ooking at what
is the market val ue says in subparagraph two, this is NRS --
NAC 361.631. One of those nethods is you | ook at the ful
cash value of the land plus the depreciated repl acenent cost
of any inprovenents. And the idea that these inprovenents
have sonehow just because they happened to be used for

recreation centers they've got 99.9 percent obsol escence or
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depreciation, that doesn't even nmake any sense.

And | would also point out in the briefs that
were filed in this case --

CHAI RVAN WREN:  I'msorry. Wile you're there,
what nunber was that?

MR JOHNSON: That's -- Which one? NAC?

CHAI RMAN WREN:  Yeah.

MR, JOHNSON: NAC 361. 631.

CHAI RMAN WREN: Ckay. Go ahead.

MR JOHNSON: The briefs that were filed in this
matter previously, M. Susa makes the follow ng argunent on
his introductory brief, at page eight of the brief, he says,
given the limted potential uses and financial feasibility
anal ysi s was conducted that concluded that has no econom c
utility. This was because it -- operations nust goes on a
non-profit basis for the benefit of the residents and
therefore there is no potential for a positive return. So
basically he's saying because they're not going to make any
noney on this it has no val ue.

The Suprenme Court and the Court's -- the
recreation center case repudiated that and said it's fal se,
that's not the way we val ue property for taxes. And then in
his reply brief, he again says the Mrse apprai sal approaches
t he val uation problemfroma market price and conpetitive

sal e approach, which our Suprenme Court has said in its order
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is not the way you're supposed to do it. You're supposed to
| ook at all of the nethods in the statutes and regul ati ons
and you're supposed to conme up with a value and that val ue
cannot be nomnal. Basically they said that's error, that'
clear error.

And even though you m ght, sone of you m ght
think you got it right the first tinme, the Suprenme Court
doesn't think so. They think you got it wong the first tine
and that you should be putting a real value on these things
to what they're really worth to the owners

The appraisal that you have in front of you is so
ridiculously lowthat I'msure they pay a |ot nore than that
for their insurance on these properties. And he's telling
you that they're not worth what they' re paying for the
i nsurance. That would be a surprise to the owners out there.
Wiy are we paying for insurance on this property that has no
value? It's just totally wong.

He's followed the nethod that was used in the
first Sun City case that you heard in 2010, which was
basically because it can't be sold it doesn't have any val ue.
And that is error. That is clear error according to the
Nevada Suprene Court.

Also in the previous Sun City case, this is found
at SBE-347, this is the material that was presented to the

County Board of Equalization. Back in the original Sun Cty
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case in the 1990s, that was remanded back for further
val uation based on the Suprene Court's order. And the
testi nony there on page SBE-347, this is Case Nunber 454, is
the next to the |ast paragraph. On May 14th 1999, the state
board heard the renmanded cases and | owered the | and val ue by
25 percent to recognize the restrictions on use and left the
i nprovenents at full taxable value |ess depreciation.

So these argunments that we're hearing about these
i mprovements are not worth anything, that they're 99.9
percent reduced in val ue because they happen to be used for
recreation is bogus. The Suprene Court rejected that inits
order. And if you nake a holding along those lines, they're
going to reject it again. Now l'll let the assessor talk.

MR PAYSON. Thank you, M. Chair. Jeff Payson
for the Cark County Assessor's Ofice. | just wanted to
make a few statenents about how we val ue these properties.
We valued themthe sane this current year that we're tal king
about as we had in the prior year

| wanted to talk a little bit nore about the
obsol escence piece of this. As nobst of you know up there,
there's really three bits of depreciation in obsol escence.
There's physical depreciation, which is covered off
presumably by the one and a half percent as it was in the
bal | park case this morning. And | was so hoping soneone

woul d say in the ball park, but they never did.
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And then we have functional obsol escence, which
is the second conponent of the depreciation and obsol escence.
And | have to disagree with M. Harper. And unfortunately
he's not here, or maybe fortunately he's not here to argue
with ne. But | believe that there is no functiona
obsol escence. There is no dimnishnent. These are
recreation centers. That's what they're used for. As a
matter of fact, they're quite nice recreation centers. So |
don't believe there's any functional obsol escence associ ated
wi th those inprovenents or | and.

And the third would be the external. The
external would be kind of a two prong. It would be the
econom c, which | think none of us could conme up with a way
to do economi c obsol escence on these properties. | believe
even M. Morse's appraisal he states that there are no
econom cs to anal yze for obsol escence. And thirdly,
ext ernal .

Well, there is no real external obsol escence on
these. As far as the econom cs of the surrounding
properties, there was no dimnishnment. W did analyze the
i ndi vidual comunity units, the houses in that area, for the
tax year and there was no di m ni shnment, no obsol escence was
applied after the analysis to those houses for the nobst part.

The other thing | wanted to tal k about, and

M. Susa actually nade an excellent point, yes, you don't
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hear ne say that very often. 1In this case he did and when he
tal ked about the property as a whole conbining the | and and
the inprovenent value, if you' re going to | ook at applying
obsol escence, you need to |ook at the total value of that
property. And they made a big issue about the | and being at
zero. Well, the land is at zero because the restrictions and
easenents, and | know | and doesn't necessarily depreciate.
But as in the ballpark case, taking that |and down to zero
has certainly incorporated sonme of the obsol escence to the
overall part of that property. You just can't say this
obsol escence and we're just going to take it all off the
I nprovenents.

M. -- Menber Johnson also stole a little bit of
ny thunder earlier, because | was going to tal k about a
swi mm ng pool on ny house. You can't carve out sonething and
say, well, | can't sell this swmmng pool in ny backyard,

|"mnot going to use it so it's got obsol escence. You have

to look at that property as a whole. You can't parse that

out and say this particular little piece has obsol escence.
Let's talk alittle bit about the zoning. There

was sone discussion about this PC zoning. Wll, PC zoning is

applied to this whole master planned community. It's a

pl anned community zoning. There is a couple of little mni

mal I's right across the street fromthese. QGuess what?

They're zoned to PC zoning. It doesn't prohibit you from
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putting what you want on there. You m ght have to go back to
the zoni ng board or conm ssioners or whatever, wherever you
have to go, but PC zoning itself does not nean it has to be a
public facility. There's hospitals. There are religious
facilities. There's all kinds of things that are all zoned
PC. So that really not really rel evant.

CHAI RVAN WREN: Can | interject a question there?

MR, PAYSON:  Sure.

CHAI RMAN WREN: Because this has conme up often
Zoning is not relevant at all because you have to appraise it
to its existing use regardless; isn't that correct?

MR. PAYSON:. The highest |egal use, correct.

CHAI RMAN WREN: Okay. Go ahead.

MR PAYSON. And that was my point is the highest
legal use isn't as a public facility.

CHAI RVAN WREN:  Ckay.

MR. PAYSON. Because PC zoning does not nean
that. "Il let -- | think that's all | had on this, unless
you have sonme questions. But I'll et Ms. Weidner nmake a few
coment s al so.

CHAI RMVAN WREN:  Ckay.

M5. VEIDNER: | just want to nake a few comments
on M. Morse's appraisal. On page SBE-180, he tal ks about
functional utility. And | know we've already tal ked about we

didn't include any functional obsol escence, these properties
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have been maintained, they're not in decline, the honmeowners
continue to pay their honmeowner's association fees and the
properties are maintained in a very good use. And he even
comented and said the subject --

(The court reporter interrupts)

M5. VEEI DNER: The subject inprovenents appear
functional for their intended use as a community center that
has been designed for residential use within the Sun Gty
master plan community. So, you know, it is a concern when we
| ook at an apprai sal because we do | ook at appraisals that
are brought to our office and try to put weight on them if
we agree with the final conclusion. But in this instance
t here was not anything even to anal yze.

He even states on page SBE-185, there are three
approaches which may be used to devel op an opinion of val ue
for a property. M. Johnson already alluded to it. He says
here the cost approach, the incone approach and the sales
conpari son approach. The final opinion of value is the
result of reconciling value indicators placing the greatest
enphasis on both of those found to be nost relevant in the
val uation process.

| haven't heard M. Mrse testify nor have | seen
anything in this appraisal that says what nethodol ogy he did
use to cone to the conclusion beyond his expert opinion. And

though | respect his expert opinio, | don't think that the
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assessor's office if we were valuing properties and we | ust
said, well, this is just based on our expert opinion and we
had no evidence on the record that that would fly with the
conmunity or with this board.

| would Iike to al so reference the LCB because
think one of the hang-ups with this | think the board has is
that they think that there's double taxation. And
M. Johnson has already tal ked about the fact that there was
a case back in 1997 that went to the Supreme Court that they
specifically said that common el enents valued in a separate
val ue, there was not double taxation that existed. And then
we had NRS statutes that were witten and then we had
regul ations that were witten. And in between that back in
2006, and I'mgoing to read directly from an opi ni on by
Brenda Aerdose that says --

MR, SUSA: Is this part of the record fromthe
case bel ow?

CHAI RMAN WREN: Is it?

M5. WEIDNER It m ght have been alluded to.

MR. PAYSON:. | believe M. Mrse was testifying
earlier about some obsol escence to airport parcels that |
don't believe were in the record either.

MR SUSA: Well, | think M. Mrse testified that
the county and state boards before and he can testify as to

anything that's an appraisal. |I'ma little nervous about
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docunents being pulled out of a folder for the first tine and
presented wi thout nme ever seeing themwhen we're sitting here
at the state board.

CHAl RVAN WREN: Let's go off the record for a
second.

(Di scussion was held off the record)

MR. SUSA: The conclusion reached in this
paragraph is what we had testified to earlier about
all ocating the value of the clubhouses to the individua
residences, so | don't knowif that's what she was trying to
get at, but we had already testified to that.

CHAI RVAN WREN: So you have no opposition to --
or objection to her reading this in to the record?

MR SUSA: No.

CHAI RVAN WREN: Ckay. Go ahead.

M5. WEIDNER: So this is an opinion by Steve
Coburn, principal deputy, l|egislative counsel. 1In
concl usi on, based upon the applications, it was after they
had done a | ot of dialogue on the regs and the NRS, he says,
based upon the application of the common rules of statutory
construction to the provisions of paragraph A, subsection one
of NRS 361.233, it is the opinion of this office that NRS
361. 233 does not provide an unconstitutional exenption from
ad val oremtaxation for the common el enent of a common

interest community, but rather requires that the anount of
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those taxes attributable to the value of those common
el ements nmust be allocated to and assessed upon the
i ndi vidual community units in that community.

And though M. Susa here is saying, well, he
doesn't disagree with that, they want to reduce the property
to a value that reflects sone kind of excessive exenption,
that's the way | would actually put it because | think the
obsol escence that -- what they're trying to call obsol escence
| ooks nore to nme |like an exenption. Because when you lay it
all out and you distribute that anong 4,000, 7,000 sone odd
parcels, we're tal king about a very mninmal val ue per parcel,
| think it's like a dollar or sonmething or one cent. So |I'm
sayi ng that.

And then | also want to reference 361.233 that
al so states, and I'm quoting from Section 1A \Well, 1.

“"Not wi t hst andi ng any ot her provision of |law, any ad val orem
taxes or special assessnents assessed upon any real property
within a common interest property nust be assessed upon the
conmunity units and not upon the conmon interest conmunity as
a whole."

And then it further states that the taxable val ue
of that conmunity unit and a percentage of the taxable val ue
of all the common el ements of that common interest community
which is equal to one divided by the total nunmber of the

comunity units.
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So I"'msaying all of this to say if the
| egi slature and the LCB and the Suprene Court had felt that
we needed to put a mnimal value or no value on these
parcels, why would we have all of this legislation witten
for us to distribute it? Wy would we wite legislation to
distribute a thousand dollars in value? That doesn't nake
sense to ne.

| understand the argunent about obsol escence and
we' ve done our best to establish that through our
depreciation. And we have no other better nmethod to go by.
And so | understand the concern of the board with regard to
t hat .

But | just wanted to restate that based on what
the statutes are trying to do, what the LCB is interpreting
themin doing and the way the regulations were witten, it
just seens like a ot of extra work and adm nistrative cost
to distribute something that they had i ntended there to be a
val uation there to begin with, not sonething that was goi ng
to be al nost conpletely exenpt and then distribute sonething
much | ess than that.

CHAI RVAN WREN: That's the right question, the
right building, the wong day.

So I"'mtrying to -- |'ve been racking ny brain,
whi ch is hard these days, to renenber exactly the NRS that we

were referring to in the original case that basically says
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that the assessor has to assess every parcel to be approved.

MR SUSA: Well, the assessor, it's in 260.

Yeah, they have the obligation to provide a value each year
for every parcel of property. And they've done their duty in
pl acing the value on all the parcels, including the five that
have we have contested here.

CHAI RVAN WREN: Wait a minute. They're still on.
| was just kind of asking --

MR SUSA: On, all right.

CHAI RVAN WREN: But | appreciate that.

M. Johnson, that was kind of the answer.

MR JOHNSON: | can't tell you the statute
nunmber, but there is a statute that says all property that is
not otherw se exenpt mnust be assessed and taxed. And the
constitution requires that you assess and tax uniformy.

So yeah, they have to appraise and tax every
property unless there's a specific exenption. And | think we
just heard that 361.233 is not an exenption. So this
property doesn't get an exenption. It has to be appraised
i ke every other property.

CHAI RVAN WREN: Right. And what I'mtrying to
make sure | have a good understanding of is that by |aw you
have to assess these inprovenents via the cost approach,
straight Iine depreciation, and then if there's marked

evi dence, relating to sone other section, if there's narked
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evi dence that there's further depreciation that needs to be
consi dered, which we've tal ked about previously, then you
need to consider that.

And when we were tal king about being able to
verify and solidify that type of depreciation, you need to do
it wwth one of the three approaches, the cost approach, the
i ncome approach and so on. |If you don't have those
approaches to rely on, it's inpossible to attribute any other
depreciation, isn't it?

MR, JOHNSON: That's our opinion. | think 227 is
the one that really lays it out. 2271 says that we have to
do an initial value based on the -- and the regul ations al so
go along with that. | believe it's 128 in the regs. That
you | ook at Marshall & Swift and take a depreciation.

And NRS 227, Subsection 5 says that if soneone
brings to you facts showing that it's exceeding full cash
val ue, then you have to nake an adjustnent. And then that
statute says and here's three things you can look at. And
all of them are objective, verifiable, testable nethods. And
none of themare, oh, | don't think it's worth anything so
let's not tax it.

And | think that's where the Suprene Court cane
down and said you cannot ignore those objective nethods and
just say it's not worth anything because you can't sell it

because there's no market for it. [t's still worth
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sonmething. The people that pay for it and the peopl e that
are paying to maintain it and to use it think it's worth
sonething. And it's not a dollar a person. They're paying a
ot nmore than that just for the privilege.

So yeah, | think you're right, M. Chair, and
think that that's the problemthat we have with all of these
argunents that are being nmade that let's ignore the statutory
nmet hods and just say it's not worth anything. And | don't
think you can do that. | think the Suprene Court has been
pretty clear that you have to have sone kind of verifiable
substantive evidence. And | don't think this comng in and
saying, hey, I'"'man expert and | don't think it's worth
anything is verifiable, substantive evidence.

There was reference made to the notor speedway
case where there was testinony as to what the depreciation
was. But that was all backed up by evidence. There was
evi dence, marked proof as to what was going on with other
speedways in other places. And even though it was clear
across the country, at least it was sonething. It wasn't
just, yeah, here are the three approaches that you can use,
but 1'mnot going to use any of them because | don't really
think any of themapply and | just don't think it's worth
anyt hi ng.

CHAl RVAN WREN:  Okay. Anything el se from your

si de?
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Any questions for the assessors? Ben.

MEMBER JOHNSON: | think | understand it, but |
just want to make sure. |1'll ask the assessor's office,
whoever can respond. This test for econom c obsol escence,
when you're testing the full cash value, you guys are doing
that in aggregate, you're going to find other sales within
t he subdivision and you're going to make sure that they're
not selling for a price that's |ower than whatever your
primary indication of value is or primary replacenent of cost
is new plus | and.

And what | see hereis, the way | viewit is
we're going to | ook at an individual conponent that goes in
to the Marshall & Swift and find the econom c obsol escence is
just an individual conponent, which is 1/700th or whatever it
is, 1/7,000th of this structure. So it's one of the many
line items in the Marshall & Swift calculation. Am| --

MR PAYSON. It's alittle bit bigger of a
qguestion than you probably think, the way we determ ne that
obsol escence. So the essence of what you're saying is
correct. W do our statutory valuation with a one and a half
percent. Then we have different ways we | ook for
obsol escence. If it's an inconme property, if there's a node
that we apply based on market data to see if we're exceedi ng
properties under that -- under the incone approach. If it's

residential properties, we also have a nodel that we apply
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for custom homes to | ook for obsol escence for those
properti es.

In the case of an area like Sun Gty or a
subdi vi sion, we do, as you indicated, a nore broad mass
approach where we anal yze these sales in that area to see if
t hat nei ghborhood shoul d get an override for an obsol escence,
whi ch woul d be econom ¢ obsol escence based on the -- not the
econom cs of that property but the economics of the tinme or
ar ea.

And that's why | pointed out earlier that in this
case | know there was an issue on the ball park one where the
econom cs of the downtown Reno evidently aren't very good.
Wll, in this case, the econom cs of those surroundi ng
nei ghborhoods in Sun City didn't even in these years when we
were putting overrides on a lot of things in Sun Cty, we
didn't see that econom c up and down as nuch as we did ot her
pl aces and these didn't even get an additional obsol escence.

CHAI RMAN WREN: Ben, let ne ask a quick question
to make sure that we've got apples to oranges. So if |I'm
under st andi ng what you're saying is if you have in the houses
i n these nei ghborhoods you can attri bute obsol escence, you
do. And if you had obsol escence in those houses, you woul d
also attribute it to the conmon area?

MR, PAYSON: No.

CHAI RVAN WREN: Okay. So let ne ask this
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guestion then. 1In your valuation in Cark County of
simlarly-situated properties such as cl ubhouses, have you
attributed any ot her obsol escence other than the straight
i ne depreciation?

MR. PAYSON: To the cl ubhouses or to the conmon
el ement s?

CHAl RMAN WREN: Wl | - -

MR PAYSON: O to the community units?

CHAI RVAN WREN:  Yeah.

MR. PAYSON: To the common el enments?

CHAI RVAN WREN:  Yes.

MR PAYSON: W have not attributed additiona
obsol escence other than our |and val ue going down to zero,
whi ch woul d include in our theory sonme of the obsol escence
from--

CHAI RVAN WREN:  Yeah. |I'mtal king just
I nprovenents.

MR. PAYSON. No, we have not.

CHAI RMAN WREN: Al right.

MEMBER JOHNSON: End of the day though you are
| ooki ng at sal es of properties to test for economc
obsol escence and you're -- if, say, properties are selling in
a specific area for |ess than the aggregate of repl acenent
cost |l ess depreciation plus land, you' re going to bring that

down and that includes a common area el enent?
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CHAI RVAN WREN: | don't think so. That's what
|"mtrying to say is that he can't conbine these two. They
have to assess the houses as houses. They have to assess the
conmon el ements as comon el enents, okay. And if those
common el enents are going to have any type of depreciation
other than straight line, then they' ve got to go out and find
by using the three other approaches to value that they're in
excess of full cash value and there's no way to do that.
That's the reason M. Mrse didn't do it.

MEMBER JOHNSON: And | agree entirely. | was
trying to get back and see at the end of the day the big
picture are we taking in to account the potential for
econom ¢ obsol escence or not, and that's what | was wondering
there. And conparing it to sale prices of other properties,
everything is loaded in at that point as a total sumand if
the aggregate is greater than the property is going to sel
for then you clearly have an issue.

CHAI RVAN WREN:  Any ot her questions for the
county?

kay. M. Susa.

MR, SUSA: Thank you. [I'll try to address in the
order that they gave them so go with M. Johnson's approach
first. The Suprene Court was concerned about the |ack of any
evidence in the record as to value for these properties. And

if youread this inits totality, they can cite to the state
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board's discussion of that as well. And at the end of the
day they didn't overrule this and rule in favor of the
county. You may notice that this is an order of remand.

It's not a reversal only and the county's nunbers win. In
fact, the decision says that the properties nmay or nmay not be
worth 19.5 million dollars. But the board has got to nake a
deci si on based on the evidence that's sitting in front of it.
And that was the 2010 case and obviously there was no
apprai sal of that property there.

In the 2011 case, there are additional elenents
inmproving value. W talked a little bit about the appraisal.
But in addition to that we brought you the Sunmerlin
devel opnent standards, which limt the use of these parcels
to these conmon type cl ubhouses and things like that. Those
are governnental restrictions placed on the properties use
itself.

Sure, you can get the governnent to nmaybe change
those at sone point in the future. It's difficult if they're
al ready inproved to change those because you have an
additional facility to them But we don't do valuation based
on what may happen if sonebody goes and gets things changed.
W do it based on what it |ooks Iike on the Iien date, the
val uation date. And on the lien date here, we had a
cl ubhouse in a planned comunity doing exactly what the

Summer |l in devel opnent standards said it could do.
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W al so have a great explanation of the zoning,
M. Payson touched on this. PCis planned conmunity. And
there are certain things that can happen within a planned
conmmunity and M. Mrse read a |ist of those. But the CC&Rs
that are adopted for the Sumrerlin community specify that
these in fact are comon areas and they nust be naintained as
common areas. And this is a developer's promse to the
peopl e he's hoping to sell hones to that he's going to build,
that if you buy a hone in ny subdivision you will have an
8,000 square foot clubhouse with the following anenities. It
creates sonething that you're not going to be able to get --
| don't think the devel opers get nuch of a choice after the
homes start selling to start changi ng those CC&Rs, that
there's restrictions in those CC&Rs that would stop that from
happening. And if they did happen, it would probably be sued
back to the stone age.

So what we have here that we didn't have in the
first case is exactly what the Court said was m ssing.
M. Johnson's conment about the Supreme Court rejected out of
hand your $500 value is accurate only because there was no
evidence in the record as to value and there was no evi dence
as to one of the three nethodol ogi es possibly being foll owed.
And the Court remanded it back down and said if you can
foll ow one of those methodol ogi es, we would be a | ot happier.

But | would have to point out that those three
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nmet hodol ogi es are not the sole source of valuation. |[|'m

rem nded of cases in Cark County at |east where

M. Honeowner sinply wal ks up and he's asked by the board
chai rman, what do you think the value of your house is and he
said it, no conparable sales, no inconme, nothing else, just |
think it's this anount. And that sonetinmes carries the debt.
Now, you notice it doesn't follow one of the three

nmet hodol ogi es and the county certainly can put up their

evi dence, but sonetines that's good enough.

So | reject and the Court should reject and you
should reject the notion that if you don't follow one of
t hese three net hodol ogi es you can't have conpetent evidence
of value. It's sinply a homeowner opining this is the value
of their hone, sonething very well known to them and only
thing sonetinmes carries the day and doesn't neet these.

