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Introduction

pplied Analysis (“AA”) was retained to review and analyze relevant, readily

available information regarding the potential impacts of water resource

uncertainty in southern Nevada. Generally, information reviewed focused on
the Nevada economy, businesses operating within the state of Nevada, third-party
analyses and other public discourse regarding water resources. Analysis of the
information available focused on economic impacts (i.e., output, salaries and
wages, and employment), business investment, fiscal impacts to state and local
governments, social implications (e.g., quality of life) and other qualitative factors,
including the experiences of other regions reporting water resource uncertainty due
to drought or other factors.

Findings in Summary

Based on the research and analysis efforts undertaken and the documentation
reviewed (see Data and Information Analyzed), it can be stated with a reasonable
degree of certainty that water resource instability, or the expectation that sufficient
water resources will not be available to sustain the underlying economy, will have a
material negative impact on southern Nevada’s economy and fiscal structure as well
as that of the state of Nevada as a whole.

An imminent water resource shortage or water rights crisis in southern Nevada --
whether perceived or in fact — would severely undermine the region’s ability to
attract new industries, organizations, and residents or garner additional investment by
existing businesses. The ability of municipalities, governments or corporations to issue
bonds or other debt would likely be compromised, and existing bond ratings would
likely deteriorate. Human nature and a long history of uninterrupted service may lead
some to view any potential threat as minor or transitory; however, a credible and
substantial perceived or actual threat of water uncertainty may very well result in
ireparable economic and fiscal consequences for the region.

Amidst uncertainty surrounding the region’s water supply and its ability to continue as
a going concern, property values would likely decline, dipping below the decade-
low prices already reported in many residential and commercial markets. The
importance of water availability to existing businesses in the southern Nevada region
is well-documented in many companies’ Securities and Exchange Commission filings,
making it likely that any perceived or real risk to water resources would result in public
disclosure and loss of investor confidence. This is the case in and out of the tourism
industry — the region’s largest single sector in terms of gross domestic product,
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employment and wages and salariest — which is heavily dependent on water. Large
resorts in southern Nevada depend on water for individual water use of guests in
hotel rooms, swimming pools, golf courses, spa operations, laundering of sheets and
towels, water features and landscaping, maintenance and cleaning operations, and
dish-washing and food preparation in high-volume restaurants and food-service