Sol as | said in the first transcript that I
read what the county's argunment is is sinple. There's no
evidence in the world that can be presented that woul d show a
val ue different than that presented by the county. Again, |
could bring the best appraisers fromthe north and the south,
they could use their decades of experience both as appraisers
and as nmenbers of county or state boards of equalization, we
can begin this appraisal assignment to determine a full cash
val ue, and using all that experience they may have to choose

a nmethodology that's a little different than one of the three
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that's provided. It doesn't make that decision and
determnation invalid. That was the DA's point. It doesn't
make it invalid. Oher nethodol ogies can be used. And the
question is, is that nethodol ogy subject to discussion,
cross-exam nation, criticisn? Absolutely. And the appraiser
has to defend that nethodol ogy.

But if they do so, then the Court did not say you
reject that nethodology. That's not what this decision says.
This is not the case that was tried before the Suprenme Court.
A different case was tried before the Suprene Court and that
case |l acked this type of evidence. This case has that type
of evidence init.

So the Court said it would be best to tal k about
cost and the cost nethodol ogy includes depreciation and
obsol escence. And M. Mrse has testified that in fact he
found obsol escence and the way he did so was to | ook at the
| egal perm ssible uses of the property and determ ne that
based on that the value is X. And it doesn't matter what
val ue the assessor put on it, the obsol escence is the
di fference between the assessor's value and X, because al
roads have to |lead to Ronme. All valuation nethodol ogi es have
to lead to the market value, and M. Mrse determ ned that.

And the market value for this property is unusua
and it's conplex and it's not run of the mlIl and we

acknow edge that. But we have evidence to support our
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determ nation and we follow the cost nethodology in simlar
manner to what was done in the appraisal and we al so have
testi mony about follow ng the statutory methodol ogy for
contributory value of the inprovenents.

So on all the bases of both the appraisal and the
cost and contributory value, we've net our burden of proof
showi ng that the value established by the assessor in 19.5
mllion dollars exceeds the full cash value of the property.

M. Payson's coments, and M. Johnson, | want to
make sure we're all clear on this because |'ve kind of gone
astray on us and | want to nmake sure that we conme back to
ground zero. The Posts have a honme in Sun Cty Sunmerlin and
they're not contesting the value of the home. The assessor
can determ ne that value, different nmethodol ogies. And the
assessor often tinmes utilizes market approach to determne if
in fact the replacenent cost plus land value is going to

exceed really what the market value is and if so then they'l

make an adjustnment and that's fine. 1In Sun City it's a nice
area of town. It probably isn't so nuch of an econom c
adj ust nent .

Move that all aside, it has nothing to do wth
what we're doing here. The only thing we're doing here is
that for each one of these clubhouses the assessors
determ ned the value for the parcel and the values for |and.

And how that nunber finally gets determined is then figured
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out and distributed anong the honeowners. 1'I| take issue
with the comment of gosh, if there's 7800 honmeowners and you
put a thousand dollar value on it, everybody gets 84 cents.
You know, the law doesn't turn on things like that. Because
it could be two honeowners and it could be a thousand dol |l ar
val ue and each one gets 500 bucks. So that's not how it
works. It is true that the Sun Gty Summerlin is one of the
| argest planned conmmunities in Nevada and as a result the
nunbers are going to look a little bit different. But at the
end of the day, the appraisal assignnment is the sanme. Wat
is the value of this property taking in to account everything
we know, everything we can do? And M. Morse's opinion is
that the value is a thousand dollars for this particul ar
cl ubhouse. And my argunent is if that's the right value then
the sane restrictions causing that should also be applied to
t he ot her parcels.

So don't take in to account, gee, everybody gets
47 cents. Take in to account what's the right result under
the I aw and how the nunbers fall out they fall out. Does
t hat answer your question, M. Johnson? Because | really
want to make sure that we're on the sane page.

MEMBER JOHNSON: No. We are. And where | was
| ooki ng at was not so much -- | didn't care all about the
dol I ar anpbunts. \What | was saying is the value is obviously

bei ng captured in for each individual honmeowner and | was
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wondering if the aggregate of the conmon el enment plus the

t axabl e value of the inprovenents, if that -- because you get
to a total value there and I'mwondering if that's what
they're testing for econom c obsol escence. There's obviously
sonme value here and is it in the honmes, howis it paid for
That's what | was trying to understand. What you're saying
is for all of that and all that we're dealing with here is a
val ue of the actual physical structure.

MR SUSA: Before I tell you to go on that, |
want to make sure that the one point I was making is clear
The only reason why these have very little value is because
these are anenities within a planned community. And so
peopl e by homes within a planned community that can either
choose to have anenities or not and they make that choice.
And so M. Johnson has asked at one point, ny goodness, why
woul d sonmebody spend six mllion dollars for property worth
very little noney. And the answer is to sell the hones in
t he nei ghbor hood, that's why you would spend six mllion
dollars, to build a clubhouse. You would have very little
value after that to sell the honmes in the nei ghborhood, which
you're going to build. Del Wbb knew how to do busi ness, so
they did okay. So | just wanted to make sure that, you know,
we're on the sanme page there.

M. Mrse, | kind of went through ny little deal

and | know that you had sonething on insurable val ue versus
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mar ket value. That's a point that M. Johnson | thought nade
that was interesting. |If these burned to the ground, they
woul d have to be rebuilt. And so obviously as a prudent
manner, the board of directors of every comrunity association
has to purchase insurance to nmake sure that they have
sufficient funds to rebuild these. |Insurable value doesn't
necessarily perneate the nmarket val ue.

M5. MOORE: Tine.

CHAl RVAN WREN:  Go ahead and answer.

MR, SUSA: M. Morse, can you talk a little bit
about |ike how insurable value has any effect at all on what
mar ket abl e val ue for the property may be.

MR MORSE: Insurable value is based on a hundred
percent replacenment cost with no consideration for
depreciation. And that's what your insurance agent
cal cul ated sone figures out just |like you insure your car.
You're going to insure your house for say a hundred thousand
dol lars, but it might only be worth $50,000, but if it burns
down, the insurance conpany is going to rebuild it. And so
there's a definite distinction between insurable value and
mar ket value. And that's what | was getting at in ny
anal ysis here is what really is the market val ue and what
woul d sonebody ready, willing and able pay for this. | don't
think that they would pay 19 million dollars for this

cl ubhouse facility and be subject to the rules, regulations
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and restrictions that are placed on this property by the
CC&Rs as wel| as the devel opnent standards for Summerlin.

Yes, it is zoned PC and | started going through those when
M. Susa pointed out I was going too slow and too |ong and |
did state that those were sone of the perm ssible uses during
that PC zoning. But when you | ook at the devel opnent
standards on this property subject to as well as the CC&Rs,
that is the only use that this property can be put through
You can't make a profit. And only the people that live in
that community are allowed to use it. You can't have ot her
peopl e from outside the community come in and use the indoor
swi mm ng pools, the outdoor pools, the craft centers and any
of the other anenities that they have at this property, which
as M. Payson indicated is pretty nice. And | went through
it. It is a very nice building.

But what really is market value and what's the
test for market value. That's ny point. But the insurable
value is conpletely different. W're not here to estimte
i nsurabl e value and that isn't what the people in Summerlin
think their property is worth based upon insurance.

MR SUSA: And one final statenent, M. Wen, to
your comrents, when we're looking at this, again, this isn't
an assessor review process. W're not here to determne if
they did their jobs. Their job is done, frankly. It's now

my job and my job is to come up with sonething to say that
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their val ue exceeds full cash value. W noved away in Nevada
from-- W? | don't live here. But Nevada noved away from
the idea that |ike other states you measure value by what it
woul d sell for in the market. They noved to a taxabl e val ue
systema long time ago. And so the only check on that is
does the taxabl e value exceed the full cash value. [If it
does or you think it does, you have to cone up with the

evi dence and prove it up.

And so even if all of these fine people to ny
left did their jobs a hundred percent well, and they often
do, that's irrelevant. The only relevant thing is does ny
evi dence prove that their nunber is higher than what the ful
cash value is. And as the Suprenme Court noted, the full cash
value is defining statute that is the nost probable price
this property would sell for in a market transaction, which
| ooks a whole lot Iike what fair market value is defined by
the appraisal institute.

And so M. Mrse did his appraisal based on that
standard, which is the only standard that's controlled in the
statute. And so if your job is to determine if we've proved
t hat evidence that neets that standard and the evi dence shows
a | ower nunber, then | think that we've net our burden of
proof and you should rule in that nunber.

One nore point by M. Morse.

MR. MORSE: The appraisal institute textbooks
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state that the appraiser is to apply the approaches that are
applicable and where there is data available to do that
analysis. M. Johnson pointed out that in the Las Vegas
Mot or Speedway case that | did have data, even though it was
fromother states. | didn't go in and find that data. Well
| don't have that data in this case. M. Payson indicated
that as well, that there is no data to really determ ne what
t he dol |l ar anbunt or what the nethodol ogy of the economc
obsol escence is because I don't have any sal es of cl ubhouses
because you can't sell them because there is no market and
that's why | concluded it's nom nal.

MR. SUSA: W have nothing el se.

CHAl RVAN WREN:  Ckay. So you know, | want to
make a statement and ask a question at the sane tine because
we're alittle bit off track here in m xing market val ue and
full cash value. They're two different things. They're two
different definitions. And the assessor's job is to
ascertain the assessed val ue and not exceed full cash val ue
regardl ess of what the market value may be. And your
argunment, the way |'munderstanding it, is because these
facilities -- Let's start fromthe prem ses. Sonebody
decided to build a building and put it on a piece of |and.
By law, the assessor has to assess that property. And what
your argunent is, is because the buil der decided or sonebody

decided to build a building and put a restriction on it, then
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it loses all its value. | kind of |ike that argunment because
| * m thinking about putting one on ny house, sone type of
restriction, and it won't be worth anything and I won't have
to pay taxes and it will be zero.

| like the argunent, but it doesn't nake sense to
nme. You've got a structure, regardless if it's in Sumrerlin
or any place else in the State of Nevada. You have a
structure that has been built and the assessor has to assess
that and assess it to not exceed full cash val ue predicated
on law on the straight [ine depreciation. So they've done
t hat .

And then the test on that is does it exceed ful
cash val ue predicated on the other approaches or the other
considerations that are ways to value property. But
according to M. Mrse's testinony these aren't bought and
sold. They can't be bought and sold. But that doesn't nean
t hey have no value. They have to have val ue or sonebody
woul dn't have built it to start off with to sell the other
properties around it.

MR. SUSA: No. There's several deficiencies in
what you just said. The first is it's the assessor's job to
cal cul ate taxabl e val ue of the approved property, period.

And if the assessor wants to then determine if that exceeds
full cash value, they have the option to do that. Many tines

the assessor will conme to people saying | ast year you
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submtted inconme information to get econom c obsol escence on
your property, we would ask to you submit it again. And sone
peopl e do that and the assessor takes that in to account.
But if people don't do that, their sole function is to
determ ne a taxabl e val ue.

Then the second step is to file a protest, bring
evi dence forward that that val ue exceeds full cash val ue.
And | disagree with what you just said. The Suprene Court
citing 361.025 says that full cash value, the nost probable
price the property would be in a conpetitive and open mar ket
under all conditions requisite to a fair sale. That is the
definition of full cash value in the State of Nevada. It is
synonynous, synonymous with fair nmarket value fromthe
appraisal institute. M. Mrse testified to that. Wll, now

he's whi spering sonething in nmy ear, so --

CHAI RMAN WREN:  And not to -- | don't want to be
arguing about it at all. But for it to be market value it
neans to be bought and sold. |If the property can't be bought

and sold it can't have nmarket value is nmy whole point, so go
ahead.

MR. SUSA: And the question is how do you
calculate full cash value and there are many net hodol ogi es
that are possible. And what you're saying is if there is no
l'ikelihood at all, zero, that the property could be bought

and sold, then there is a problem There is a likelihood
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that this property could be bought and sold. There are |ega
restrictions as to use and the uses could be changed. It
could be a health club, easily converted to a health club, a
24- Hour Fitness.

So your predicate is if there is no market your
test doesn't apply. And that woul d maybe be true if there is
no market. The actuality is there's not any reason to sel
this. And if there was going to be a buyer, sonebody woul d
have to do sonmething to change the legal restrictions as to
use to nake it have any value at all to a buyer, because
otherwse it has very little value to a buyer.

And | think that your final point about this has
to have val ue because why el se woul d the devel oper have built
it, which | thought was your point. The answer is to sell
the hones in the subdivision that the devel oper is going to
build at a profit. This is just a sunk cost in a subdivision
devel opnment. You've got to nake the profit on selling the
houses and that's why you turn these over to the association
when all the houses are sold.

So the full cash value of this property has to be
det erm ned under sone net hodol ogy. And even if you apply a
cost net hodol ogy, you have to determine if there's
depreci ati on and econom ¢ obsol escence. And M. Mrse has
said that if | used a cost methodol ogy there would be

econon ¢ obsol escence and t he amount of obsol escence woul d be
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what ever was required to bring the value down to the nunber
|'ve determ ned of a thousand dollars.

CHAI RMAN WREN: So gi ven that same argument, you
coul d have econom c appreciation.

MR SUSA: Econom c what ?

CHAI RVAN WREN:  Appr eci ati on.

MR. SUSA: You have |ots of economc
appreci ation. The assessor put a taxable val ue bel ow what
t hat nunmber is and so you don't protest it. | nean, that's
part of the system of taxable value. 1've had a |ot of
clients around who get the assessor's value and go, ny God,
our property is worth four times that anount. Say not hing,
do nothing, get the tax bill and pay it.

CHAI RVAN WREN:  Surprise surpri se.

MR. SUSA: Surprise surprise. So | think that
hopeful | y addresses that issue.

The last thing I want to tal k about was there are
properties that have limted use and it's not special purpose
but they have limted use. And when they have |limted use,
it's because they're built as limted use. The park has a
[imted use, the swnmm ng pool, recreation center all have
l[imted uses. It doesn't nean that they don't have a val ue.
It just means they don't have nmuch of a value. And our
argunent has been from day one these have a val ue, they have

to have a value, everything has a value. |It's just not nuch
CAPI TOL REPORTERS (775) 882-5322

144




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

of a val ue because of the way that it's being constructed and
what it is. |I'mremnded of a cenetery nausoleum [t's an

i mprovement, it costs a |lot of nmoney to build. But you know,
frankly, what's its value? The answer is not a | ot because
you don't do nuch with those.

So at the end of the day we have the proof that
we didn't have in the first case. W would ask you to
recogni ze the proof that we have here and the nethodol ogi es
used to arrive at a value and apply that value to the other
four parcels of this for equalization purposes.

CHAI RVAN WREN: Very good. Thank you.

Questions? Ben.

MEMBER JOHNSON: My question is does the
i mprovenent generate incone? Are you guys charging for
cl asses or are you charging to have a weddi ng? Should an
i ncome approach be consi dered?

MR SUSA: Al right. So there's a couple
things. And |I'mglad you asked that question, because | was
rem ss in not mentioning sonething. The CC&Rs say that the
common area is going to be used by the residents and invited
guests. So as a result, if your grandfather lived in
Summerlin and said, you know, gee, we really need a great
pl ace to have a weddi ng reception, can we have it at one of
your clubhouses, your grandfather could invite you as a guest

to use the clubhouse. You would probably be charged a fee
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for using the clubhouse just to cover the cost of cleaning it
up afterwards. But the actual clubhouses thensel ves don't
charge for the residents comng in. That's what is supposed
to be covered in the annual dues. That includes the
mai nt enance and upkeep. So you get to use it on a daily
basis in that regard. But for special events you're going to
get charged if you are a resident or an invited guest for the
cost of cleaning it up after the event is over because that's
nore wear and tear than nornal.

As far as cash flow, they're huge noney lifters.
There's no positive noney being made. | spoke with the
executive director at Sun City Sumrerlin about that and said,
you know, can we make it $500 on the weekends with sonmebody
using it, but it costs $40,000 a nonth to run the thing. So
it's all just noney going in to the mai ntenance and
everything el se to keep the things going. No weight is
of fset by any revenues centered around it.

CHAI RVAN WREN:  Okay. Respond qui ckly.

MR JOHNSON: W' ve now established that M. Susa
di sagrees with you, M. Wen, and with the Nevada Suprene
Court that market value and the full cash value are not
equi valent. And the Nevada Suprene Court said inprovenents
on the land may still have substantial value even if neither
the |l and nor the inprovements woul d have val ue on the open

mar ket. Other quotes that |'ve already read to you and
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won't read themto you again.

But | would also like to rem nd the board of what
Menmber Johnson said earlier that the value to build these
things, it doesn't evaporate. |If it cost 20 mllion dollars
to build these things approximtely and that value has to be
taxed and it hasn't gone in to the honmes, we've established
again in the Nevada Suprene Court very clearly that there's
no transferring of that value to the hone. |It's still right
there in those buildings and not hing has happened in the
econony, not hing has happened anywhere to cause any of that
value to just dissipate. They're being nmaintained, they're
bei ng operated, they're being used exactly the way they were
intended to be used. And restrictions on the Iand, the Court
said, is not a reason to reduce the inprovenents to nom na
val ue.

And whether M. Susa and his expert w tnesses
agree with that under their appraisal theory, yeah, under
apprai sal theory, market value is probably where you go. But
you don't go there under the Nevada statutes and the Supremne
Court has made that pretty clear. And if we have to go up
and have themsay it again, that's what we'll do.

CHAI RMVAN WREN:  Ckay.

MR PAYSON. |I'msorry, M. Chair, but |I do have
toclarify. | think maybe they were a little bit m sl eading

on the income or the use of these or the potential use of
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some of the inprovenents out there. They actually are -- The
board of directors according to Article 2 of their articles
of incorporation of Sun City, the Sun City Sunmerlin
Community Association state that they will purchase these,
own, inprove, operate and hold real personal property of
every kind of description to sell, convey and | ease such
property and to nortgage, assign, pledge or otherw se
encount er such property.

In fact, they have | eases out there. As a matter
of fact, they were trying to get a gam ng property out there
just within the last year. | don't knowif it happened or
not, but it was on their mnutes to approve a gam ng property
in one of their conmon el enment areas.

They also -- There was a little bit of a to-do
out in the comunity where the executive board decided to
| ease out one of their roonms for a congregation and sone of
t he honeowners were upset because they didn't think that
shoul d be all owed because they wanted to use that room

So | think they are allowed to | ease out these
properties, and I don't know to what extent and |'m not
trying to say that these are commercial properties by any
nmeans, but there certainly can be uses out there and they can
generate sone sort of revenue and |I'msure it's not to nmake a
profit. 1t's probably to offset the dues that they have to

pay for the upkeep and things |ike that.
CAPI TOL REPORTERS (775) 882-5322

148




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

MR SUSA: M. Chair, | can't |eave that
unchal l enged. The articles of incorporation always give
broad powers to the people who are the board of directors.

As far as a common area, a clubhouse that is going to be
approved for gamng, | think that would be a valuation of the
CC&R and that's the first |'ve ever heard of it was

M. Payson nentioning it.

CHAI RMAN WREN: It doesn't nean it's not possible
t hough.

MR. SUSA: Probably legally inpermssible, so
t hat woul d be not possible.

CHAI RMAN WREN:  Coul d be.

MR SUSA: Al right.

CHAl RVAN WREN:  Ckay. |'mgoing to close the
case. And | have probably pretty much the same thoughts that
| did last tine we heard these cases, that it all boils down
toa-- And | try to take ny appraiser's hat off on these for
several reasons. Nunber one is there is a difference between
mar ket val ue, full cash value the way that the state | ooks at
it and the way the assessor |ooks at it. These properties
are built, any property in the State of Nevada is built for a
reason. And if you build a piece of property in the State of
Nevada, the assessor of that county is going to tax you on
it. And you' re not exenpt fromthose taxes unless you have

an exenption for sone reason. You know, the --
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(The court reporter interrupts)

CHAI RVAN WREN:  So ny point is, is that when you
have a piece of property it has to be assessed and if there
isn'"t any way to determne that it has depreciation, it
doesn't have depreciation. Just because you want
depreci ation, just because you want a property to be worth
nore or less, if you can't prove it, it's not. [It's just
what it is. And that's howl'mlooking at it. | don't
di sagree with any of the argunents. But you got to show
proof that it's either worth something or it's not worth
something. And if you can't prove it, then the |aw says that

it's assessed at cost |less straight |ine depreciation.

Ben.

MEMBER JOHNSON: | largely agree with you,
M. Chairman. | just, | really struggle on depreciation and
what is -- | have no doubt that the appraisal we have it's

good, but what we were charged with here is is full cash
val ue the sanme as market value. | don't know the answer to
that. And end of the day is we've got whatever, six mllion
dol | ar asset here that it just evaporates. And that's still,
that bothers ne a little bit that it's been built in a way
and nowit's going to be worth a thousand dollars. |
struggle with that w thout nore support.

CHAI RMAN WREN:  Ai | een.

MEMBER MARTI N: Because | nust nake everyone
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smle this afternoon. It was ny flippant comments in the
first place that got us here. | have nothing to say.

CHAI RVAN WREN:  Did you get that on the record?

Denni s.
MEMBER MESERVY: |, just |ike before, I don't see
it being worth 19 mllion or whatever. |'mhaving a hard

time wwth this just because | amthe one that woul d think
it's a di mnimnmus anmount but | would probably say it's nore
than a thousand. But | still amhaving a hard time with
this. And this has been a problemfrom day one.

CHAI RVAN WREN:  Ben.

MEMBER MESERVY: | see good argunents on both
si des.

MEMBER JOHNSON: | just want to nmake sure we're
not double taxing the property owner because clearly sone of
this value is included when you buy the house, you're
notivated in part, sone people are because |'m going to get
to use this facility, I1'mgoing to have to pay dues, so we're
not com ng back in and -- | heard the assessor's office say
we're not double taxing themand that's been established. |
just didn't understand what the basis was that |ead to that
concl usi on.

CHAI RMAN WREN: But you do now?

MEMBER JOHNSON: Not entirely, no. Do you?

CHAI RVAN WREN: | think so. | nean, they're two
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different entities. | don't see where there's any doubl e
taxation at all, no. Building a building -- Wen a buil der
goes out there and builds sonething and sells off part of it
and builds part of it to be given to the people they sold it
off to, maintaining that is part of the business. [It's part
of doing business. And part of doing business and owning a
property in the State of Nevada has tax and you have to pay
taxes on it.

MEMBER MESERVY: My concern with all of this is,
you know, | have a nother-in-law and father-in-law that had a
house over there in Sun City, when they sold it there was no
consi deration whatsoever on common area and it never was an
issue. It was always what's the value of the house being in
Sun City. So obviously there is a value that we have to
separate. But when we cone to selling, the reality is it
never was an issue in selling that property and yet it was in
Sun City. And that's what gets ne is that it just doesn't
make sense to give a full value w thout any depreciation or
obsol escence. To ne that doesn't nmake sense at all

MEMBER JOHNSON: On the other side, there's no
good way to do it and that's what | think you're struggling
with, M. Chairman, as well is is it worth six mllion, is it
worth something less. | don't know really know. But a
t housand dol lars for sonething that costs six mllion dollars

to build, reasonably that doesn't seemfair either and it
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just doesn't pass the snell test to ne. And that generally
nmeans it's wong when it doesn't appear right on the surface.
And how you get there, there's just no credible way to get
there. What is the depreciated value? | don't know.

CHAI RVAN WREN: And that's what | was talking
about earlier when |I tried to take out of the equation to
sonme extent the anount of the appraisal. | don't disagree
with what is the cost approach and how he prepared it from an
apprai ser's standpoint. But the assessor can't do that and
that's what we al ways have to go back on is by |law the
statute, what does the assessor have to do and what is his
ability to do that. And I'mnot sure | have any evidence
before me that the assessor has valued these incorrectly.

MEMBER JOHNSON: | concur.

CHAI RVAN WREN:  Make a noti on.

MEMBER JOHNSON: I n Case 11-446 and 11-454, we
cal l ed them both together; right?

CHAl RMVAN WREN:  Yes.

MEMBER JOHNSON: | meke a notion that we uphold
the County Board of Equalization's decision as there's no
evi dence here -- not substantial evidence to disprove what
t he assessor did.

CHAl RMAN WREN: |Is there a second? |'ll second

Di scussion? Seeing no discussion, all in favor
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say aye.

MEMBER JOHNSON:  Aye.

MEMBER HARPER:  Aye.

CHAI RVAN WREN: Aye. (Opposed?

MEMBER MESERVY: Nay.

MEMBER MARTI N:  Nay.

CHAI RVAN WREN:  The notion fails.

Are there any other notions that would |ike to be
made? Denni s.

MEMBER MESERVY: | don't see where | have any
notion to make. | nean, | don't have a notion. | think it's
sonmewhere in between the two in value, but | don't know how
to do it through appraiser techniques to show that
obsol escence. But | definitely don't think either one would
be the perfect way.

CHAI RVAN WREN: Ckay. Wbuld anybody else like to
make a notion before | close the case? (oing once, going
twice, the case is closed. Thank you very nmuch. W' re going
to break for lunch. It is ten til one. W wll reconvene at
2: 00 o' cl ock.

(Di scussion was held off the record)

CHAl RVAN WREN:  Cal | the next case.

M5. RUBALD: M. Chairman, I'mgoing to call the
next two cases, 12-423, Sun City Summerlin Community, and

12-424, Richard and Masako Post. Both the respondent is the
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Clark County assessor.

CHAI RVAN WREN: I dentify the property, please.

MR JOHNSON: |'mnot the assessor, but it's the
sane property, the same argunments and the sane evidence. And
you can go ahead and call for a notion.

CHAI RVAN WREN: Ckay. Before I do that, let the
record reflect that both sides have stipulated -- Jim go
ahead.

MR. SUSA: Ckay. So we would ask you to
i ncorporate the sanme argunents fromthe 2010-11 and 2011-12
cases that the board has heard this norning and then to make
a ruling or take action on the 2012-13 cases after our break.

CHAl RVAN WREN:  Okay. And there's no opposition
to that?

MR, JOHNSON: No opposition.

CHAI RVAN WREN: Ckay. Thank you. [1'Il close the
case and entertain a notion.

Seeing how there is no notion, I will close the
case and adjourn until 2:00 o' cl ock.

MR, SUSA: Thank you, M. Chairman.

CHAI RVAN WREN: Thank you, everybody.

(Lunch recess was taken)
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THURSDAY, OCTOBER 9, 2014, 2:01 P.M
---000---

CHAI RMAN WREN: Wl cone back, M. Harper.

MEMBER HARPER: Thank you. Thank you.

CHAI RVAN WREN: Call the next case, please.

M5. RUBALD: M. Chairman, the next case cones
fromgroup two in Section F. It's Case Nunber 11-439, Rhodes
Ranch Associ ation, Incorporated. Cark County assessor is
t he respondent.

CHAI RVAN WREN: Go ahead and identify the
property, please.

MR. PAYSON: M. Chair, Jeff Payson for the
assessor's office. | think we mght be able to get through
this whole group pretty easily. W' ve been talking with
M. Killion. [If you want to consolidate all of these,
don't know if you want us to introduce all of those
properties.

CHAl RMAN WREN:  For the record, M. Killion, if
you'd just identify yourself.

MR KILLION: This is Mchael Killion wth
Frazer, Ryan, ol dberg and Arnold, 3031, Phoenix, Arizona,
North Central, Suite 1600.

CHAl RVAN WREN:  Okay. Now, do you want to
consol i date everythi ng?

MR, PAYSON: | believe that all of group two.
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MR KILLION: Yes, all of group two.
MR. PAYSON: And | can tell you that they're al

the same situation as we have already heard. They're all

conmon el enments. | don't think we have addresses and all of
that on all of those. |If you can go through there and do al
of that.

CHAI RVAN WREN: That's okay. Everything grouped
here, if you would like to incorporate all of the previous
t esti nony.

MR PAYSON: Yes, fromour side we would
incorporate all the testinony fromthe two prior common
el ement cases.

CHAI RMAN WREN: The two prior cases. And
M. Killion, any conmment?

MR KILLION:. W would like to incorporate al
the testinmony too. | know the appraisal was done on
Summrerlin, but we believe it has the same restrictions, sane
CC&Rs, it's the sane issues and we believe that it's a
nom nal val ue too.

M5. RUBALD: Do you wish ne to call those cases?

CHAl RVAN WREN:  Yeah. | want to nake sure
everybody is on the sane page first, so if you call all the
cases. You can just call it group two.

M5. RUBALD: Ckay. | would be happy to do that.

G oup two.
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CHAI RVAN WREN:  Yeah, that's fine.

M5. BUONCRISTIANI: And let's ask the taxpayer,
does group two reflect all the properties you want included?

MR KILLION: Yes, ma'am

M5. BUONCRI STIANI: As on the agenda?

MR KILLION: Yes, ma'am it does.

CHAI RVAN WREN: Ckay. So we have i ncorporated
all the testinony. Keith, you weren't here, so I'mgoing to
ask you to recuse yourself fromwhat's about ready to happen
for your own well-being, your own protection. |'magoing to
cl ose the case on all of group two. And there's nothing el se
you want to add, is there?

MR PAYSON: No, sir.

MR KILLION: No. W' ve been talking about it
for four hours. That's enough.

CHAI RVAN WREN: | agree. GCkay. Goup two cases
are closed. 1'Il entertain a notion. Going once, going
twice, going three times. Seeing no notion --

MEMBER JOHNSON: 1'Il make a notion in group two
that we uphold the County Board of Equalization's decision
due to the petitioner not overcomng their burden to disprove
t he val uations and us not feeling that there's enough
evi dence to adequately determ ne functional obsol escence and
econom ¢ obsol escence of these common area structures.

CHAI RVMAN WREN: Ckay. |Is there a second?
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MEMBER MARTIN: 1'Ill second it.

CHAI RVAN WREN: Di scussion? All in favor say
aye.

MEMBER MARTI N:  Aye.

MEMBER JOHNSON:  Aye.

CHAI RVAN WREN:  Qpposed? Nay.

MEMBER MESERVY:  No.

CHAl RVAN WREN:  Motion carries. So basically
this gets it back to where we were earlier when we didn't
make a notion, which |I believe is --

M5. BUONCRISTIANI: It was a two-two vote.

CHAl RMVAN WREN:  Yes. So it failed.

M5. BUONCRI STIANI: The record reflects there's a
two-two vote and it fails. So what is the taxpayer's denied
relief?

CHAI RVAN WREN:  Any ot her notions? Seeing none,
"1l close all of those cases. Thank you very nuch.

MR, KILLION: Thank you.

CHAI RVAN WREN: Ckay, Terry, noving on to group
three.

M5. RUBALD: M. Chairman, I'd like to call Case
Nunber 11-435, Toll Henderson, LLC. dark County assessor is
the respondent. It's in the Section F, group three.

CHAl RVAN WREN: Okay. Identify the property,

pl ease.
CAPI TOL REPORTERS (775) 882-5322

159




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

MR, PAYSON: M. Chair, group three are
M. Bancroft's appeals. | think he's okay, mnimally at
| east, grouping themtogether and hearing themall together.

CHAl RVAN WREN:  Okay. For the record identify
yoursel f please, sir.

MR. BANCROFT: Thank you, M. Chairman. Paul
Bancroft with Lionel, Sawer and Collins, appearing on behalf
of the taxpayers in group three. And | do have no objection
to consolidating them The |ead case was the case that was
argued this norning by JimSusa. And so | would anticipate
that the board's ruling in this case will be simlar. So
there's no additional argunent. | just incorporate the
argunment s nmade this norning.

CHAI RMAN WREN: | was so forward to looking to
you and | yelling at each other again.

MR BANCROFT: |I'msure we can still have that
opportunity.

CHAI RMAN WREN: Okay. So Terry, if you would
call all of group three, please.

M5. RUBALD: Yes, M. Chairman. |'mcalling al
the cases in Section F, group three.

CHAI RVAN WREN: Keith, I'"'mgoing to ask you to
recuse yourself again on this one.

MEMBER HARPER: So noved.

CHAI RVAN WREN: Do both parties agree to
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incorporate all testinony fromall prior cases of simlar
nat ure?

MR. PAYSON: Yes, M. Chair. Jeff Payson from
the assessor's office. W're here to incorporate all of our
testinmony fromthe prior case.

MR, BANCROFT: Paul Bancroft on behal f of the
properti es.

CHAl RVAN WREN:  See, you thought it was hard this
norni ng. \Wat was the probl enf

Is it all the sanme testinony, sanme issues?

MR. BANCROFT:  Yes.

MR, JOHNSON: Sane issues. Once again, the only
difference is that the appraisal was on the Summrerlin
properties and his are simlar properties.

CHAI RVAN WREN: So everybody feels confortable --

MR BANCROFT: Wait. It is Sumrerlin. The
Ri dges is in Sumerlin.

MR JOHNSON: Okay. But it's not in the Sun Gty
devel opment. Let ne clarify.

CHAI RVAN WREN: Ckay. | want to nmake sure -- |
i ke expediting things. I'msure this will be appeal ed, so
want to make sure that everything is in the record that you
need if either side decides to appeal our non-decision, okay.

All right. 1'mgoing to close the case. |'l

entertain a notion or not. Seen as how there is no notion, |
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will close all of group three. There's no notion. That's
okay.

MEMBER JOHNSON: | will make a notion --

CHAI RMVAN WREN: 1" Il open the case back up. You
know, it's probably good to have it on the record that a
noti on was made, so make your notion

MEMBER JOHNSON: I n group three | nake a notion
it's all the sane comments frombefore in those cases. |
didn't feel that there was adequate proof to substantiate the
econom ¢ obsol escence adjustnent, petitioner didn't overcone
their burden and therefore | make a notion to uphold the
County Board of Equalization's decision.

CHAl RMVAN WREN: |s there a second?

MEMBER MARTIN:  Second.

CHAI RVAN WREN:  Di scussi on?

Seeing none, all in favor say aye.

MEMBER MARTI N:  Aye.

MEMBER JOHNSON:  Aye.

CHAI RMAN WREN:  Qpposed?

MEMBER MESERVY: Nay.

CHAIl RMVAN WREN: Aye -- or Nay. Two to two vote.
The notion fails.

I's there any other notion?

MEMBER MESERVY: | just want to know is it nay or

is it aye?
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CHAI RMVAN WREN:  It's one or the other.

Okay. There's no other notions. These cases are
now cl osed al so. Thank you very much. W're going to go off
the record for a mnute.

(Di scussion was held off the record)

CHAI RVAN WREN: Ckay. Let's call the next case,
pl ease.

M5. RUBALD: M. Chairman, the next case is from
Section G It is aremand fromthe First Judicial District
Court, Departnent Number 1, Case Nunber 110C0004161B
regarding an order granting the petition for judicial review
and clarification of the basis for the state board's
deci sion, State Board Case Number 11-416 Howard Hughes
Conpany, LLC versus the State Board and County of C ark,
Nevada. This has been on the agenda before and | believe at
your last hearing in August the notion was to bring this
matter back

CHAl RVAN WREN:  Okay. I'mgoing to go off the
record for just a second.

(Di scussion was held off the record)

CHAI RMAN WREN:  Ckay. Dawn.

M5. BUONCRISTIANI: This is just a brief overview
of what happened last tinme. | would like to be able to
reopen the hearing and be able to go back to the actual case

records and cite specifically what we did and specifically
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what net hods of valuation we used to arrive at our decision.
| think we need to do that.

So Menber Johnson stated, M. Chairman, in the
matter | guess it's Section C, nunber one, to reopen the
remand, | make a notion we do and we bring it back before
this board at a subsequent date in order to correctly conply
inny viewwth the order fromthe Court.

CHAl RVAN WREN:  Okay. M. Johnson, that was your
notion. So we're back.

MEMBER JOHNSON: Great.

CHAI RVAN WREN: Do you want the Court order
agai n?

MEMBER JOHNSON: I f you would refresh nmy m nd,
yeah.

M5. BUONCRI STIANI: Ckay. At issue in this
matter is the nethodol ogy used by the state board to
determ ne the val ue of the subject property. The state board
is permtted to use any nethod to determ ne value that is
prescribed by law. Inperial Palace versus State, the Nevada
statutes prescribe three approaches for determ ning val ue.

A, conparative sales based on prices actually paid in nmarket
transactions. B, a summation of the estimated full cash

val ue of the land and the contributory cost of inprovenents.
And C, capitalization of the fair econom c incone expectancy

or fair economc grant or analysis of the discounted cash
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flow. That is NRS 361.227, Subsection 5.

However, in this case, it is inpossible to
discern fromthe witten decision whether the state board
applied one or nore of the approved nmet hods of valuation and
if it did how the approach or approaches resulted in the
val ue adopted by the state board.

NRS 233B. 125 provides in part that findings of
fact if set forth in statutory | anguage nust be acconpani ed
by a concise and explicit statement of the underlying facts
supporting the findings. This is not the case here.

The transcript of the deliberation of the state
board on August 22nd, 2011 reveals that the ultinmate val ue
incorporated in its witten decision appears to have been
determ ned cal cul ating a mat hemati cal m d-point between the
initial value entered on the secured tax roll and the val ue
adopted by the county board. Calculation of a mathematica
average is not a statutorily prescribed nethod for
determning value. |If this nmethod was used for determ ning
t he val ue of the subject property, the state board applied a
fundanmental |y wong principle.

State Board of Equalization versus Barta, hol ding
that the state board applies a fundanentally wong principle
when it applies an unauthorized val uati on nmet hodol ogy. For
the foregoing reason that it is inpossible to determ ne for

the record exactly how the state board reached its decision,
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this case is remanded to the state board to, one, reexam ne
the evidence, two, clarify the basis for its decision under
233B. 125, and three, there needs to be a determ nation of the
val ue of the subject property using one or nore of the
prescri bed approaches found in 361.2275, and four, that val ue
nmust be supported by substantial evidence in the record, and
five, the witten decision of the state board nust be witten
in sufficient detail to allow for neani ngful review

The Court being fully advised and for good cause,
it is ordered that this matter be and hereby is renmanded to
the State Board of Equalization to take further action
consistent with this order.

CHAI RMAN WREN:  And | think what we attenpted to
do last time was to explain that our decision at that tine
wth the board nenbers on the board at that tine had taken in
to consideration the evidence provided by both the direct
sal es approach of |arge acreage parcel sales as well as the
di scounted cash flow anal ysis that was done on the property.
And basically decided that the direct sal es conparison
approach was nost applicable given the sales and anal yzed and
presented and had been appropriately adjusted.

And | don't renmenber that it was just a
mat hemat i cal average that we utilized to come up with that
value. But it was primarily predicated on the direct sales

approach and the testinony provided.
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MEMBER JOHNSON: And what | really want to hear

is | didn't feel like we went back and | ooked at the sales at
all. W just |looked at the record fromthe actual court
hearing. And the nore | thought about it, | wonder if that
was sufficient. |If we should actually dig back into it and

on page such and such is a conparable sales chart, those do
seemto reasonably supported or they don't. And | would also
be in favor of allowing both parties to speak. | would like
to hear what they say and maybe they have sonet hing that
woul d be neaningful to us in comng to a conclusion up here.

CHAI RVAN WREN: Ckay. No objection fromthe
ot her board nenbers, | wll at this tinme give both sides five
m nutes for any testinony you would like to give or
di scussion you would like us to have or consider. |Is that
fair?

MR JOHNSON: M. Chairman, | don't think there
shoul d be any new evidence submtted. |If you wanted to hear
addi tional argument, that's okay.

CHAI RVAN WREN:  Yeah, no evidence. Just
argunment. Just recap of your position, | guess. | need a
confirmation fromboth sides before | do that.

MR. BANCROFT: For the record, nmy nane is Paul
Bancroft. |'m appearing on behalf of Lionel, Sawyer and
Collins and the property owner in this case, Howard Hughes.

| did at the |ast hearing suggest, ask for the
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opportunity to address the board, marshalled the evidence and
expl ained how in ny opinion the Court's order reconciles with
the evidence in the record in this case. And yes, | would

i ke the opportunity to do that. | do not believe five
mnutes is a fair time for the presentation, considering the
amount of evidence we have in this case and the nunber of
different valuation indicators that have been tossed out in
this case. So | do think that nore tinme i s necessary.

CHAl RVAN WREN:  Okay. W thout providing any new
evi dence, the recapitalization of what you did last tine, |
woul d give both sides 15 mnute and I'll give you the | ast
five mnutes as we did in the other case. Go ahead.

And | guess in |ooking at what the Court is
actually looking for, the Court is actually |ooking for
reference to the testinony in the original case. So if you
can reference that -- I"'msorry. The evidence in the
original case. So if you can reference that also, that would
be hel pful. ay. Go ahead.

MR BANCROFT: Both parties in this case are
represented by counsel .

CHAI RVAN WREN: | don't think your mke is on.

MR. BANCROFT: My mike is on. Apparently | need
to speak up. But both parties in this case are represented
by counsel. And I'd ask that -- | would object to the county

addressing the board directly and not through their attorney,
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Paul Johnson. The county -- The staff fromthe county were
fact witnesses at the |ower |evel and there's nore of a

i kel i hood of new evidence inadvertently comng in if you
have potential fact w tnesses addressing the counsel
directly. So | would ask that all comments directed to the
board be nmade through Paul Johnson.

CHAI RVAN WREN: (Okay. Let's go off the record
for a mnute.

(Di scussion was held off the record)

CHAI RVAN WREN: Ckay. We're back on the record.
As kind of seens to be the case today, this is a pretty
conplicated case. This is a verge |arge piece of property in
sout hern Nevada that is very difficult to either assess or
appraise. W heard this case last year with quite a bit of
testi nony and nmade a deci sion predicated on that case and
t hat evi dence presented and the Court didn't |ike our
deci sion, which is fine.

And so now what the Court has cone back and said
is explain what you did and we don't have all the same board
menbers on here as we did when we heard that original case
and now we're going to try to get in to an explanati on of
what was sai d and what was pertinent and what wasn't
pertinent, which is the appropriate thing to do, | guess.

But in ny mnd, this is one of those cases that's big enough

that it needs to be done right. And perhaps to do it right,
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and this is, I'masking the board and directing these
guestions at you now, in order to nmake sure we do this right
so that this doesn't get appeal ed and appeal ed and appeal ed
is to postpone this hearing to sone tinme in the future and
rehear the entire case, all the wtnesses, all the evidence
and know ng what the Court is |ooking for, predicate it on
rehearing that testinony and then nmaking sure we nmake a
deci sion that we have included the appropriate reference of
t he evidence that we relied on in making a decision, instead
of going back and forth like this and trying in hindsight to
expl ain what we did.

MEMBER JOHNSON: |'m not opposed to that.
Anot her question | have is would it be possible to send this
to nediation or sonmething along those lines and try to reach
a settlenent that way? | don't know if that's an option we
have.

CHAI RVAN WREN: They al ways have that option.
They al ways have that option. M/ concern is that we're not
going to be adequately -- we can't adequately answer what the
Court has directed us to do, | don't think. And I think that
the only fair way to do it and the appropriate way to do it
is to rehear the entire case and nmake sure that we provide a
record if it's appealed again to the court that they can nake
their decision on. And |I'm saying that because both sides,

of course, have a lot to say, they need appropriate tinme to
CAPI TOL REPORTERS (775) 882-5322

170




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

say it. They don't have their witnesses with themtoday so
we can't just rehear the case today or | would. W' re not
prepared to do that. But this isn't alife or death
situation where it has to be done today either. | would

rat her nmake sure we do it right than just try to explain what
we did.

MEMBER HARPER: So you're saying actually have
t he appraisers or the appraiser cone back in and give
t esti nony agai n?

CHAl RVAN WREN:  Yeah. Just set it out. | don't
think we'll probably do it this year. The state probably
doesn't have the budget. But, you know, put it off until the
first hearings in Las Vegas next year and just rehear the
whol e case. | nean, this is a large land hold in southern
Nevada. |It's sonething that we probably ought to make sure
it gets its due diligence.

MEMBER JOHNSON: And I'mfully in support of
getting to the bottomof it and getting it right.

CHAI RVAN WREN:  Continuation is the word | was
| ooking for. So it would be my recommendation for us to
continue this to a future hearing whenever Terry can schedul e
it. Terry, | don't think it's sonmething that has to be done
this year. |'msure you're getting under budge constraints.
But something that would need to be placed on the agenda

first hearing in Vegas next year.
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M5. RUBALD: Certainly we can do that for you.

MEMBER MESERVY: |s that sonething we need to
vote on?

CHAl RMVAN WREN:  Yes.

MEMBER MESERVY: So unl ess we need nore
conversati on.

CHAl RVAN WREN:  Go ahead and conversation first.

MEMBER JOHNSON:  Would we want to hear fromthe
parties and see if they have any objection to that course of
action?

CHAl RVAN WREN:  No, | don't think so, because
this is aremand fromthe Court and the reason |I'm doi ng
this, part of the reason I'mdoing this is because of the
di scussions we had at the |ast hearing when we tried to hear
this and what | can foresee com ng out of the discussions
today and |'mnot sure that's fair to them |It's not fair to
us either. It's not fair to M. Harper who has already had a
bad day since. He wasn't part of the original discussion.
So this is our decision. This is nmy recommendation. But
we're body a five, so I'll definitely go with the flow here.

MEMBER MESERVY: |'mgoing to make a notion on
SBE 11-416, the remand, that we actually rehear the case in
our next cal endar year in Las Vegas.

CHAl RVAN WREN: Okay. |Is there a second?

MVEMBER JOHNSON: I|'ll second that.
CAPI TOL REPORTERS (775) 882-5322

172




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

CHAI RVAN WREN: Ckay. And | want it explicitly
understood that we're going to rehear the case as it was
actually presented with the same w tnesses, the sane
testinony. | don't want any new evidence. | don't want any
new di scussion. | want to hear the case exactly |ike we
heard it last tinme, okay. ay. Al in favor say aye.

(The vote was unaninously in favor of the notion)

CHAI RVAN WREN:  Opposed? Motion carries
unani mously. Okay. Thank you very nuch.

MR. BANCROFT: Thank you.

CHAI RVAN WREN:  Thank you for your tine.

Ckay, Terry.

M5. RUBALD: M. Chairman, the next itemis
number two under Section G It's the remand fromthe First
Judicial District Court, Departnent 1, Case Nunber
130C003201B regarding the order after hearing dated June 20th
2014 directing the state board to remand the matter to the
Washoe County Board of Equalization in the matter of
Dillard s International, Incorporated versus the State Board
of Equalization, Washoe County and the Washoe County
assessor. State Board Case Nunmbers 13-261, 13-262, 13-263

and 13-264.

CHAI RMAN WREN: | had heard runors that there was
properly -- mght be a stipulation or sonething here. Yes?
No?

CAPI TOL REPORTERS (775) 882-5322

173




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

UNI DENTI FI ED SPEAKER:  No.

CHAI RVAN WREN: Ckay. That's fine.

Let her read the remand first. Go ahead.

MEMBER MARTIN: M. Chairman and Board Menbers,
|"d like to recuse nyself from hearing this case.

CHAI RVAN WREN: All right. Thank you.

M5. BUONCRI STIANI: Terry has already identified
the district court case nunber and the state board case
nunbers and this is what the Court has ordered. It is hereby
ordered that the decision of the state board is vacated based
upon the finding that the witten decision letter is
insufficient pursuant to the requirenments of NRS 233B. 125 to
allow the Court to review the adm nistrative decision. This
case is remanded to the state board with instructions to the
state board to remand the matter back to the county board.

On remand, the county board nust go through the
proper procedures discussed above. Al of the pertinent
determ nations that the county board nust be supported by
substantial evidence in the record and be set forth in a
written decision.

It's saying that it's being remanded to the state
board for the state board to remand it to the county board.

CHAl RVAN WREN:  So remanded. GCkay. Hold on. It
just sounded so easy. W need a notion to follow the Court's

direction for us to remand it to the county. | don't know
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why they just didn't do it thensel ves.

M5. BUONCRI STIANI:  Qut of respect.

CHAl RVAN WREN:  They respect us? Woa, let's do
this officially right then.

MEMBER JOHNSON: M. Chairman, in this case
make a notion that we remand themin accordance with the
Court's order to the County Board of Equalization for further
proceedi ngs.

CHAl RVAN WREN:  Okay. |Is there a second?

MEMBER HARPER:  Second.

CHAI RVAN WREN: Di scussion? All in favor say
aye.

(The vote was unanimously in favor of the notion)

CHAI RVAN WREN:  Qpposed? The notion carries
unani nousl vy.

Call the next case, please.

M5. RUBALD: M. Chairman, I'd like to cal
several cases from Section H  These are direct appeals from
t he actual county assessor for the 2013-2014 unsecured roll
Al'l of the cases in Section H beginning wwth 14-319, Level 3
Communi cations, which is Tel ecomuni cations Property, and
al so the case nunmber -- everything between 14-319 and 14- 327
are all Level 3 Communications cases in Washoe County. Case
Nunmber 14-376, AT&T Mobility, is also Tel ecommuni cations

Property in Washoe County. Case Nunber 14-378 is Nevada Bel
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Tel ephone Conpany doi ng busi ness as AT&T Nevada, also in
Washoe County. Case Nunber 14-379, AT&T Conmuni cations, 1S
Tel ecommuni cations Property in Washoe County.

And then starting wth Case 14-329 through Case
14-362 are all Level 3 Conmunications in Cark County. And
all of those have been -- there are stipul ated agreenents
that you need to consi der.

MEMBER MESERVY: \What about al so 363, 364 and
3657

M5. RUBALD: 363, 364 and 365 have been
w t hdr awn.

MR. BANCROFT: I n grouping the cases instead of
calling all of themat once, it nmay be preferable to do it by
county because the issues may be different and we may have
di fferent questions by county.

M5. RUBALD:. For stipul ated agreenent?

MR. BANCROFT: Well, we had separate stipulations
with each of the counties. And to sone extent, they may
cover slightly different things, so | just want to make sure
that the board is clear

CHAI RVAN WREN: | appreciate that, but since
they're stipulated to, unless you want us not to agree, we're
just going to accept the stipulations, unless you want to
argue. So | appreciate what you're saying, but there's no

sense in nuddying the water. |If you' ve stipulated and both
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si des have signed the stipulations, we're not going to argue
with them unless you want us to. Do we get paid for that?
Wait. Do we get paid for that?

MR. BANCROFT: That's fine.

CHAI RVAN WREN: Ckay. Everybody, both sides are
in agreenment with all the stipulations in all the counties;
correct?

M5. RUBALD: And M. Chairman, for the record
think Clark County is represented by M. Scott down on video
conf erence.

CHAI RVAN WREN: I dentify yourselves, please. W
can't hear you.

MR. SCOTT: Good afternoon. This is Doug Scott
representing C ark County Assessor's Ofice. Can you hear ne
okay?

CHAI RVAN WREN:  Yes.

M5. GOODMAN:  Laurie Goodman wth the O ark
County Assessor's Ofi ce.

CHAl RVAN WREN:  Have you been sworn in?

MR SCOTT: Yes, we have.

M5. GOODMAN:  Yes.

MR. BANCROFT: Would you |ike us to state our
appearance for the record?

CHAI RMAN WREN:  Yes, pl ease.

MR. BANCROFT: Paul Bancroft and Bill MKean from
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Li onel, Sawyer and Collins appearing on behalf of Level 3
Communi cations, AT&T Mbility, LLC, Nevada Bell Tel ephone
Conpany and AT&T Communi cati ons.

CHAl RVAN WREN:  Okay. Thank you.

MR STAFFORD: And Mark Stafford for the Washoe
County Assessor's Ofice.

CHAI RVAN WREN: Ckay. Anybody want to make any
comrents about the stipulations? Everybody agrees to thenf?
kay. Close the cases. Entertain a notion.

MEMBER MESERVY: W th regarding to the cases
called in Section Hthat Terry has already called, nmy notion
is that we accept the stipul ated agreenents as signed.

MEMBER HARPER:  Second.

M5. BUONCRI STI ANl :  The stipul ated agreenent
val ues.

MEMBER MESERVY: |'msorry. The stipul ated
agreenent values is what | neant.

M5. BUONCRI STI ANl :  Thank you.

MEMBER HARPER: Re-second.

CHAI RVAN WREN: Discussion. Al in favor say
aye.

(The vote was unaninously in favor of the notion)

CHAI RVAN WREN:  Opposed? Motion carries

unani mously. Okay. Thank you.

M5. RUBALD: M. Chairman, the next group of
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cases |'d like to call are 14-306, 14-307, 14-308, 14-309,
14- 310, 14-311, 14-312 and 14-313. They are all Level 3

Communi cati ons, Tel ecommuni cations Property. And the El ko

County Assessor is the respondent. | should also add that in
t hese cases there are -- there is new evidence fromthe
assessor.

CHAI RVAN WREN: Ckay. Are you ready? GCkay
there's new evidence. First of all, identify yourself,
pl ease.

M5. RUSSELL: Katrinka Russell with El ko County.

CHAI RVAN WREN: Ckay. |If you would give us the
standard of |aw for new evidence, please.

MS. BUONCRI STI ANl :  NAC 361, this is introduction
of new evidence. |If this is a direct appeal it's not new
evidence. |Is this a direct appeal ?

MR. BANCROFT: Correct, yes.

M5. BUONCRI STIANI: There's no new evidence in a
di rect appeal .

CHAl RVAN WREN:  Okay. Go ahead and identify the
property, please.

M5. RUSSELL: The property is spread out through
El ko County, many different tax districts. So would you |ike
nme to identify the property by the account nunber?

CHAI RMVAN WREN: |s the same case -- the sane

argunment going to be through all the cases?
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M5. RUSSELL: That is correct.

CHAI RVAN WREN:  Why don't you identify the one
that you want us to follow then?

M5. RUSSELL: Ckay.

CHAI RVAN WREN:  And |I'm assum ng that it's okay
wi th everybody that we consoli date.

M5. RUSSELL: So with Level 3 Communications we
have Case Number 307 and then we have Case Nunber 308, 309,
310, 311, 312, 313. These accounts have Tel ecomuni cati ons
equi pnent |ocated in different tax areas throughout the
county. The reason for appeal is based on the type of life

schedul e that was used in calculating the depreciation.

CHAl RVAN WREN:  Okay. So what 1'll do now that
you' ve identified the property is I'll let the petitioner put
on their case and then I'I|l come back to you.

MEMBER JOHNSON: Did you nean to include Case 306
as well, 14-306? | didn't hear her say that. | thought she
started with 307.

CHAI RMAN WREN:  She di d.

MEMBER MESERVY: She didn't say 306.

M5. RUSSELL: [I'msorry. 306 through 313.

MEMBER JOHNSON: Okay. Good. | just wanted to
make sure we're all on the sanme page.

CHAI RMAN WREN: So whi ch one are we going to

follow, 306 or 307? kay. Let's follow 307. And
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entertain a notion that we consolidate these cases and the
testi nony.

MEMBER MESERVY: Wth all the slight that we just
heard on 14-306, 14-307, 14-308, 14-309, 14-310, 14-311,
14-312, 14-313, ny notion is that we consolidate themall to
this case using 14-307.

CHAl RMVAN WREN:  |s there a second?

MEMBER MARTIN:  Second.

CHAI RMAN WREN: Di scussion? All in favor say
aye.

(The vote was unaninously in favor of the notion)

CHAI RVAN WREN:  Qpposed? Mbtion carries.

Ckay, go ahead, sir

MR. BANCROFT: Thank you. Level 3 Conmunications
is a tel ecommuni cation conpany that was fornerly centrally
assessed by the Departnent of Tax. This is the first year
that it noved to | ocal assessnent and was assessed by the
i ndividual counties. Wat it owns in Elko County is a fiber
optic route that is buried in the ground and that's why it
appears in nultiple taxing jurisdictions. The conduit is
laid in the ground and then a fiber optic cable is threaded
through the conduit. |It's that property that's being val ued
in this case.

And in reporting the property, sone

i nconsi stenci es were di scovered anong the counties. W
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wor ked wi th Washoe. W worked with Cark. And that's why
t hose cases were settl ed.

The -- If you turn to the assessor's, what's
| abel ed at SBE-1, the assessor's new evidence, this --
there's an e-mail cover sheet and then after that the summary
revisions. But the next page shows here's the persona
property rendition and how they treated different categories

of property.

CHAI RVAN WREN:  |I'msorry. Let me catch up with
you.

MR. BANCROFT: SBE-4.

CHAI RMAN WREN: | know. But 14 what?

MEMBER HARPER: It's all the cases.

MEMBER MESERVY: It's got them all together.

CHAl RVAN WREN: | know. But it's not new
evi dence.

MEMBER MESERVY: It's 13-6.

CHAI RMAN WREN: Al right.

MR, BANCROFT: It's SBE-4.

CHAI RMVAN WREN:  Ckay.

MR. BANCROFT: And so the issues that came up not
just in Elko but in all the counties boiled down to three
i ssues that appear in Elko. No. Four issues. One is what
is the appropriate depreciable life for conduit that's buried

in the ground. In the stipulation that we just approved for
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Washoe County and O ark County, the stipulation provided for
a 15-year depreciable life pursuant to the personal property.

The second category, and you'll see it on page --
The second category is fiber optic cable, which is a, again,
in the stipulation with Clark and Washoe is a 15-year life.
On these schedul es, the El ko County assessor has noved both
of those categories to a 15-year life. W're in agreenent on
t hat .

The third category of personal property, and this
appears on SBE-4, was initially reported as central office
equi pnment because the personal property manual didn't have a
| ot of categories in which to put stuff. And since this was
the first time reporting, Level 3 wasn't sure how to | abe
this category of equipnent that it put in there. It put in
central office equipnent, which resulted in a 15-year
depreciable life.

But after explaining to the folks in Cark County
and Washoe County the nature of this equipnent, it's actually
conput er - based optical transm ssion equipnent, it was noved
to a five-year life. So the stipulation in both Washoe
County and Cl ark County noved that category to a five-year
life, which is what we're asking for here.

And the El ko County assessor has highlighted
those Iine items on the personal property sheet that dea

with this switch fromcentral office equipnent to
CAPI TOL REPORTERS (775) 882-5322

183




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

conput er - based optical transm ssion equi pnent.

And the final itemon the personal property
schedul e is the tel ecommuni cation equi pnent shelter. 1'm not
sure if you're famliar with what a tel ecomruni cations
equi pnent shelter is, but it's a pre-cast concrete
rectangul ar box that's taken on the back of a truck to the
| ocation and it is placed on top of a concrete foundation.
It is just to protect the -- the conputer-operated optica
transm ssi on equi pnment, the equi pment that receives the
signal and then energizes it to send it out again along the
condui t.

M5. RUBALD: M. Chairman, perhaps before
M. Bancroft goes too far along, | have the rel evant page
fromthe Personal Property Manual that he's referring to, a
copy for everyone to use. It mght be easier to see it than
to go through this --

CHAI RVAN WREN:  Yeah, if you would please. |
know you have sone comments on sonme of this. 1'Il let him
finish his and then you can do yours if you want.

M5. RUBALD: And for the record, the Personal
Property Manual can be found on the departnent's website at
tax.state.nv.gov if anybody needs to ook at it inmrediately.

CHAI RMAN WREN: Okay. Go ahead.

MR. BANCROFT: So the fourth category,

t el econmruni cati ons equi pnent shelter, Elko County initially
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placed it on a 50-year depreciable life schedule. And in our
stipulation wwth Cark County, Cark County reduced,
essentially reduced the value of all of the equi pnment
shelters to $49,000 and placed themon a 15-year depreciable
l'ife schedul e.

VWhat we're asking is just equal treatnment, you
know, if a type of property was reported in one jurisdiction,
it should get the sanme tax treatnment when reported in another
jurisdiction. And we just have four categories in Elko
County that we would |like -- the first two issues, the
conduit and the fiber optic cable, they' ve agreed to nake
t hose adjustnments. The second two categories, the swtch
fromcentral office equipnment to conputer-based optical,
she's highlighted those changes so you can see the line itens
there. And then that last itemis just the tel ecomunication
shelters, which appear on SBE-10 and SBE-11. They're in
there at acquisition cost, which does not necessarily reflect
t he, you know, natural value of these things and that's why
Clark County put themat a uniform $49, 000 per shelter and
the 15-year life instead of a 50-year life. And by doing
that, it would bring Elko in to consistent treatnment with
Washoe and O ark.

CHAI RVAN WREN:  What was the reasoning for going
fromthe 50-year life to a 15-year life?

MR MCKEAN: Bill MKean for the record, Lionel,
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Sawyer, Collins. This issue canme to |ight when we first
received tax bills -- the taxpayers received tax bills.

There wasn't a valuation in Decenber, so the tax bills
started coming out in April and May. And saw a change in the
tax values. CQbviously there was sone change expected from
central to |ocal assessnent, but the tax bills were extrenely
off the charts in terns of alnost three-fold increase.

Working with the Washoe County assessor, we
di scovered that they were using a 50-year |ife and we mnet
with the Washoe County assessor in the July tinme frane. And
at that tine explained what was happening in dark County,
had been locally assessed for 15, 20 years. They were
receiving a 15-year depreciation life, consistent with page
34 of the Personal Property Manual .

So wth that information, we wanted to nmeet with
t he Washoe County assessor and al so explain that in Washoe
County Charter Communications has fiber optic cable and
they're receiving the 15-year life. So that convinced Washoe
County that something needed to be done to equalize the
treat nent.

And so fromthere, we noved to the other counties
and worked with these assessors and they' ve been extrenely
cooperative. But | think that's the biggest issue was that
there were different standards being applied to the locally

assessed properties. And when these two taxpayers, Level 3
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and AT&T, were noved to | ocal assessnent, they felt as if
they were treated differently and it needed to be corrected.

MEMBER MESERVY: Do we have the Personal Property
Manual avai |l abl e?

M5. RUBALD: Yes, M. Chairman and M. Meservy,
yes, you have the Personal Property Manual for 14-15, but |
can testify to the fact that these |ives are the sane for the
13- 14 year and you have to go up to the top where it says NRS
and NAC and SBE hearing guidelines. And in there, the third
fromthe top is the Personal Property Mnual.

MEMBER MESERVY: Thank you.

CHAI RVAN WREN: Ckay. So when these were
centrally assessed, Terry, what was the life? Ws it 50
years?

M5. RUBALD: M. Chairman, centrally assessed
properties are based on a unitary val uation nethodol ogy
wi thout regard to the individual pieces of property. So
basically in unitary valuation we take the property plant and
equi pnment at historic cost |ess their book depreciation and
conpare that to the incone approach to see if there's
addi ti onal obsol escence. So we did not note individua
lives. But at sone appropriate tine | would like to testify
as to how this Personal Property Manual is put together.

CHAI RMAN WREN:. Ckay. Good. Thank you. Ckay.

Go ahead.
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MR, MCKEAN. If | may, | do have copies of the

13-14 manual excerpts with page 34 and the itens that

Ms. Rubald identified. |If it's helpful, I can hand those
out .

M5. RUBALD. | just already passed out the sane
page.

CHAI RVAN WREN: Ckay. Good. Thank you. So that
didn't answer ny question though. It went froma 50-year
life to a 15-year life. Wy?

MR BANCROFT: It didn't -- Sonme counties did not
go from50 to 15. And you know, for exanple the conduit and
fiber optic cable has always been 15-year life in Cark
County. So it didn't go from50 to 15. It's been 15 for al
of the people that, you know, CenturyLink and all of the
ot her peopl e who have always been | ocally assessed, they've
al ways been on a 15-year life. So in noving Level 3 from
central assessnent to |ocal assessnment in Cark County, Level
3 got the same treatnent as other taxpayers in Clark County,
15-year life.

CHAI RMVAN WREN:  Ckay.

MR. BANCROFT: But Level 3 has property in
mul tiple counties. And when it started conparing its tax
bills, it noticed that why do they have, why am| reporting
conduit and fiber optic cable here, why am| getting a

15-year life and | report it here and I get a 50-year |ife?
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And so when that discrepancy was brought to the attention of
Washoe County, they realized, oh, in Washoe County there are
exi sting taxpayers that they' re assessing at 15 years. So
they said we'll drop everybody to 15 to get everybody on the
same page. And if this needs to be addressed we'll do so
through a regul atory process and deal with it on a

goi ng-forward basis. But for equal treatnent in the current
year, we'll bring everybody to that 15-year bench nark.

CHAl RVAN WREN:  Okay. Anything else? Any
guestions?

MEMBER HARPER: M. Bancroft, on these shelters
you say C ark and Washoe went from 50-year to 15-year. |
don't see on this handout fromthe personal property tax
manual -- Yeah, | don't see where that falls in. |Is this a
new - -

MEMBER MESERVY: No. He -- Isn't that where --
You' re tal king about the box?

MEMBER HARPER:  Yeah.

MEMBER MESERVY: That was in the property,
Personal Property Manual, page 34.

MEMBER HARPER: W only have 33.

MR. BANCROFT: And |I'msorry, M. Harper, if |
m sspoke. But there were no equi pnent shelters in Washoe
County. It was only Cark County that | made that coment in

reference to. And that's just the way C ark County treated
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these. | can't direct you to where in the manual it says
that's correct.

MEMBER HARPER: Ckay. So it's relatively unique
in that it hadn't been categorized in the personal property
t ax manual

MR. BANCROFT: | don't know. Maybe on page 34.

M5. RUBALD: M. Chairman, | think it has to do
wi th whet her the assessor determ ned whether the property was
real property and therefore a 50-year |life or whether it was
personal property subject to the lives in the Persona

Property Manual

MEMBER HARPER: And |I'msorry. | understand
that. | just -- | don't see where -- | don't have a 15 next
to anything and | only have page 33. I'msorry. |If it's on

34, | didn't pull it up in front of ne.

M5. RUBALD: The full manual is on your disc.

MEMBER HARPER:  Ckay.

MEMBER MESERVY: |t doesn't have a box
specifically, but everything is 15 years or less. And that's
| think the issue really is --

(The court reporter interrupts)

MEMBER MESERVY: The issue is whether it's rea
or personal that nakes the difference, it sounds I|ike.

M5. RUBALD: And certainly one of the issues --

Wul d now be a good tine to discuss that page, page 33?
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CHAl RVAN WREN: Let nme do this. | want to
hear -- | want to wait. | want to hear fromthe county
first. So are you guys done? Ckay. Let's go to the
assessor.

M5. RUSSELL: GCkay. We are here today for
gui dance in regard to how to do the tel econmuni cati on assets
and how they need to be handled. | would just like to review
t he reason for appeal. The telecomunications conmunity have
filed the appeal on the assessed value due to the nethodol ogy
that was used in assessing the personal property.

In the past, the assessnents were done by the
Department of Taxation based on a unitary nmethod. When it
was found that per NRS 361.320 Nunmber A that some of the
t el econmuni cati on conpanies were to be assessed at the |ocal
| evel, the counties had several neetings in regard to the
assessnments and how to val ue this equi pnent.

On August 13th 2013, a letter from Washoe County
was sent to the departnent for clarification. A guidance
letter fromthe department was sent out on Septenber 10th
2013 approving the alternative nethodol ogy for the
t el econmruni cati ons equi pnent. And that was to be based on a
50-year life.

The tel econmuni cations conpanies feel that it's
not a fair assessnment of the real and personal property. |

woul d Ii ke to request that the board review the equi pnent
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used by the tel ecommuni cati ons conpany, provide specific
guidelines on the life schedule to be used on this equi pnent.
In order to maintain conformty and equity, all the counties
can take its ruling and go back, recalculate the 2013
property assessnents and either rebill or refund accordingly.

The other thing | have an issue wth is applying
a five-year life to an itemthat was purchased in 1982, 1988.
These itens are over 20 years old. How do we account for
that? Years ago we had to take a | ook at personal property
equi pnment used by mning and we had to change the persona
property life schedule. Because when you conpare heavy
equi pnent that was used by the contractors, that was on a day
to day. Well, that sanme heavy equi prent that was used by the
m ni ng conpany, that was used on a 24-hour basis. So we did
have to go back, take a look at that. And |I'mwondering if
we need to do that wth the tel econmruni cati ons conpani es.

You know, how about the fiber optic and conduits
that are buried in the ground? Wuld that be defined as
permanent? Sure, maybe it's not all in the ground. Do we
need to have that broken out? 1It's nmy feeling that we should
review the life schedul es on the equi pnment used by the
t el econmruni cati ons conpani es for accuracy and fairness.

Anot her area that we should review at this time
is the tel ecommunications shelters. | would |ike some

gui dance on whet her we should be conplying wth the request
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to apply obsol escence to these buildings. |If so, what kind
of obsol escence and how should it be cal cul ated? You know,
one of my kids is grown and gone, my house is too big and
enpty since she took all of her furniture. Should I apply
for obsol escence on that?

Joki ng aside, technology has cone so far in
maki ng t he equi pnent smaller and nore efficient. But there's
not that nuch space needed to acconmodate this. Does that
make the building | ess functional? You know, that's a
guestion we need to | ook at there.

You know, you asked a question earlier, how
shoul d they be val ued, 15-year life or 50-year life. It
depends on the building. If it's something that's brought in
and is not permanentized to the ground, then maybe we shoul d
| ook at that differently. But if it's real property, it's
attached to the life, it needs to be treated just |ike any
ot her buil ding owned by a conpany.

W would also like to request that the board
provi de gui dance to the tel econmuni cati ons conpany on the
procedures for reporting all real and personal property.
There's a need for clarity on the application costs and/or
the application year. Upon review ng sone of the statenents
provi ded by these conpani es, the year of application does not
change, but the anpbunt seens to increase or decrease. |

don't know if they're grouping the total cost to fiber optics
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together in that year in reducing the anmount of the disposed
amount, which woul d nmake sense. But how do we account for

i ncreasing the anount of fiber optics that was purchased in
1973 or 1993? | mean, | can see it going dowmn if they had to
di spose of it. But howdid it go up in that sane year?

think there needs to be a little bit of consistency in that.

The other thing that bothers ne is on review ng
sone of the other accounts in the other counties, there was
one agreenent that was made and the anount of that agreenent
was over a hundred thousand dollars and that was indicated to
be equi prment that follows along I1-80. Elko County has a | ot
of ground with |-80 going clear across that county. And ny
sti pul ated changes came to around $30,000 with reducing the
15-year life. These were nunbers that | cane up with in case
t he board wanted a nunber to give on an agreenent or
what ever .

So that kind of tells nme there's sone di screpancy
on the reporting. And so | think clarification needs to be
brought there. And that's all | have for you today. Thank
you.

CHAI RVAN WREN: That was quite a bit. Thank you.
Ckay. Good. I'mglad | heard that first.

Terry, your coments.

M5. RUBALD: M. Chairman, the El ko County

assessor referenced a couple of letters in request from
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Washoe County and the departnment's response. | did bring
copies of that if you wish to review those. And if not,
that's fine too.

CHAI RMAN WREN: | need to ask a question. On
your testinony, did you recormmend 50 years for the boxes?

M5. RUBALD: No. What we did is there was a
request to use for itens that were considered to be fixtures
or real property, the question was whether an alternative
cost could be found because it was represented to us that
Marshall & Swift was not conplete enough and with regard to
Tel econmuni cati ons Property, so what we did is we approved an
acquisition cost basis if it was real property then to apply
a 50-year life.

CHAI RMAN WREN: Okay. Do you have enough copi es
for both sides too?

M5. RUBALD: Yes.

CHAI RVAN WREN:  Any obj ections?

MR, BANCROFT:  No.

CHAI RVAN WREN:  Just hand that out.

M5. RUBALD: Okay. Then I would like to talk
about the Personal Property Manual. You'll notice that on
page 33, it's for tel ecomunications, generally says see
item zed equiprment and then it has a |list down there at the
bottom For fiber optic cable alone, it's a 15-year life.

Ri ght above that you'll see sonething called distribution
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plant if personal property. And that's to inply that a
deci sion needs to be made as to whether the distribution
plant is real property or personal property. But if it's
personal property, it has a 30-year life.

Vell, what is distribution plant? | would Iike
to reference page 56 in the Personal Property Manual. |
happen to be | ooking at the | atest one, the page is unchanged
for 13-13. And what appendix Cis, is the list of the
sources used to estinmate expected useful life. And one of
the sources that's referenced there is the Departnent of the
Treasury, Internal Revenue Service, Publication 946, howto
depreci ate property.

And | brought along -- W' ve got sonething el se
to pass out, please. | brought along the relevant page on
Tel ecommuni cati ons Property that describes what distribution
plant is. And just as soon as you get it, I'll ask you to
turn fromthe front page to the second page. And on the
second page you will see at Nunber 48.14, a description of
what tel ephone distribution plant is. It includes such
assets as pole lines, cable, aerial wre, underground
condui ts and conparabl e equi pnment and rel ated | and
i nprovenents as defined in the FCC Part 31 account nunbers.
So that is a description of what distribution plant is.

So how do we reconcile that with -- back to page

33, distribution plant if it's personal property? It appears
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to me that conduit is distribution plant. And although this
description in the IRS al so i ncludes cable, we have
specifically taken cable out and called it a 15-year life.
But distribution plant |ike coals and conduit are
distribution plant having a 30-year life. And that is what |
woul d recommend, that we continue to use the Persona
Property Manual as published.

MEMBER MESERVY: \Where is the 30 year again? |
didn't see that on the one you just gave us.

M5. RUBALD: It's on page 33 and it's just right
above the fiber optic cable. So there's a difference between
the conduit, which is infrastructure, and the cable, which is
in the infrastructure.

MEMBER MESERVY: Thank you

CHAI RVAN WREN: Ckay. So who approves the
personal property? This is out of the Personal Property
Manual ; right?

M5. RUBALD: It's out of the Personal Property
Manual .  The Personal Property Manual has a workshop every
year and then it's taken a nonth later to the Nevada Tax
Comm ssion for approval. And these lives have basically
remai ned unchanged for several years.

CHAl RVAN WREN:  Okay. And your Publication 964
fromthe IRS is just substantiating information, if you will?

M5. RUBALD: Yes, it is. Because on page 56 of
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t he Personal Property Manual, which is Appendix C, we
specifically reference the sources we use for the lives and
so one of the sources is this publication.

CHAI RVMAN WREN: Perfect. And it's been approved
by the Tax Comm ssion?

M5. RUBALD: Yes, sir.

CHAI RVAN WREN: So as often happens about this
time or earlier or later, I"'ma little bit confused. The 15
years that they're testifying about that they want us to use
is for the -- is for the distribution plant so everything
shoul d be 15 years?

M5. RUBALD: Well, it appears to ne that they
want ed equalization with dark County. dark County
apparently has decided that the distribution -- that the
conduit is not distribution plant. It nust be -- | won't
speak for them | don't know why they made the deci sion that
they did, but they were using a 15-year |life for conduit and
a 15-year life for fiber optic cable. And | would argue that
t he conduit should have been 30 years, as well as tel ephone
pol es.

M5. BUONCRI STIANI: Terry, is that based on what
you just discussed, that's your conclusion to what you j ust
di scussed? That's what's been approved essentially by the
Tax Comm ssi on?

MS. RUBALD: Yes. And what the actual basis was
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in the Personal Property Manual. W didn't make it up.

CHAI RVAN WREN:  Onh, but if you would have, it
woul d have been easier.

So what you're saying is Cark County should have
used 30 in your opinion?

M5. RUBALD: They shoul d have used 30 for the
di stribution plant, which includes poles and conduit, and
t hey shoul d have used 15 years, and they did use 15 years,
for the fiber optic cable.

CHAI RVAN WREN: And that's what you're asking us
to have everybody do?

MR. BANCROFT:  No.

MS. RUSSELL: Yes. It's ny understanding that
Level 3 and AT&T have reached stipulations with other
counties. Yeah. That's why | asked for a guidance to be
very specific howit should be done, |ike when you' re talking
30 years for distribution plants, 30 years for the tel ephone
pol es, 15, that it be very specific so that all the counties
are doing it that way. That's nmy main concern is uniformty
anong all the counties so there's no question about how we
didit.

CHAI RVAN WREN: Ckay. Let nme go off the record
for one second.

(Di scussion was held off the record)

CHAl RMVAN WREN: | think what | want to do is
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since we've heard the testinony, let's back up just a little
bit, okay, and what | need to do is ask you exactly what
you' re asking us for, okay, regardl ess of the stipulation.
The stipulations that we approved, we just approve the
val ues, not how anybody got there because we don't know.
Ckay. And that was kind of the inportant part of that is
that both sides said, hey, we think this is the fair tax,
we're not going to argue with that. However, it's very
i mportant, which is what the assessor is asking for is to
make sure everybody is on the sane page.

And Terry, we kind of have to | ook towards you
too to make sure that all the counties are using what's in

t he handbook and classifying it the same way. And | don't

know if we need a -- You and | have had di scussi ons about
personal property, trade fixtures as sone of -- the county
and | have. | don't knowif we need to have -- do sonething
to make sure -- what we need to do to make sure everybody is

on the right page of classifying the real property is rea
property, personal property is personal property and so on
and so forth.

And so having said that, just so | can see where
we are in this case, tell us again quickly what you're asking
us to do.

MR. BANCROFT: Well, since |I |ast spoke, a | ot

has transpired both fromEl ko County and fromthe Departnent
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of Tax. There's nore on the table. | started out thinking
this was sinple. But it's nore conplicated. It's not just
Clark County that was treating this in one fashion. It was
Clark, Mneral and Nye and Lincoln were all treating conduit
and fiber optic as 15-year. So it's not just one county and
it's not just a Level 3 issue. Right. 1It's not just a Level
3 or an AT&T issue. Because there are other

t el ecommuni cati on conpani es out there with conduit and fi ber
optic cable that have historically been given a 15-year
depreciable life, both in dark County and in Washoe County.

You know, if you |l ook at Charter Commruni cations
in Washoe County, it's on a 15-year life.

CHAI RMAN WREN:  For their fiber optic?

MR. BANCROFT: For their conduit and fiber optic.

CHAI RVAN WREN:  And how about the distribution
thing? That's kind of where it seens |ike we're going awy
with this.

MR MCKEAN. Ms. Rubald testified that she
bel i eves conduit is distribution plant. And we're sinply
saying the policy in this state whether it's witten or
unwitten has been to treat that distribution, if you want to
call it that, a 15-year life. The other property owners, Cox
Communi cati ons, Charter, CenturyLink, have all received that
treatment. It was AT&T, as you see fromthe letter, and

Level 3 were specially pulled out and instructed to be given
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a 50-year life, a whole different treatnent than the persona
real property issue. They were nevertheless billed as
personal property and provided this billboard Iife, as you
can see, which has nothing to do with the Personal Property
Manual .

We are sinply saying that in order to equalize
for this tax year, the only result has to be that AT&T and
Level 3 are not singled out for differential treatnent but
are treated the same way that Clark County has treated all of
t hese conpanies for many years, as Washoe County has treated
all of these conpanies for many years, the 15-year life for
conduit as Lincoln County, Nye County, Mneral County have
done so.

If there's a new change in policy, perhaps the
rule making is appropriate and we can address sone of these
issues in rule making. But right now, the key players, AT&T
and Level 3 are not the key players in the state. | would
warn that CenturyLink woul d have sonething to say about this
if they saw their tax bill for this kind of plant doubled. I
think there woul d be sonme other parties here.

We've tried to acconplish this given the playing
field that was out there, given what we knew about the other
counties and given what, for exanple, Josh WIson recogni zed
in Washoe County for other simlarly-situated taxpayers. It

put us at a conpetitive disadvantage with respect to the
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ot her conpanies with whom we conpete and it was clearly not
fair.

Going forward, there is probably a lot of issues
for us to roll up our sleeves and acconplish and | think we
have stated in discussions with the assessors that we are
willing and able to do that. But in this kind of context, |
don't think that's fair to these taxpayers and | don't think
it's fair to the other taxpayers who aren't here who would be
affected by this policy change. If you were to order Cark
County, for exanple, to go to a 30-year life, that would take
the conduit for CenturyLink and double it. And | warrant
t hey have a whole lot nore conduit in Clark County than we've
got in Washoe County.

And the others, just to put it in context, AT&T
reported to the assessors about 800 mIllion dollars
t hroughout the different counties. About 18 mllion of that
was tel ephone poles and things like that. So nost of this is
in fiber optic conputer equipnent. W're not necessarily
t al ki ng about what the big value is on sone of these itens,
so | just wanted to put that in context as well.

If | have your pleasure, | could also just maybe
address what Ms. Rubald went through a little bit of the
history here. The two letters that were from August, AT&T,
this is from August 2013, these letters. AT&T received tax

bills, like |I said, in the April/My tine frame under the
CAPI TOL REPORTERS (775) 882-5322

203




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

personal property bills. And after receiving those bills,
they noticed in Washoe County the tax bill went up by about
three-fold, noving fromcentral assessnent to this 50-year
life. AT&T filed direct appeals to the state board of My
15th and that's kind of why this informati on wasn't provided.

At that tinme, AT&T had no idea about these
directive letters. These were issued wi thout any kind of
public coment. They were issued and specified to taxpayers
for differential treatnment to get a 50-year life. W haven't
even heard that discussion today, 15 versus 30. This told
the assessors to use a 50-year |life for all the equi pnent,
which is why the tax bill went up so dramatically. And the
assessors thensel ves, the two assessors fromthe |argest
counties said this is not fair, we can't have this and they
stipulated to adjust those val ues accordingly and
appropriately consistent with what they've been doing for
many years under the Personal Property Manual and under the
supervi sion of the Departnment of Tax.

If there's a problemw th that supervision and a
problemw th how that's been done, that needs to be dealt
with, but it needs to be dealt with not through secret
directive letters that are not copied on the taxpayers, were
not provided to you, were not provided to us, was done
wi t hout any rul e maki ng, wi thout any notice under 233-B,

under the rul e-maki ng procedures. Any kind of change in
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policy like this should be noticed so that other taxpayers
who can be affected have a voice.

CHAI RMVAN WREN:  What |I'mgetting fromthis is
t hat when everything was centrally assessed there wasn't any
argunments or appeal s.

MR. MCKEAN:. There were appeals, but the appeals
were general ly based on the inconme approach because it was a
unitary income approach and whet her or not RCNLD --

(The court reporter interrupts)

MR. MCKEAN: At essential assessnent, the issues
were very different. It was not a county by county. It was
a unitary value as to the standards.

(The court reporter interrupts)

MR MCKEAN: RCNLD, replacenent cost new | ess
depreciation is a central assessnment termthat is simlar to
some of the concepts.

CHAI RVAN WREN:  So Terry, why don't we go from
the centrally assessed to the counties.

M5. RUBALD: M. Chairman, in 1999 a | aw was
passed that basically said the tel ecommunications are
properties that carry video services were no |onger to be
centrally assessed. They were to be |locally assessed. And
that was primarily at the time aimed at cable tel evision type
providers. But since that tinme there's been a convergence of

the i ndustries between tel econrmuni cati ons and cable TV and
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those that we can identify of telecons that carry video and
we rel eased back to | ocal assessnent that happen to be Level
3 and AT&T Nevada and AT&T general ly.

One of the itenms in your record we brought
forward | ast year, | believe, Level 3, because we had al ready
centrally assessed it when we finally got a nmenorandum from
the attorney general's office stating that we needed to
rel ease these properties and so we brought it -- since it had
al ready been placed on the central assessnent roll, we
brought it to your attention and this body issued a decision
taking it off the central assessnent roll, that's Level 3,
and putting it on the |local assessnent roll. W had already
t aken AT&T Nevada and AT&T off the central assessnment roll
so we didn't need to cone to you to do that. So that's why
t hat occurred.

If I may, | would like to rebut the allegations

that M. MKean has seen fit to nake about secret letters,

may | ?
CHAI RVAN WREN:  Sur e.
M5. RUBALD. Okay. If I could refer you to NAC
361.128, it basically says -- it requires us to use Marshal
& Swft. And then it says, "If the manuals described in

Subsection 2 do not apply to inprovenents of a particul ar
occupancy or construction type, the county assessor nmay apply

to the executive director for perm ssion to use alternative
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recogni zed cost manual s, cost determ nations or subscription
services. |f the executive director finds that the manual s
descri bed in Subsection 2 do not apply to such inprovenents
and that the alternative recognized cost manual s, cost
determ nati ons or subscription services are suitable, the
executive director shall within 30 days after receiving an
application pursuant to this subsection approve the use of
the alternative recogni zed cost manual s, cost determ nations
or subscription services and notify each assessor of that
approval . "

So we received a letter from Washoe County asking
us, telling us that they felt that Marshall & Swft was
i nadequate for the valuation of properties, certain fixtures
that they found were real property. And so what we did is we
granted them perm ssion to use actual acquisition cost and if
it was real property to use the 50-year table that was in the
Personal Property Manual for billboards so that they would
have the sanme treatnment as other real property.

CHAl RVAN WREN:  Ckay.

M5. RUBALD: And there was no specific direction
on which property. It was just property that the assessor
deened to be real property.

CHAI RMAN WREN: Ckay. So it appears to ne that
what we're dealing with here are fiber optics plants or

comuni cations, if you wll. And fromwhat |'mgetting out
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of this is the fiber optic cable itself has a 15-year life
and the distribution plant, which is everything else, should
have a 30-year? |Is that pretty nuch fair to say? Those are
the two conponents we're tal king about, the cable and

everyt hing el se?

M5. RUBALD: The distribution plant is as |
described it in the I RS publication.

CHAI RVAN WREN: Wi ch is everything el se.

M5. RUBALD: No. Because there is a lot of
central office equipnent, conputer equi pnent, those things.
And that's covered in all of these other item zed categories.

CHAI RVAN WREN: Right. Ckay.

MEMBER MESERVY: It seens to nme it would be a | ot
easier if they incorporated this definition in the next round
in NAICS. It wuuld be helpful to maybe list it to describe
what's a distribution plant by listing these itens. It m ght
hel p sone.

CHAI RMAN WREN: So | have a question for you and
a question for, | guess, for the board also. It's one of
t hose things where two wongs don't make a right. Just
because C ark County and Washoe County were doi ng sonet hi ng,

what appears to be in opposition to what the handbook says

t hey' re supposed to be doing, | don't think we should say,
wel |, okay, yeah, if you're both doing it wong it makes it
right. | think everybody should be doing it in accordance
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w th the handbook.

V5. BUONCRI STIANI: We've had testinony or you' ve
had testinony today as to what's occurring and as to what the
counties are doing. What you' ve done in the past is hold a
heari ng and take the evidence to find out exactly what they
are doing. And so you could make a finding today that it
appears the counties nmay not be doing the sane thing and hol d
a hearing at another tine and ask themto cone in |like you
did before when it came to other nethods to get themto
testify and provi de evidence about what they're doing.

And in ternms of the -- There was one ot her
thing -- the appeal today, | don't know that you would have
to make a finding that this is the proper way to val ue these
things. You already had to decide that, that this is
whatever way it is you decide is the proper way to do it.
That's how you interpret the personal property. Because you
don't -- you cannot approve nethods and you can't set those
lives, you know, years, but you do have to interpret it in
order to val ue property.

And so | guess first you would have to determ ne
what you bel i eve based on the testinony and the evidence
today is the proper way to val ue these properties. And then
in terns of the allegation that it's being done different in
every county is hold a hearing to find out what's bei ng done

in every county. Because as you stated in regard to the
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stipulations, just because the stipulation says that's what
they' re doing, you would agree that's not sonething that --
you didn't approve anythi ng about the nmethods there, you
approved the value and you would actually have to find
sonething directly fromthe assessor instead of taking
evidence as to that to nake that determ nation

And then if you find that's what's happeni ng then
you woul d have to go on fromthere and you could find out
fromthe assessors if it would be helpful, as Katrinka has
said, to get, you know, to have regul ati ons and have sone
testinmony to devel op regul ati ons.

And what you've done in the past, and | believe
M. MKean was involved init with the golf courses, is that
you continued the cases pending finding a need in our
regul ations to be doing the sane thing is to continue the
cases until that happens. And | can't renenber what happened
to the golf course cases.

MR. BANCROFT: The golf course cases are a
di fferent situation because in that case you had all the golf
courses kind of appealing and creating that open issue. In
this case you' ve got tel ecomunication conpani es that have
al ready been assessed on this basis. The idea that the
conduit was not a distribution plant, it was treated as a
15-year property in Clark, Nye, Mneral and Washoe Counti es.

So you have conpani es out there who have al ready received
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that 15-year treatnent for the year at issue here. You know,
I i ke CenturyLink, Charter Conmunications. W should be
getting the sane tax treatnent as they received. And any
confusion --

M5. BUONCRI STIANI: | addressed that with ny
first point and that is to discuss this with all of the
taxpayers. Wiat |I'mtal king about is if there needs to be
regul ati ons. Katrinka had asked for direction on what to do.

MR BANCROFT: Ch, | agree that this whole issue
could -- is worth clarifying on a go-forward basis. But |
don't see any reason to hold up the determnation in the case
today for this tax year because we're just asking it be
treated as other simlar taxpayers this year. On a
go-forward basis, yes, open up the regulatory process, have
wor kshops, cone up with new rules and apply themto
everybody. Don't just single out two taxpayers to do it.

Just to get back to your question, you asked
specifically what categories are at issue in this case. And
just based on the discussion, it does not sound |ike fiber
optic cable on a 15-year life -- It sounds |like people are in
agreenent on that. The idea that conputer-based optical
transmssion is a five-year life, it doesn't sound |ike
peopl e are in disagreenent on that one.

The only two -- The one is conduit. Some

counties have apparently treated conduit as a 15-year
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property. That's already water under the bridge. And Terry
has suggested that perhaps it should be treated as a

di stribution plant and identified a 30-year property. So
that's one. | started out saying there's four. Two aren't
at issue: Fiber optic cable and conputer-based optical.
Conduit is the discretion of should it get the sanme treatnent
as others or should it be treated as distribution.

And the fourth is the idea that tel econmunication
equi pnment shelter, is it real property, depreciable over a
50-year life or should it be treated as personal property.

CHAI RVAN WREN: Ckay. And | guess that kind of
makes sense now. Your testinony what the other counties are
doing is your testinony. W don't have them here telling us
that. So it's been whispered in ny ear that it's hearsay,
which | woul d ki nd of have to agree with.

What | want to do is ask Katrinka how are you
handling your life in this case?

M5. RUSSELL: Ckay. We did put the fiber optic
at a 50-year --

CHAI RVAN WREN:  50.

M5. RUSSELL: ~-- for the tel ecommunication
shelter based on that. But once we realized that it was
fiber optic, we did go ahead and | put it in the sunmmary, we
did tal k about doing it at a 15-year |ife because we're

treating it like fiber optic conduit out of the ground.
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CHAI RVAN WREN:  Ckay.

M5. RUSSELL: But what |'masking for in guidance
is the distribution plant let's be very specific. Fiber
optic, we're going to treat it just like it says in the
Personal Property Manual, distribution plant, the poles and
all of that are going to be in here as a 30.

Tel ecommuni cati on shelter, should we apply obsol escence to
that -- to the building? And if so, how should we do that so
that all the counties do it the sanme way? | just want it to
be very specific, the ruling, so that when we wal k away from
here we all do it exactly the sane.

CHAI RVAN WREN: So the building is -- the
building isn't called that in your handbook there, the
bui l ding would be part of the distribution plant; correct?
| s that your opinion?

M5. RUSSELL: | believe it depends on if it is
t he outdoor distribution plant. Elko County has sone
property where it's just a building. And it's not a
distribution plant. It's just a building. So I think --

CHAI RVAN WREN:  Concret e bunkers.

M5. RUSSELL: So | think you have to nmake a
j udgment cal |

CHAI RMAN WREN: So it also cones in to question
then, is that personal property real property; correct? This

is going to surprise you, but | don't think we're going to be
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able to answer that today. | have ny opinion, but --

MEMBER HARPER: Can | ask a question? And |
don't know if this is going down the right road or not. But
is this the first and only conpany or situation in El ko
County? You have no other |ike CenturyLink or --

MS. RUSSELL: You know what --

MEMBER HARPER: Charter?

MS. RUSSELL: -- We have other tel ecommunication
conpani es. W' ve been assessing themat a local level. You
know, they were just, you know, the communication shelters,
cell phone towers and the little building at the base of
those towers, that's pretty nuch it. But nothing on the
| evel of Level 3 or AT&T Conmuni cati ons.

M5. RUBALD: M. Chairman, | guess | should
mention, if we're tal king about this, the departnent still
val ues about 20 tel econmuni cation properties. And | told you
before it was on a unitary basis where we take basically the
historic cost |ess their book depreciation. And what that
neans is we're -- we review where we can, audited financials
and SEC-10-K and what not. And in your own record, there's
the | evel 310-K which says that the fiber optic
infrastructure including conduit is valued at -- is
depreciated with a 25 to a 50-year life. So the
central |l y-assessed tel ecommuni cati ons using book cost

depreciation is using a 25 to 50-year life.
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CHAI RVAN WREN: Ckay. Let's do this. Gve the
court reporter a chance to let her fingers cool off. Let's
take a short break and everybody think about it.

(Recess was taken)

CHAI RVAN WREN: | think maybe what 1'd |ike to do
real quickly is get dowmn and try to figure out -- W've had
testi nony, hearsay, about what other counties are doing. |
have sone assessors or assessors' representatives in the room
ot her than El ko County. And what | would Iike to do is have
t he assessors or your representative fromthe other counties
come up and tell us how you are handling these issues in your
county so we can see kind of what page everybody is on.
Storey, come forward.

MS. SEDDON: You're going to pick on ne.

CHAI RVAN WREN:  Wel |, anybody that runs around
wth "VC' on their shirt.

M5. SEDDON: |'ve got a volleyball ganme at 5:00
o' cl ock.

CHAI RMAN WREN: Wl |, okay. You understand ny
guestion. | assune you've been listening to the testinony?

M5. SEDDON:  Yes, | do. Jana Seddon, Storey
County assessor. This is the first year that we've had to
have any tel ecomuni cati on conpani es, so we have tried, |ike
Katrinka has said, we tried to equalize anong all the

counties and so we've all tried to do the sane thing.
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Oiginally we put everything on at a 50-year
life. Then after all the other we kind of, Storey County
ki nd of hung back because we're the little guy. And what we
cane up with a potential stipulation but based on what the
state board' s recommendation for everybody one el se we have,
we actually have a -- we actually have a provision in our
stipulation that will be null and void depending on what the
board deci des.

However, what we did stipulate was 30 years on
the poles, 15 years on the conduit and fiber optics.

CHAI RVAN WREN: Okay. Wiich follows the
handbook?

M5. SEDDON:  Well, fromwhat we're hearing, the
conduit which we would rather have at the 30 year, I|ike
said, we were trying to stay in line and be equalized
t hr oughout sone of the other counties |ike Washoe and d ark,
we did put the conduit on 15 and the fiber optics. But we
agree with the 15 on the fiber optics, but we also had the
pol es on at 30.

CHAI RVAN WREN: Ckay. But that's what the
handbook says.

M5. SEDDON:  In the poles but not the conduit.

CHAl RVAN WREN:  Okay. So according to the
handbook, the conduits should be 30.

MS. SEDDON: Yes, fromthe clarification that
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Ms. Rubal d gave us today.

CHAI RVAN WREN: Ckay. So that was your only
di sagreenent. Ckay. You're off the hook

Laur a.

M5. RUBALD: If | may just add one thing,

M. Chairman. That Personal Property Manual says
distribution plant if personal property. So that is, |I'm
assum ng that the decision was nade by Jana that it was
per sonal property.

CHAI RVAN WREN: Ckay. Ms. Duvall. And to be
fair to Laura and the assessors that conme up here today, if
you don't know, that's okay too.

MS. DUVALL: Laura Duvall, Lander County
assessor. | would like to state on the record that | have
objections to even testifying because the appeals in ny
county were not filed in accordance wth Nevada | aw. They
were not appealed at the county level nor the tinme frane that
t hey were supposed to be appealed to the state level. They
wer e appeal ed actually | ast nonth.

CHAI RVAN WREN: Ckay. We're not hearing your
case right now so hold off on that. | understand where
you're going. But | just --

M5. DUVALL: Ckay. |In Lander County as far as
the fiber optics we too have no argunment that they should be

a 15-year life. W did also put themout at 15 years. And
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based on the directive letter fromthe Departnent of
Taxat i on.

However, | do feel that the distribution plants
if personal property, and | state if because |I have rea
concerns about what is personal property and what is rea
property, buildings, and structures if they are deened to be
real property they have a 50-year life schedule just |ike al
other real property for all other taxpayers, not just
Tel ecommuni cations. And the conduit should be based on the
Personal Property Manual should be a 30-year life. |'mnot
in disagreement with any of that.

| amin agreenent with follow ng the Persona
Property Manual because it was adopted by the state Tax
Commi ssion and it's been the manual that we use for decades
for these type of itens. | realize sone things are not
really specific, however, | think it's pretty clear there's
not a di screpancy on what is considered distribution
equi pnent and what is the fiber optics conputer itens at a
five-year life, specifically |I have no problem

But | do have concerns about things that
t el econmmuni cati on conpanies would like to call persona
property. |If you do the test, do you disturb the area around
it, do you destroy other things by renmoving it. And if you
do, it's real property. So if you are going to say the

conduit in the ground is personal property and there would be
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no di sturbance of the ground by renmoving it, | would argue
t hat point.

So | think there has not been a | ot of discussion
about the guidance letter because it says, you know, for
itens that are deened to be or considered by the assessor to
be real property, there should be a 50-year life just like
every ot her property, houses, garages, sheds, patios, decks,
concrete. | nean, we can sit here and argue all day is ny
old tin shed classified as real property with a 50-year life,
is it going to last that long. They've got buil dings that
have been there for nore than 50 years and they're saying
they should be a 15-year life. Well, how can they still be
standi ng? Wy are they still using then? Wy are they a
viable part of, you know, their equipnent? |If they're only
15 years, why are they still there? They should have fallen
down; right?

That woul d be nmy concern and ny issue is the
argument with what's real property and what's persona
property. But as far as the rest of it goes, | feel we
shoul d adhere to the Personal Property Manual and two w ongs
don't make a right. And | agree the stipulated grievance
that granted in to there was no di scussi on about the
nmet hodol ogy so we don't know what was done or what wasn't
done in other counties. And I certainly wouldn't kick them

to the curb wi thout know ng that.
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CHAl RVAN WREN:  We haven't heard the evi dence
so -- Ckay. Thank you. Just when you thought | didn't think
you were back there.

MS. LEE: For the record, Ruth Lee, Esneral da
County assessor. Chairman Wen, | don't know if you want ne
togointol didit and then | anended it the way the
gui dance letter went and then | anended it again. And | am
using the 15-year for the conduit and the fiber both because
| don't have a lot of the issues that everybody el se has. |
don't have buildings. 1've got basically junk cable on the
side of one of ny areas near California and that's it. And
then | did five-year on the swtches.

CHAI RMAN WREN:  You don't have any pol es or
cabl es or anyt hi ng?

M5. LEE: No, sir, | have nothing |ike that.

CHAI RVAN WREN: |'ve been to your county. |
bel i eve that.

M5S. LEE: Yes.

CHAl RVAN WREN:  Ckay. But what is your
interpretation of the handbook?

M5. LEE: Well, | would have gone with the
t el econmuni cati ons and because the cable and the fiber are
hooked t oget her, they can be yanked out at any point in tine.
It's on the edge of the county. It's really old there, you

know.
CAPI TOL REPORTERS (775) 882-5322

220




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

CHAI RVAN WREN: Ckay. That's fair. Good. Thank
you.

MS. LEE: Unh- huh

CHAl RVAN WREN:  One or both. You're up first.

MR. MEARS: For the record Mchael Mears,
Me-a-r-s, Eureka County. W originally put ours on with a
50-year life on the fiber and conduit. Wen we had
di scussions with the taxpayer after they had received their
bills and realized that those bills had essentially al nost
tripled, we went back and | ooked at it. | discussed it with
nmy col |l eague i n Washoe County, Josh. And discovering that
they were going to put everything on a 15, we determ ned we
woul d do the same. So as you know because it's in your
packet, we did stipulate with AT&T.

And at this point having heard from Terry today,
| think there's definitely sone argunent to be nade and sone
di scussion to be had as to whether conduit should be
considered real property or not and what |ife schedule we
shoul d be putting on that. As a network person for Eureka
County, we have a lot of pipe in the ground and we nove cabl e
in and out of it all the tinme. W don't nove the pipe. The
pi pe stays in the ground.

So | think, again, nmoving forward this is
definitely sonmething that we would like to all have

clarification. The bottomline for all 17 of us is just that
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we're doing it the sanme so we're not sitting in front of this
board every year arguing over how we did the buildings, how
we did the conduit. That's where Katrinka is spot on. W
just want to know what you want us to do, what does the Tax
Comm ssion want us to do. W just want to nmake sure we're
doing it correctly and the sane as our nei ghbors.

CHAI RVAN WREN: Good. We're trying to figure out
how to hel p you get there. Thank you.

M5. GREEN. Norma G een, Churchill County
assessor, for the record. What we currently billed, and we
haven't stipulated to anything yet, we were waiting for sone
further guidance, we did fiber optic at 50, we did the
conduit at 50, the shelters at 50, the conputer equipnent at
five and the tel ecommunication equi pnment at ten.

Fi ber optic | have no problem being 15. The
conduit based on the three-part test in the Personal Property
Manual and using the alternative cost, | felt it should be
50.

CHAI RMAN WREN: Cl assifying as real property, not
per sonal property.

M5. GREEN. Real, not personal property.

CHAI RVAN WREN: So far you're the only one who
said that all the way across the line. What is your
interpretation of how you determ ne whether or not it's rea

property or personal property?
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M5. GREEN. \When you | ook in the persona

property manual, we have | think it's in the beginning of

that, right at the beginning of it, we're given instructions

to look at that to give it a three-part test and is it
permanently affixed in to the ground. | believe the conduit
is. | don't think they're typically going to renove that.

think they are going take the fiber in and out but not the

condui t.
CHAl RVAN WREN: | agree. OCkay. Anything else?
M5. GREEN.  No.
CHAI RVAN WREN: Ckay. Thank you. \Who did |
m ss?
M5. MCBRIDE: Melanie MBride from Lincoln
County. I'min Las Vegas.
CHAI RVAN WREN: Sorry. | had people wal ki ng up
and | said that's not you. GCkay. Go ahead.

M5. MCBRI DE

condui t,

we have been using 15-year life. |

For the fiber optic and the

have questions

on the shelters stil

because the description they gave ne

was it's a pre-cast nodul ar concrete shel
to the side and dropped on a concrete pad.
isn't,

is real property but the shel

questions. | don't know if that's how Level

But |

t hat

is strapped

The concrete pad

so that's one of ny

3 decl ared

theirs to everyone el se.

for that.

used a 50-year |ife schedule

But now I' m questioni ng whether it should be
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personal property because only the concrete pad should be
real property.

And |'m here for guidance and I want to give
kudos to Katrinka for asking nost of the questions that al
of us had.

CHAI RVAN WREN: | was kind of proud of her too.
Leave it to El ko County, right. Okay. Thank you very nuch.

Jeff.

MR JOHNSON: For the record, Jeff Johnson,
Hunbol dt County assessor. W costed everything at the
50-year life, the conduit, the fiber, all of that stuff. W
did it according to the guidance letter. W actually -- T
associ ation had all tal ked about what we were going to do and
it was ny understanding we all agreed it was going to be a
50-year life, so we put it on that way and left it that way.

CHAI RVAN WREN: Ckay. Perfect. You're wong.

MR, JOHNSON: Apparently. It's not the first

M5. UNDERWOCD: Debbi e Underwood from Wiite Pine
County assessor. W did the poles, the conduit, the fiber
optic all at a 50-year life for the sane reason why Jeff
said, that we felt that the guidance was there. And | felt
that it was supported by the dates that was given of how | ong
t hat equi prent had been in place. W have some clear back to

1950s, the '70s, so we felt that that was reasonable to use a
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50-year life.

CHAI RVAN WREN: Ckay. Thank you. | won't tell
you you're wong. | just tell Jeff that.
M5. HAMLTON. |I'm Celeste Hamlton. [|'mthe

Pershing County assessor. And that's C-e-l-e-s-t-e Ham |ton
And this makes three of us that have all done it the sane
way: Jeff, me and Debbie. 1It's the 50-year life for
everyt hi ng.

CHAl RVAN WREN:  Okay. Al right. Good. Thank
you very nuch. | appreciate that and | appreciate your
answers too. Did | get everybody? Does Washoe County want
to chine in since you're here?

M5. WLKINS: Good afternoon. For the record
Teresa W1 ki ns, Washoe County chief deputy assessor. Washoe
County initially did value the properties in question using
the 50-year life. Based on the additional information, we
revalued it and our stipulated values do reflect that recost
into the 15 years.

CHAl RVAN WREN:  Okay. Thank you. And who's in
Clark County? Who's in Las Vegas? Everybody here left.

V5. GOCDMAN: Lori Goodman with the Cark County
Assessor's O fice.

CHAI RVAN WREN:  Hi. Do you want to address this
for us?

M5. GOODMAN:  They noved the canmera. Qur --
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Basically the value that we stipulated to was the
reclassification on the taxpayer's report fromthe centra
of fice equi pment to the conputer-based sw tching equi pnent.
W had originally valued the fiber and conduit in a 15-year
life. | toured all of the facilities that they have here.
Most of themare the stiff-type buildings that are on the
concrete pads, so the four shelters that we don't have on
real property records here | did take it the 15-year life.

CHAI RMAN WREN: Ckay. And your underground
conduit is 15 years al so?

M5. GOCDMAN:  Correct.

CHAI RVAN WREN: 15, okay. Al right. Thank you.

M5. GOCDMAN: 15, yes.

CHAI RVAN WREN: 15, okay.

M5. GOCDMAN:  Thank you.

CHAI RMAN WREN:  Al'l right. Well, what this tells
us is that everybody is not doing it the sanme way and the
fact that there are stipulated values is fine. That's
al ready cone before us. So it gets back -- What you're
asking us to do -- Let's get back to this case now and see
how we can deal with this. Wat you guys are asking is for
the 15 years and what you're saying is you follow the
handbook; is that correct?

M5. RUSSELL: W did up to a point. Not on

everything. You know, we did the 50-year |life. But on the
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conmput er - based, we did follow the personal property handbook
and on the conputer sw tchback equi pnmrent and we went back and
changed -- Well, we did sone cal cul ati ons based on a 15-year
life with the fiber optic. But |I feel like conduit 50. And
| wasn't sure if fiber optic conduit was the sane. | found
out today it's not. So guidance on real property.

CHAI RVAN WREN: Ckay. Go ahead.

MR. BANCROFT: Just to clarify, you know, because
for Elko County on their line itens on their equi pnent
schedul e, there's the conduit. And on the version that she
submtted as her Exhibit A she now has the conduit on a
15-year life. She has the fiber optic cable on a 15-year
life. She has the central office equi prment that has been
recat egori zed as conputer-based on a five-year life. And we
are confortable wth all three of those that are on her
Exhibit A

The only question was the tel ecommunications
equi pnent shelter. And if this, if Exhibit A are the val ues
t hat she's suggesting, we're confortable with the way she's
treating conduit because she's noved it froma 50-year life
to a 15. She's noved fiber optic from50 to 15. She's noved
t he conputer-based optical transm ssion equi pnment froma 15
to afive. W're confortable with those changes if this
Exhibit A is what she's proposing.

The only remaining question is how do you treat
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t hose SCI F-type equi pnment shelters, and she's applied a
50-year life to those. And | think the testinony was out of
Clark County that it was applied at a 15-year life, those
SCl F-type ones.

CHAl RVAN WREN:  And there was three counties with
50 on them And the difference is whether or not they're
per sonal property --

MR BANCROFT: And one that --

(The court reporter interrupts)

MR. BANCROFT: And one that put a 30-year life on

CHAI RMAN WREN:  Ri ght .

MEMBER MESERVY: | don't think she was agreeing
with the underground utility should be at 15 anynore. It was
30 based on what our conversation was. |s that correct?

M5. RUSSELL: | will be nodifying ny record to
reflect what we pretty nuch determ ned today, conduit, rea
property, tel ephone poles, distribution plants. So the
sunmary it was just to give you an idea of what things would
be at a 15-year |ife. But now we found out the conduit
should be 30. So these nunbers are inaccurate.

CHAI RVAN WREN: COkay. So this is kind of
conplicated and we're kind of running up the clock here. W
don't have to nmake a decision tonight. W can nake a

decision in the norning. You guys can think about it or |
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can close the case and we can discuss it and make a deci si on.
MEMBER MESERVY: | think the decision is easy,

but I'mnot sure, you know, if everyone is going to agree

withit.

CHAI RVAN WREN:  We don't care. So having said
that -- Has everybody had their due say?

MR. MCKEAN: | would just point to one other --
No nore -- No further coments. Thank you.

CHAl RVAN WREN:  Okay. Thank you.

Okay. M. Bancroft, if you will tell us exactly
what relief you are seeking on this property to make sure
we're all still on the sane page.

MR. BANCROFT: There's four categories of
equi pnent that were reported in El ko County. They appear on,
at SB-4.

CHAl RVAN WREN:  On the new evi dence?

MR. BANCROFT: Yes. The first on SB-4, those
line items that are referred to as central office equi pnent,
after reviewi ng and identifying, that equi pment was
recl assified as conputer-based optical transm ssion equi pnent
and noved froma 15-year life to a five-year life. That's
howit's treated in Washoe County. That's howit's treated
in Cark County. And | understand fromtoday's hearing that
El ko County is confortable with that treatnment for the

conput er - based optical transm ssion equi pnent.
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On page SBE-6, there's |line itens for two itens,
conduit systens and fiber optic cable. Both conduit systens
and fiber optic cable were initially billed by El ko County
using a 50-year depreciable life. The schedule she's
provi ded here are depreciating on a 15-year depreciable life.
W're confortable with that. W would ask that a 15-year
life be applied to both the conduit and fiber optic cable.
That's the way it's treated in Washoe County. That's the way
it's treated in Cark County.

However, during testinony today it's been
identified that the conduit systens could be classified as
di stribution equipnment and a 30-year |ife may be in place.

We woul d argue for the 15-year life for uniformty purposes.
That's how it's been treated. That's how CenturyLi nk was
assessed al ready.

The fourth item-- So those are the first three
categories. The fourth category appears on SBE-10 and these
are the three tel ecomuni cati on equi prent shelters, the
SCI F-type shelters that are just dropped on the pads and that
Elko is currently treating themas real property, 50-year
property, and we would ask that it be treated as personal --
the shelter itself be treated as personal property and
depreci ated under a 15-year schedule as it is being done in
Cl ark County.

CHAI RVAN WREN: Ckay. All right. Thank you.
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"Il close the case. Comments.

MB. RUSSELL: If | may.

CHAl RMAN WREN: Comment s, yes.

M5. RUSSELL: M. Bancroft nade reference to on
the summary the things that were highlighted in yell ow and he
said he's okay with that. Well, I'"'mglad he's okay with
that. The reason | made those changes going froma 15 to a
five is because he refiled an affidavit on Septenber 30th
stating that equi pmrent had been m sl abel ed and | abeling it
correctly as conputer equipnent it required that | change it
to a five-year life. | just wanted to nmake sure that was
cl ear.

CHAI RMAN WREN: Ckay. Good. Thank you. Ckay.

MEMBER HARPER: My comments are there's
t el ecommuni cati ons conmpanies and be it that it sounds to ne
like the majority of themare in Clark County, be it
CenturyLink. | guess there's Charter up here in Washoe.
That have been | ocally assessed and in nmy opinion that Kkind
of sets an equalization that | think for this tax year that
we' re tal king about and these specific properties that the
ot her counties need to equalize at because | don't see how
j ust because Level 3 and AT&T all of a sudden in this one
year noved from being centralized -- centralized attack
what ever -- Thank you -- to local that this, these two

conpani es or related conpanies are treated different than the
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exi sting ones that have been |locally assessed for a nunber of
years.

And yes, | agree, noving forward maybe the whol e
t hi ng needs to be reopened but for all the tel ecomunications
conmpani es, including Charter, CenturyLink and all the ones
t hat have been being assessed |locally for a nunber of years.

CHAI RMAN WREN: Okay. Dennis.

MEMBER MESERVY: You know, ny concern is that,
you know, | was given this job to follow the law and | can't
go around maki ng up, you know, just because sonebody did it
wong that we all of a sudden let it go and | et everyone el se
do it wong and the next tinme. You know, | really think this
is one that they need to have a powwow of sone sort and get
with all of these counties and figure out how we can apply
this property and make sure that everyone understands the
rul es.

But | think it's there and I don't have any
problemw th the changes on this one, other than the 15-year
on underground conduits. But rather -- | feel |ike that
shoul d be 30 based on what it's saying in the manual. But |
personal ly don't agree with just because we've let it slide
on others. There's a |lot of evaluations that get slid every
year, but | don't think we should be the board that lets it
be known that we're just going to go along wth what

happened. | think we need to go with what should be, so
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that's just nmy bits.

CHAI RMAN WREN:  Ai | een?

MEMBER MARTIN: | agree with Dennis.

CHAl RVAN WREN:  Ckay. Ben?

MEMBER JOHNSON: | largely agree with Al een and
Dennis here. | don't think a negotiated settlenment between
other parties is neaningful for us to nmake our deci sion based
on. | think we have to do what's right based on the facts in
front of us and we have the real property nmanual, Persona
Property Manual. W' ve taken a lot of testinmony. | think
what we have here in front of us is enough to nmake a
deci si on.

CHAl RVAN WREN:  Okay. Make a noti on.

MEMBER MESERVY: |If | understood it well, | think
the only place that we're in disagreenent with what they're
asking is the 15 years to nove it back to 30 on the
underground conduits. | think that's the only difference.

MEMBER JOHNSON:  And the shelters.

MEMBER MESERVY: (Okay. The shelters was the
other part. That one |I'm not sure how to address because
t hat could be --

CHAI RVAN WREN: Before you nmake a comment or
notion, let ne address that fromny perspective. And I'l|
tell you, first of all, that | agree with you raising your

t hought that the conduit per the book is 30 years. That's
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where it should be, regardless if anything el se has happened
out there. It's our job to follow the handbook al so. So |
agree with the 30 years.

As far as the buildings, the SCIF buil dings or
what ever you want to call them they' re concrete buil dings
that are concrete foundations wth a crane. The definition
of real property is sonmething that is rather permanently
affixed. |If you have to take a crane to put sonething on
sonething, that's rather permanently affixed. So |I agree
wth the three counties that have assessed those at 50, |
agree with them | consider it real property.

MEMBER MESERVY: And | have no problemw th that.
| agree.

CHAI RVAN WREN:  Ckay.

MEMBER MESERVY: But |'mnot sure how to naeke a
notion but maybe sonebody can help nme with that.

MEMBER JOHNSON: | will nake the notion then in
Case 14-306, 307, 308, 309, 310, 311, 312 and 313 that we
find that the conduit should be val ued based on persona
property manual which indicates a 30-year economc life and
that the tel econmuni cati on equi pnment shelters are rea
property and should be treated as real property and have a
50-year econonmic life.

MEMBER MARTIN: So the fiber optic stays at 15?

MEVMBER JOHNSON: Correct.
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MEMBER HARPER: And the conputer at five.

MEMBER MARTIN: And central office equipnment wll
stay at five years?

MEMBER JOHNSON:  Yes. Correct.

CHAI RVAN WREN: Ckay. Second?

MEMBER MARTI N:  Second.

CHAl RVAN WREN:  Further discussion. Al in favor
say aye.

MEMBER MESERVY:  Aye.

MEMBER MARTI N:  Aye.

MEMBER JOHNSON:  Aye.

CHAI RVAN WREN:  Opposed?

MEMBER HARPER:  Nay.

CHAI RMAN WREN: Motion carries. GCkay. Thank you
very nuch. So | guess before we call the next case or
whatever we're going to do is | need to ook at Terry and say
Terry, it's apparent that we need to do sonething to nake
sure that everybody is on the sane page in the future on
these and | don't know how you do that. Do you do it with a
wor kshop or do we call everybody in, do we send themall to
utah? What do we do?

M5. RUBALD: By law we are required to have a
wor kshop on the Personal Property Manual every year. W'l
make this a talk itemat that workshop before the next

personal property manual is issued.
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CHAI RVAN WREN: Okay. Geat. Perfect. Thank
you. And if | can be of help, I'mnore than happy to cone in
with my two cents worth.

(The court reporter interrupts)

MEMBER MARTIN: Terry, this issue cane before us
because it's no | onger centrally assessed but nowit's county
by county on their equi pnment and how that's handled. | don't
know if it's proper for nme to ask or not, but I'mthrowing it
out there. Sorry. |Is this going -- Is this the only issue
that | obviously m ssed of things changing in the State of
Nevada from central assessnent that it will now be up to the
counties? O is there -- I"'msure there's got to be nore
t han Tel econmuni cations or video.

M5. RUBALD: This particular issue only arose
because of the change in the law --

MEMBER MARTIN: Right.

M5. RUBALD: -- for central assessnment. But as |
nmenti oned previously, we still have 20-some tel ecomuni cation
conpani es that are centrally-assessed as not identified as
having video services. So they wll remain
centrally-assessed until we identify themas having the video
servi ce.

CHAl RVAN WREN:  Ckay. And what ever happens in
your workshop will affect those al so regardl ess of the fact

of how they're centrally assessed or |ocally assessed; right?
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M5. RUBALD: No. Because centrally assessed is a
unitary valuation and we use the historic cost |ess the book
depreci ation, which I nentioned at |east |level three case was
based on the 25 to 50-year | oan.

CHAI RVAN WREN: Ckay. That makes sense. (kay.
So the big question is can we finish today or are we coni ng
back tonorrow?

M5. RUBALD: Well, | think we can probably
finish. But | would like if you want to get to Lincoln,
Pershing and Storey, | believe has already stipulated. So
that woul d | eave the cases about untinely appeals and then we
do have -- and in that we have Snokin Snowboards, which isn't
related to AT&T, and that gentleman is here right now

CHAl RMVAN WREN:  Okay. So all the rest -- all the
ot her ones were untinely filed, right, for the sane reason?

M5. RUBALD. Everything in Section | was not
timely filed.

CHAl RVAN WREN: Okay. Let's call those and see
if we can get through them

M5. RUBALD: Do you want to finish the ones in
Section G? H, | nean.

CHAI RVAN WREN:  Yeah, | guess we have to.

M5. RUBALD: Ckay.

CHAI RMAN WREN: Is it the sane people, the sane

argunent ?
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M5. RUBALD: Yes. Let ne if I may. And I'd Iike

to call 14-314 and 14-315. |It's Level 3 Communi cati ons.
It's the Lincoln County assessor. Case 14-316 has been
wi t hdr awn.

CHAI RVAN WREN: Ckay. Go ahead identify the
property pl ease.

M5. MCBRIDE: | haven't been sworn in.

CHAI RVAN WREN:  Ch, well, go hone.

M5. BUONCRI STI ANl : Pl ease stand and rai se your
ri ght hand.

(Wtness was sworn in)

CHAI RVAN WREN:  Are you going to be testifying
back there, Mark? |s she going to be testifying? Mark?

UNI DENTI FI ED SPEAKER: What's that?

CHAI RVAN WREN: |s she going to be testifying?

UNI DENTI FI ED SPEAKER:  She i s.

CHAI RVAN WREN: (Ckay. Let's go ahead and get you

sworn in. Go ahead and swear her in too.

M5. RUBALD: And | think the Snoking Snowboards
shoul d stand al so.

CHAI RVAN WREN:  Anybody that has not been sworn
inand wll testify today.

UNI DENTI FI ED SPEAKER: | was sworn in this
nor ni ng.

(The witnesses were sworn in)
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CHAI RVAN WREN: I ncluding the testinony you
al ready gave.

Ckay. Go ahead.

M5. MCBRIDE: |'m Melanie McBride from --

CHAI RVAN WREN: Go ahead. |'msorry.

M5. MCBRIDE: |'m Melanie McBride fromthe
Li ncol n County Assessor's Ofice. | started to do a

stipul ation agreenent with Level 3 on the conputer-based

sw t chi ng equi pnent because they anmended their declaration on
Sept enber 29th, yeah, Septenber 29th of 2014. So | think
that you' ve already agreed upon that and | don't have a
problemwith it. | guess I'lIl let Level 3 tal k because they
haven't actually said what problemthey have with the rest of
ny, you know - -

CHAI RVAN WREN:  Assessnent.

M5. MCBRIDE: -- Values that | had set.

CHAI RVAN WREN: Ckay. Go ahead.

MR. BANCROFT: Lincoln County is -- Let nme check
ny summary here. The issues -- The only issues with Lincoln
County are the reclassification of the conputer-based optica
transm ssion equi pnment froma 15 to a five-year life, which
you approved in the El ko case, and the treatnent of the
SCI F-type equi pnment shelters an issue you dealt with in the
prior case. And so, you know, what we're arguing for in --

on both those issues is the sane thing we argued in the prior
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case, the five-year life for the conputer-based optica
transm ssion equi pnent and a 15-year |life for the SClF-type
shel ter.

El ko County -- or Lincoln County is | don't
believe has a problemw th the shift on the conputer-based
transm ssion equi pnment. They have the equi pnment shelter on
at a 50-year life and so I'mnot going to reargue the case.
It's the same two issues as in the prior.

CHAl RMVAN WREN:  Okay. So they're at five and 50
al ready, which is what we approved a mnute ago, right, five
years and 507?

MR. BANCROFT: Well, you'll have to ask Mel ani e,
but | believe based on our refile declaration she's prepared
to switch the conputer-based optical transm ssion to a
five-year life.

CHAl RVAN WREN:  Mel anie, is that correct?

M5. MCBRIDE: Yes, that's correct.

CHAI RVAN WREN:  And you' ve got the SCIF s at 507

M5. MCBRI DE:  Yes.

CHAI RVAN WREN: Ckay. Any other coments you
want to make? Mel anie?

M5. MCBRI DE:  No.

M5. BUONCRI STIANI: The state board comments on
the basis of their decision, incorporate those in to this

record.
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CHAI RVAN WREN: Yeah. |I'mgoing to incorporate
all the comments, discussion and evidence fromthe prior case
into this case and close the case and entertain a notion.

MEMBER MESERVY: The notion that | have on 13
dash -- 14-314 and 14-315 is that we uphold the amount to
be -- or 50 years for the shelter and five years for the
conput er - based equi pnent, the central office for five years.
Is that the only ones in contention that we need to adjust
for fromwhat was assessed?

MR. BANCROFT:  Yes.

M5. MCBRIDE: As far as | know. They haven't
t al ked about anything el se.

MEMBER MESERVY: That woul d be ny notion

CHAl RMVAN WREN: |s there a second?

MEMBER MARTI N:  Second.

CHAI RVAN WREN: Di scussion? All in favor say
aye.

(The vote was unanimously in favor of the notion)

CHAI RMAN WREN: Opposed? Mbdtion carries. Thank
you very nmuch. Next case, please.

M5. RUBALD: M. Chairman, the next cases are
14- 317 and 14-318. They're both Level 3 Conmunications, LLC
And the Pershing County assessor is the respondent.

CHAl RVAN WREN:  Okay. \Where's Pershing? There

she is. You guys keep hiding back there.
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M5. HAMLTON: |I'mtrying.

CHAI RVAN WREN: Go ahead and identify yourself
agai n and the property.

M5. HAM LTON:. My nane is Cel este Ham |ton,
Pershing County assessor. The property or the persona
property is Level 3 Communications and it has been assessed
at a 50-year life, the sanme as the others.

CHAI RMAN WREN: Al | categories?

M5. HAM LTON:  Yes.

CHAI RVAN WREN: Ckay. Go ahead.

MR. BANCROFT: There's three categories of
reported property that are at issue in this case. The first
is the -- what was initially reported as central office
equi pnent but upon further review was identified as
conmput er - based optical transm ssion equipnent. W believe
that the conputer-based optical transm ssion equi pnent should
be depreciated on a five-year |ife, which would then nmake it
consistent with what's done in Cark County and Washoe County
and in the two prior cases you just approved.

The other two categories -- or the second
category is fiber optic cable. W believe it should be
depreciated on a 15-year life, which would nmake it consi stent
then with what's done in Washoe and C ark Counties and what
your motion was in the El ko County case.

And the third category is conduit systenms. W
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contend that the conduit systens should be depreciated on a
15-year life to make it consistent wwth howit's treated in
Cl ark, Washoe, Nye, Mneral Counties. But | understand that
there is -- sone people believe it should be recharacterized
as distribution plant and depreciated over a 30-year life.
In any event, nobody is advocating a 50-year |life and that's
what it's on.

So I1'd ask that the first category,
conput er - based optical, be reduced to a five-year. Second
category, fiber optic cable to a 15-year. And that the
conduit systens be reduced to a 15-year life as well.

CHAl RVAN WREN:  You're kind of on a roll. Zero,
50, 50, two-thirds. | can't wait to see what the next one
is. ay. Do you have any comments?

M5. HAMLTON. | don't.

CHAI RVAN WREN: Ckay. |1'mgoing to close the
case. Entertain a notion.

MEMBER MESERVY: On 14-317 and 14-318, the
conput er -based central office on a five-year, are we able to
identify those assets?

M5. HAM LTON:  Yes.

MEMBER MESERVY: And the fiber optic at 15 years
with the conduit systens at 30 years.

MEMBER JOHNSON:  Second.

CHAI RVAN WREN: Di scussion? All in favor say
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aye.

MEMBER MESERVY: Aye.

MEMBER MARTI N:  Aye.

MEMBER JOHNSON:  Aye.

CHAI RVAN WREN: Aye. (Opposed?

MEMBER HARPER:  Nay.

CHAI RVAN WREN: It's okay. Just before | accept
the vote, | want to make sure |'ve incorporated all the

testinony fromthe prior cases in to this one and the vote is
four to one and passes.

Okay. Next case.

M5. RUBALD: M. Chairman, the next case is
14- 377, Nevada Bell Tel ephone doi ng busi ness as AT&T Nevada.
And the Storey County assessor is the respondent.

CHAI RVAN WREN: Ckay. Let's put sonebody on the
spot. ldentify the property, please.

M5. SEDDON:  This is Jana Seddon, Storey County
assessor. This is Case Nunber 14-30 -- 377. This is Nevada
Bel | Tel ephone Conpany. And it's their comrercial account
1514. W had previously entered in to a stipul ated agreenent
with M. Brown from AT&T. However, based on in light of the
previ ous testinony, on the front page of the stipulation, we
have a provision that says in the event that the methodol ogy
used to develop the original assessnment of this property is

uphel d by the State Board of Equalization, this stipulation
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beconmes null and voi d.

However, what |'m asking the board today is to
wi t hdrawal the stipulation in order to be able to be revised
that the 15-year life schedule that we entered in to on the
stipulation on the conduit be revised to 30-year.

CHAI RVAN WREN: Ckay. Are you guys the --

MR MCKEAN:. Excuse ne. Bill MKean for the
record and | represent AT&T in this, Nevada Bel|l DBA AT&T.
We approached the Storey County assessor after having entered
into a stipulation with Washoe County. And the basis for
the stipulation with Washoe County was to equalize property
tax treatnment between simlarly-situated taxpayers. And as
it has been stated on the record that C ark County has been
historically valuing simlarly-situated taxpayers' conduit at
a 15-year life. And | think there was sonme di scussi on of
whet her nmy statenents were hearsay. The O ark County
Assessor's O fice is still represented in Clark County. |
would like to | eave the board to call the assessor's
representative as a wtness.

CHAI RVAN WREN:  No.

MR. MCKEAN: Then I'll make an offer of proof.
The witness --

CHAI RVAN WREN: Wait, wait, wait. Let's go off
the record for a second.

(Di scussion was held off the record)
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CHAI RVAN WREN: | thought | had al ready asked for
Clark County's.

MR. MCKEAN: That was in a different case. And
| understand you're doing sone incorporation, but it was your
guestions. | didn't get to ask any taxpayer questions and
|"d |ike that opportunity. It's not going to be a | engthy
guesti onnaire.

CHAl RVAN WREN: Okay. Go ahead. And Jana,
you'll be able to cross-examne the attorney. It will be
pretty cool.

MR MCKEAN: Lori Goodwi n. Goodman.

CHAI RVAN WREN:  Lori Goodman, cone forward,
pl ease.

M5. GOODMAN:  This is Lori Goodnman.

MR. MCKEAN: And Doug Scott is there as well. A
panel is great wth the chairman's indul gence.

MR. SCOTT: Doug Scott present for Clark County
al so.

CHAI RVAN WREN:  You need to scoot over in front
of the canmera. Move over, Doug. There you go. Go ahead.

MR. MCKEAN:. Thank you. From C ark County
Assessor's O fice perspective does the ruling of the board
t oday raise policy concerns and concerns for Cark County?
And M. Scott, please go first if you want to go first.

MR. SCOTT: | would have to say that it's the
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board's prerogative to nake the decision that they feel is
appropriate to equalize all of the counties. And | would
have to say |I'mneutral on the issue.

MR MCKEAN. And Ms. Goodnman?

M5. GOODMAN: | agree. It's the board's
prerogative to, you know, decide on the value. And | believe
we all need to be equitable. That's what |I'mlooking for is
the equity anong the counties and the different taxpayers.

MR. MCKEAN: Well, in hearing this ruling today
will other entities in Cark County be affected while you're
maki ng changes to their assessnents?

MR SCOTT: Utimtely, yes.

MR. MCKEAN: \What about for the current tax year,
the 13-14 tax year?

MR SCOTT: We would nmake the decision
prospective going forward.

MR MCKEAN. So are there other tel ecomunication
conpanies in Cark County for the 13-14 tax year whose
conduit is being valued on a 15-year |life schedule? And I'm
sayi ng ot her taxpayers besides Level 3 or AT&T.

M5. GOODMAN:  Yes.

MR, MCKEAN: And is that entity the |argest
t el ecommuni cation carrier in the state?

M5. GOODMAN:  Level 37

MR. MCKEAN: No. The one who is the other
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t axpayer who is receiving the 15.

M5. GOODMAN:  No.

MR. MCKEAN:. There's nmultiple other ones?

M5. GOODMAN:  There's nultiple, yes.

MR, MCKEAN. And is it your understandi ng that
t hose ot her taxpayers conpete with AT&T Level 3?

M5. GOODMAN:  Yes.

MR MCKEAN: So in your view would the valuation
nmet hodol ogy between C ark County for the tel ecomruni cations
carriers at a 15-year life for conduit be equalized for the
13-14 tax year with conduit being val ued in Washoe County?

M5. GOODMAN: | believe so.

MR SCOTT: | have no opinion on that.

MR MCKEAN. So the -- the same life is being
used for the 13-14 tax year in Washoe County and d ark
County?

MR SCOTT: | don't know. You'll have to ask
Washoe County.

MR MCKEAN. Ckay. So there's a difference
bet ween the two counties for this 13-14 tax year because
you're not going to fix -- you're not going to adjust the
ot her taxpayers' conduit to a 30-year life for the 13-14 tax
year ?

MR SCOTT: We would have to wait for a state

board deci si on before we nove forward.
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MR MCKEAN:. So absent an order fromthe state
board, the other taxpayers in Clark County are going to stil
receive 15 years and pay taxes for the 13-14 tax year on a
15-year life for their conduit?

MR SCOTT: It sounds to ne |like the decision is
being made in the mddle of a fiscal tax year.

MR, MCKEAN. | agree with that. So do you have
an answer to ny question?

MR SCOTT: | would have to say that going
forward that we have to be consistent in the way it's val ued.
So if the state board renders a decision that this is how we
val ue property and you apply the sanme net hodol ogy, Level 3
Conmmuni cations, we would al so apply that to our other
t el ecommuni cati ons conpani es.

MR. MCKEAN:. For the 2013-14 tax year, the tax
year we're discussing today?

MR. SCOTT: Sure. No. For the current tax year

CHAI RMAN WREN: Let ne stop the questioning just
to make sure | understand. Are you representing these other

t axpayers sonehow sonme way, are you representing them here

t oday?

MR, MCKEAN:  No.

CHAl RMVAN WREN: |s the assessor of the county
representing themhere today? | don't think so. So | don't

want to tal k about them
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MR MCKEAN: You don't want to tal k about
equal i zati on between the counties?

CHAl RVAN WREN:  No, that's not what | said. What
| saidis | don't want to talk -- You asked if you could ask
guestions and |'ve got you and | appreciate that. |
understand exactly what you're trying to get themto say,
which is fine, but it's not necessarily gernmane because
you're not representing those other taxpayers, nor are they
represented here, nor is Clark County represented here. So
let's not talk about them

MR MCKEAN:. M. Chairman, there's been a | ot of
tal k about equalization and simlarly-situated taxpayers are
entitled to equal treatnent. And the clear evidence, not
just hearsay, the clear evidence is that taxpayers in dark
County are being treated one way for the 2013-14 tax year and
t axpayers in Washoe County are being treated a different way
for the sane tax year and | guess as long as --

CHAI RVAN WREN:  You have that on the record.

MR. MCKEAN:. Thank you very nuch. No further
guesti ons.

CHAI RVAN WREN: Ckay. Any questions?

M5. BUONCRISTIANI: |1'd like to state for the
record that | don't think that issue was aired sufficiently.
| think that that has come up in the mddle of a hearing.

The assessor who is before us isn't know edgeabl e about that
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and the people who are being asked the questions in dark
County canme up unaware that anything was going to happen. So
if that's going to be an issue, | think that needs to be
sonet hi ng where everybody has a chance to have input as to
what is going on, instead of just a kind of a last mnute
kind of a thing. Because nobody's attorney is here to
represent themin terns of what's going on.

MR MCKEAN:. | appreciate that. | think Lori
Goodman is the person who does the personal property
val uation for the tel ecommuni cation conpanies in Cark
County.

CHAI RVAN WREN: Ckay. Very good. So back to
Storey County. | guess ny original question was they have
made an offer of stipulation. Do you want to agree it to or
do you want to keep arguing the case? 1Isn't that what you
di d.

V5. SEDDON: | asked for the stipulation that we
entered in to based on the verbiage that in the stipulation
to be withdrawn and anmended.

CHAI RMAN WREN:  Ri ght .

V5. SEDDON:  Yes. | just want to nake sure we're
all on the sane page.

MR MCKEAN. And | guess for clarity, the
di fference would be the conduit would be changed to 30-year

life and of course I"mnot agreeing with that. | think it
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shoul d be equalized between the county and the state.

CHAI RVAN WREN: Ckay. That's fine.

MR. BANCROFT: But the alternatives, you know,
there's a stipulated agreenent and there's this clause down
here that says | can back out of this stipulation in one
situation. That's not this situation. |It's if this board
decides a 50-year life is correct, it goes back to the
ori ginal assessnment of this property. That's not what she's
asking now. It's not the original assessnent. She wants a
30-year life.

CHAI RVAN WREN: What page is the stipulation on?

M5. SEDDON: Actually | believe -- No, the board
doesn't have it. W -- M. Brown signed it yesterday. They
don't have an original copy with nmy signature on it yet.

M5. RUBALD: M. Chairman, Anita has a copy of
it. Do you wish to see it?

CHAI RVAN WREN:  Yes, pl ease.

Dawn, | guess it's late in the day for nme. But
we've got a stipulation here that the petitioner agrees to
t he above stipulation in the event that the nethodol ogy used
to devel op the original assessnment of this property is
uphel d. Do we know what the original assessnment is?

M5. BUONCRI STIANI:  You can ask where it is.

CHAl RVAN WREN:  Where is it?

MS. SEDDON: It's attached.
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CHAI RVAN WREN: Ckay. |I'll turn the page.

MEMBER JOHNSON: A question for you, Dawn. Do we
have to accept a stipul ation?

MS. BUONCRI STIANI: We do have to approve it.

(The court reporter interrupts)

CHAI RMVAN WREN:  This is the first tine we've ever
had a stipulation that says here's a stipulation, but if it
doesn't go ny way it's null and void. Don't do that again

M5. SEDDON: We're waiting for direction fromthe
boar d.

(The court reporter interrupts)

V5. BUONCRI STIANI: The stipulation still has to
be approved by the board.

CHAl RVAN WREN:  Ckay. |'mgoing to close the
case. | gave you guys the last word; right? Do you renenber
t hat ?

MR. MCKEAN: Yes. And thank you very nuch.

CHAl RVAN WREN:  Thank you. I'mwlling to
entertain a notion that we don't accept the stipulation and
then I would entertain a notion to assess these properties
exactly the sane way we did with the other cases and
incorporate all the record and testinony from everything.

MEMBER MESERVY: On 14-377, so noved.

CHAl RMVAN WREN: |s there a second?

MEMBER JOHNSON: Second.
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CHAI RVAN WREN: Di scussion? All in favor say
aye.

MEMBER MESERVY:  Aye.

MEMBER MARTI N:  Aye.

MEMBER JOHNSON:  Aye.

CHAI RVAN WREN:  Aye. (Opposed?

MEMBER HARPER:  Nay.

CHAI RVAN WREN:  Motion carries.

M5. RUBALD: M. Chairman, the next two are
stipul ated agreenents, Case Number 14-387 and 14-388. 14-387
i s Nevada Bell Tel ephone Conpany doi ng busi ness as AT&T
Nevada and 14-388 is AT&T Communi cations. The respondent in
bot h cases is Eureka County assessor

CHAI RMAN WREN: Now, just to throwthis fly up on
the wall, your stipulated agreenent is not uniformwth al
t he other decisions we just nmade, is it?

MR MEARS: M. Chair, Mchael Mears for the
record. That would be correct.

CHAl RVAN WREN:  Okay. So | just want to put that
on the record that that's true. That we also prior to these
had stipul ated agreenments that we were just stipulating to
the value. Now, is this stipulation just to value or is it
to the methodol ogy you used to get to that val ue?

MR. MEARS: It is the nethodology | used to get

to the value. | took the conduit and the fiber optic froma
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50-year life down to a 15-year life to come up with the new
assessed val ue that we stipulated to.

CHAI RVAN WREN:  And is everything else in
accordance with the way we rul ed?

MR. MEARS: Yes.

CHAI RVAN WREN: So having said that, given what
we' ve al ready done, we would just nove that from 15 up to 30,
if we're staying in line with the other decisions nmade;
correct?

MR. MEARS: Yes.

CHAI RVAN WREN: Ckay. So did everybody
under stand what he said and what | said?

MEMBER MESERVY: Yeah. But they probably won't
accept the stipul ations.

CHAI RVAN WREN: We don't have to accept the
stipulation. That's the reason | wanted to bring it up
first. I1'mgoing to give you guys --

MEMBER MESERVY: And incorporate the other cases?

CHAl RVAN WREN:  Yeah. [|'mgoing to
incorporate -- No matter what we do, |'mgoing to incorporate
all the other cases and testinony. |'mjust saying we need

to start being consistent here. W don't have to accept the
stipulation like we did the other ones because they were just
val ue and now the testinony this isn't value, this is

nmet hodol ogy.
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MR. MCKEAN: And | don't have anything else to
add to what we previously discussed, the equalization issue
among the counti es.

CHAI RVAN WREN:  Thank you. 1'll close the case.
And | guess the easiest way to put it is entertain a notion
that we don't accept the stipulation but that we have the
assessor set the life on these at the sane |evel as we have
the prior cases.

MEMBER MESERVY: On 14-387 and 14-388, so noved.

MEMBER MARTI N:  Second.

CHAI RVAN WREN: Di scussion? All in favor say
aye.

MEMBER MESERVY:  Aye.

MEMBER MARTI N:  Aye.

MEMBER JOHNSON:  Aye.

CHAI RVAN WREN: Aye. (Opposed?

MEMBER HARPER:  Nay.

CHAl RVAN WREN:  Mbtion carries. So if we take
t he Band-Ai d off your nose can you say aye?

MEMBER HARPER: No. Not as long as it's conduits
within 30 years.

CHAI RVAN WREN:  Where are we? Next case.

M5. RUBALD: M. Chairman, we would nove on to
t he reconmendati ons by the secretary to dismss. And due to

the tinme, do you wish to continue the tel ephone conpani es?
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do wish to bring to your attention Case Nunber 14-408, which

isn't telecommunications, and that gentleman is here.

CHAl RVAN WREN:  Ckay. How are we doing on tine?

M5. RUBALD: Well, we're getting close to being

in trouble.

MEMBER HARPER: M. Chairman, this clock up there

on that side is right.
M5. MOORE: We're not in trouble yet. W're
al nost in trouble.

CHAI RVAN WREN: Ckay. So let's go ahead and

take -- Let's see if we can get the snowboard | guess, is

t hat what you're sayi ng?

MS. RUBALD: Yes.

CHAI RMAN WREN: Let's see if we can get that
done.

M5. RUBALD: Therefore I'd like to call Case
Nunber 14-408 under Section |I. Petitioner is Snoking

Snowboar ds, personal property. Washoe County is the

assessor, the respondent. And in this case the appeal was

filed late to this board.

CHAI RVAN WREN:  And your recommendati on was as

to?
M5. RUBALD: To dism ss the appeal.
CHAl RVAN WREN:  Okay. So | need standard of

for a late submttal
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M5. BUONCRI STIANI: Standard for filing late to
the state board is whether there were circunstances beyond
the control of the taxpayer as to why you didn't file tinely.

CHAl RVAN WREN:  Okay. So identify yourself.

MR QU NTIN M nane is Jay Quintin for the
record. Last nane Qu-i-n-t-i-n. And | don't have any
excuse for being late. |I'mnot trying to cone up with a
bunch of excuses. The assessnment is incorrect for the
property at my snowboard factory.

CHAl RVAN WREN:  All we can deal wth at the
nmonment i s why you were late. W've got to kind of do this in
a certain order. It depends on whether we even hear your
case. Wiy were you | ate?

MR. QUINTIN. The nonent that the gentleman told
me that | needed to talk about this, | went in that day and
talked to himand filed it that day within five mnutes. So
| had a bookkeeper there told nme that they had taken care of
it. They called me. | was in within 15 mnutes. | went in
to the office, filed the paperwork and gave them the correct
information for ny conpany.

The year before, | paid $1300 when it should have
only been about $700 because |I'mnew and | didn't know and |
just paid it. And you guys, fromwhat |I'm seeing here, you
guys want what's fair and what's fair is to charge sonebody

for what their property is worth. |'mnot trying to not pay
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my taxes. | just want to pay what it's worth.

CHAI RVAN WREN: Ckay. I'msorry. |'ve got to do
it this way. You were late and standard of |law there has to
be a good reason you were |ate.

MR, QUINTIN. There is a good reason. | was
al ways taught not to give excuses, so |'mnot trying to give
you an excuse. The reason --

CHAI RMAN WREN: Wl | - -

(The court reporter interrupts)

MR QU NTIN. Sorry. | don't want to lie. |
don't have an excuse. | was taught that as a kid not to make
excuses and | don't have an excuse.

CHAl RVAN WREN:  And | appreciate that.

MR QUINTIN. | know that's not what you want to
hear, but --

CHAI RVAN WREN:  No, it is what | want to hear.

We have rules. W want to be fair, but we have real specific
rules we have to adhere to and one of those is tinely
filings, okay. So we have to nmake a determ nation whether or
not we're even going to hear this case since it was |ate.

And your testinony is you were just late and | appreciate

t hat .

MR QUINTIN. 1've never -- | didn't know and
woul d never be late again. I'mnewto -- I'mnewto
business. |'ma snowboarder and |"'mselling a | ot of
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snowboards and I'mtrying to hold on to the reigns and it's
very difficult.

CHAI RVAN WREN:  And you m ght get anot her
opportunity. Hold that thought.

kay. | need a notion whether or not to hear
this case.

MEMBER HARPER: |1'll make a notion in Case 14-408
that we not accept jurisdiction and hear the case because of
late filing. There was no reason given that would neet the
standard for late filing.

CHAl RMVAN WREN:  |s there a second?

MEMBER MARTI N:  Second.

CHAl RVAN WREN:  Okay. Comments? | just want the
petitioner to know that this isn't personal, that we have
things that we just kind of have to put our foot down --

MR QU NTIN. | just want to say for the
record --

CHAI RVAN WREN:  No, don't say anyt hi ng.

MR. QUINTIN. For the record --

CHAI RVAN WREN: Don't say anyt hi ng.

MEMBER JOHNSON: And | was going to say the sane
thing, that we've had a | ot of cases they've been filed |late
and we have to uphold. W follow the rules unfortunately or
fortunately, but.

MR QUINTIN:. | respect that. Thank you for
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saying that. | feel like --
CHAI RVAN WREN: Wait a minute. Al in favor say

aye.
(The vote was unanimously in favor of the notion)
CHAI RVAN WREN:  Qpposed? Mbtion carries.
kay. Unfortunately we're not going to hear your
case.

MR QUINTIN. Can | even say anything about it?

CHAI RMAN WREN: No. But you can cone back next
year. File on tine.

MR QU NTIN. | feel like I'"mbeing treated |ike
the Mafia. Pay $20,000 when it's not true. |It's not right.
It's not fair. |It's not right, seriously. It's not fair
either. This is over $600. |It's ridicul ous.

CHAI RVAN WREN: Next case, please.

M5. RUBALD: M. Chairman, the next cases are all
t he tel econmuni cations cases from 14-397 through 14-407 that
are listed in Section |I. They involve Nevada Bell Tel ephone
Conpany doi ng busi ness as AT&T Nevada and AT&T
Communi cations. The respondents in these cases are Hunbol dt,
Churchill, Lander, Lyon, Pershing and White Pine Counti es.
And in each case the appeal was filed |late to the state
board.

CHAl RVAN WREN:  Ckay. You' ve heard the standard

of law. Wiy did you file |ate?
CAPI TOL REPORTERS (775) 882-5322

261




© 00 N oo o B~ w N P

N NN N NN R R R R R R R R R R
g A W N P O © 00 N o O A W N kB O

M5. BUONCRISTIANI: In this particular case, if
| " munderstanding it correctly, a taxpayer, there were
circunstances -- there are circunstances |isted that
regarding the late-filed appeal, but there are also | ega
reasons why an appeal can be filed late. And so there are
two different things in this particular case that may be
under consi derati on.

CHAI RVAN WREN:  Ckay.

MR MCKEAN: And |'m prepared to address both the
| egal and the factual in ny presentation here. |In August,
Nevada Bell and AT&T stipul ated to Washoe County and you' ve
heard those cases. Those are Cases 378 and 379 today, 14-378
and 379. As previously noted, the stipulations were based on
Washoe's recognition that Cark, Nye and M neral Counties al
were using the 15-year life --

(The court reporter interrupts)

MR. MCKEAN:. -- for telecomunications property.
On Septenber 9th, Nevada Bell filed its late-filed appeals to
the state board. And in that appeal that you have before
you, it explained that the statutory deadline not bar
correcting unconstitutional assessment and the deadline is
told until the taxpayer knew its rights had been viol at ed.

In our pleading before you, we cited a case,
Metropol itan Water case, which is 99 Nevada 506, 1983 case.

And it's an instructive case because there Metropolitan Water
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owned el ectric transmssion lines in Clark County and for
nearly 40 years had been centrally assessed and taxed by
Clark County. In 1997 -- In 1979, after 40 years,

Metropol itan Water discovered that it was being treated
different than other simlarly-situated taxpayers. It had
been taxed at historical costs w thout depreciation while

ot her property taxpayers were receiving depreciation on their
central |l y-assessed property.

In 1979, after 40 years, it paid its tax under
protest and filed an appeal with the Departnent of Tax. And
Clark County argued the taxpayer was derelict in failing to
file on time and the Court disagreed. The Suprene Court
ruled in favor of the taxpayer. It said, and | quote, "The
wat er district had absolutely no reason to suspect it was
bei ng singled out for discrimnatory tax treatnent.

To put the burden of investigation upon the water
district as respondents suggest would require the water
district to make gratuitous inquiries as to the methods used
to assess not only itself but other simlar entities. It
woul d be unfair to inpose such a duty upon a tax entity. And
we hold that no such duty exists.

The Court in that case, in the Metropolitan Water
case, ruled the limtations period was by | aw extended until
t axpayer knew or had reason to know that its rights to equa

tax treatnment had been vi ol at ed.
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Accordingly, this case the board has two
decisions. It can either view these petitions as being
timely or the board can exercise its general authority under
NRS 361.395 to equalize simlarly-situated properties
t hroughout the state. And that statute specifies that during
t he annual session of the state board, the state board shal
equal i ze property values in the state and nust review the tax
rolls of the counties to do that. And here you' ve had anple
evi dence by the various county assessors that there's a
differential treatnment happening for the 2013-14 tax year.
And | think by taking jurisdiction of these petitions or by
entering, operating under a general equalization authority
t hese are uni que circunstances where the taxpayer had no
reason to know and did not know until after it had stipul ated
Washoe County and that's imediately thereafter we fil ed
these, they filed petitions. Thank you.

CHAl RVAN WREN:  You didn't nention the Mfia

once.
MR MCKEAN. | wote it down.
CHAI RVAN WREN: Ckay. So here is the -- | think
he has a good case, as | indicated, they have a good case for

us to take jurisdiction and equalize themas we have with the
prior cases. So what I"'mwilling to do is to incorporate all
testinony in all cases that we've heard previously today with

a notion and have you nove that all of these properties be
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assessed simlar to the sane years that we put on the
previ ous cases, even though that M. Harper is opposed to 30
years.

MEMBER HARPER: | was just -- Do all of these
i nvol ve conduit that's being noved to 30 years?

MR, MCKEAN: Yes.

MEMBER MESERVY: So ny notion would be | guess
it's section not including 14-408, is that how | can say it?

CHAl RVAN WREN:  All the cases call ed.

MEMBER MESERVY: All the cases called would be
what you had just nentioned, one, to make sure that we al so
accept the jurisdiction also. That's the first part of it.
| s that okay? And then that we unl ess-

MEMBER JOHNSON: Can we take a longer tinme?

MEMBER MESERVY: Yeah. Wy don't we accept
jurisdiction? Can we do that?

MEMBER JOHNSON: One at a tine.

MEMBER MESERVY: So ny notion is on what was
called to accept jurisdiction.

CHAl RVAN WREN:  |s there a second?

MEMBER JOHNSON: | second that.

CHAI RVAN WREN: Di scussion? All in favor say
aye.

(The vote was unanimously in favor of the notion)

CHAI RVAN WREN:  Qpposed? Mbtion carries.
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MEMBER MESERVY: The question | have though is
were we supposed to | et any of the assessors have anything to
say on that before we voted?

CHAl RVAN WREN: Wl |, we've taken all the
testinmony. Are you going to change it?

M5. RUSSELL: | just wanted to thank you for
that. W all agree and we think it's fair to do this for
AT&T and | just wanted to |l et you guys know that.

CHAI RMAN WREN: Ckay. Thank you. Do any of the
assessors di spute what the El ko assessor just said?

M5. GREEN. |I'mretiring, so | can say it. Norma
Green, Churchill County assessor for the record. The only
thing I guess | dispute is the conduit because we've been
referring to the personal property manual and the 30-year
[ife, which if you deemit personal property | have no
problemw th that. But if you stay conduit is real then
think it should be the 50-year, where | think the conduit
shoul d be 50-year.

CHAl RVAN WREN:  And that's why | want to have a
wor kshop to address that specifically and put specific |abels
on these. Churchill retiring.

M5. GREEN. Retiring.

CHAl RVAN WREN:  Okay. Thank you. Al right.

Dennis, with your second notion then.

MEMBER MESERVY: Well, | guess -- we didn't
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actually hear that case to know whether it was real property
or not. So that's a concern to ne.

CHAl RVAN WREN: Wl |, what you did in all your
notions and | still agree and all the conduit at 30 years, so
let's be consistent with that. And | personally think that
there's sone changes that need to be addressed and that's
going to have to be done in a workshop. Today we're being as
consistent as we can be with the informati on we have before
us.

MEMBER JOHNSON: | would just |like to hear each
of them we've got the assessors here, and nmake sure there
aren't any issues that are different. |If they all are the
sane, that's fine. But if there are sonme slight differences,
| just want to nmake sure we're not taking one paint brush and
pai nti ng across here.

MEMBER MESERVY: | think we should give themthat
option, but if they don't want to conme up and go through that
process.

CHAI RMAN WREN: |'ve already invited everybody
up. So they've already consolidated all of the testinony
that's been incorporated. And we're going to be consistent
with our notion as we have been in the previous cases.

MEMBER JOHNSON: Then can we just see if there's
any objection by either side to consolidate themall in to

one notion?
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CHAI RMAN WREN: We al ready did.

MEMBER JOHNSON: COkay. As long as there isn't
then |' m good.

MEMBER MESERVY: (Okay. So then | would like to
make that notion on the Section | on the ones that have been
called that we incorporate the decisions we've used in the
previ ous cases in using the conduit systens at 30 years and
fiber optic 15, the conputer-based five year and stay

consistent with all of those, as well as the shelter at 50

years.
CHAI RVMAN WREN: Ckay. |Is there a second?
MEMBER MARTI N:  Second.
CHAI RMAN WREN: Di scussion? All in favor say
aye.

MEMBER MESERVY: Aye.

MEMBER MARTI N:  Aye.

MEMBER JOHNSON:  Aye.

CHAI RVAN WREN: Aye. (Opposed?

MEMBER HARPER:  Nay.

CHAI RVAN WREN:  The notion carries.

Al'l right. Thank you very much. | encourage you
guys if you would when you do these workshops --

MR MCKEAN. The Mafia will be with us.

CHAI RMAN WREN: This i s Nevada.

Okay. Terry.
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M5. RUBALD: M. Chairman, the next itemis in
Section Kand it's a report by the Washoe County assessor
regarding review of |land values of simlarly-situated
properties to the property described in state board Case
Nunber 14-240 located in Crystal Bay. You may recall that
this was heard, | believe, in May, the Case Nunber 14-240,
and a decision was nmade in that case but you asked the Washoe
County assessor to cone back and report on any equalization
issues in Incline Village.

CHAI RVAN WREN: Ckay. Thank you.

MR LOPEZ: (Good afternoon, M. Chairman and
Menbers of the Board. Rigo Lopez with the Washoe County
Assessor's Ofice. | could say that everything is really
good and there are no problens in Crystal Bay based on that
hearing that we had on May 19th, but |'m sure you probably
want a little bit nore information, but I know we're short on
time. That's why | offer that up.

CHAl RVAN WREN:  Okay. Thank you. Be as brief as
you can be. | appreciate it, as the court reporter is about
ready to kill nme, | think.

MR, LOPEZ: | did go back through the m nutes
regarding this and | know that the mnutes are in the record.
And when | took a look at the minutes and read through it,
there was a | ot of discussion regarding fromthe appellant at

that time and in over the equalization is where it came from
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because the appellant was referencing actual sale prices as
well as listing conpared to his taxable value and the taxable
val ue of those other properties that he had gathered froma

|l ocal Realtor in the Incline/Crystal Bay area.

And given the fact that Nevada taxabl e val ue
system does not lend itself to a sales ratio study, you can
find that anywhere throughout the state and you're going to
find that exact same result. And | conpletely understand the
concern and confusion that the taxpayer had when he had
di scussions with our office.

| also noted that in sone of the questions and
comments that Menber Johnson had on page 12 -- I'msorry. On
page -- it was on page 20, and the comments there were
equal i zation with other simlarly-situated properties. To ne
that's the key. Wat | did is | went back and | | ooked at
t hose hones in the same nei ghborhood as the subject parce
and we absol utely have the sane base | ot val ue of $250, 000
for all of those hones.

Crystal Bay is its own nei ghborhood and this is
absolutely including the | akefront parcels because that woul d
be anot her separate nei ghborhood. W have the sane base | ot
values in the Crystal Bay nei ghborhood. W have adjustnents
for view W have adjustnents for |ack of coverage. W have
adj ustnents for devel opnent costs. And we apply those

consi stently dependi ng on what stage those parcels are in as
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far as devel opnent st ages.

So | feel confortable with where our values are
and how we have established the base | ot value based on sal es
t hat have taken place in Crystal Bay. | did run some record
cards, if you wanted to | ook at those, that were on his sane
street if you wanted to see those. But ny testinony today is
that we have absolutely applied that consistently and equa
with, again to me the key was simlarly-situated properties.
And if you have any questions based on that, | would be happy
to try and answer those.

CHAI RVAN WREN: Ckay. Good. Thank you.

Does that answer your question, Ben.

MEMBER JOHNSON: It did. | appreciate that.

CHAI RMAN WREN: Okay. Perfect. GCkay. Thank you
very nuch. Thank you for your brevity and your research

Terry.

M5. RUBALD: M. Chairman, the last itemis the
review of the tax rolls of the various counties, review of
val uati on net hods used by county assessors, consideration of
possi bl e equalization action for the 2013-14 unsecured tax
roll and the 14-15 secured tax roll pursuant to NRS 361. 395
and NRS 361. 659.

And just to make it short in your record is the
rati o study that was perforned this |ast year as well as the

decision letter of the Nevada Tax Conm ssion with the various
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directives to assessors to do whatever corrections there
wer e.

And based on that ratio study and the directives
given by the Tax Conm ssion, we don't have any further
recommendations for equalization at this tine.

CHAl RVAN WREN:  Perfect. That's what we want to
hear. Gkay. Al right. Thank you.

Ckay. And again, given that, that's good.
Apparently we have sone issues with the personal property
that you need |l ook in to and you already indicated you're
going to be doing workshops to address that. So we | ook
forward to a conmment on that at our next hearing.

OCkay. Next item

MEMBER JOHNSON: Can | just touch on that
briefly?

CHAI RVAN WREN:  Sur e.

MEMBER JOHNSON: We heard today equalization
i ssues relative to house and the tel econmuni cati on was
treated and our position is we equal -- we took care of it
today on an individual case-by-case basis and for
equal i zati on purposes across the state we're asking the
departnent hold a workshop and uniformly assess all of the
t el ecommuni cations facilities fairly and consistently going
forward for future tax years. |Is that a correct statement?

CHAl RMAN WREN: | think so. And also address the
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classifications of property, what is actually persona
property and what is personal property. | nean, what's rea
property and what's personal property. So that everybody is
on the same page there.

MEMBER MESERVY: And especially with the
t el econmuni cations area.

CHAI RMAN WREN:  Yeah.

MEMBER JOHNSON: Okay. And that seens to be nore
fair to ne to do it, answer the questions and do it going
forward than to try it this year and try to equalize in the
county we didn't touch today and | think we should | eave
t hose values in place and just as we get the answers dea
with it on a going-forward basis.

CHAI RVAN WREN:  Ckay.

MEMBER MESERVY: And if we saw a huge issue that
they conme back to it, that that was a | arge dollar anmount, |
have no problemw th com ng back and addressing it. Mybe
t hat workshop will fill us alittle nmore in.

MEMBER JOHNSON: |Is that a reasonabl e course of
action, Terry?

M5. RUBALD: Yes.

CHAI RVAN WREN: Ckay. Terry.

M5. RUBALD: That concl udes the agenda, |
bel i eve.

CHAI RVAN WREN: Ckay. |Is there any public
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conment ?

MEMBER MESERVY: Just for ny sake on the
scheduling, this is not public comrent, but we don't have any
until the March hearing? |Is that the next?

M5. RUBALD: That's correct. \Wen you adjourn
today you woul d be adjourned for this session.

MEMBER MESERVY: Thank you.

CHAl RVAN WREN: Have we heard all the cases for
this year, Terry? Are we caught up?

M5. RUBALD: Yes, we've heard all the cases.

CHAI RVAN WREN: Ckay. No public comrent. |
would i ke to thank the -- Terry, you and your staff for
doing a great job again this year. W'IlIl give the court
reporter the Court Reporter Award of the year. Thank you
very nuch. Dawn, thank you for your |egal assistance, as
al ways, keeping me out of as nuch trouble as you can. Board
menbers, thank you for your tine, deliberation and good worKk.

Having said all of that, we are adjourned for the
year.

(Hearing concluded at 5:25 p.m)
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STATE OF NEVADA )
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COUNTY OF WASHOE )

|, CHRISTY JOYCE, Oficial Court Reporter for the
State of Nevada, Departnent of Taxation, do hereby certify:

That on Thursday, the 9th day of October, 2014, |
was present at the State Board of Equalization for the
pur pose of reporting in verbatimstenotype notes the
within-entitled public neeting;

That the foregoing transcript, consisting of pages
1 through 274, inclusive, includes a full, true and correct

transcription of ny stenotype notes of said public neeting.

Dated at Reno, Nevada, this 1st day of Novenber,
2014.
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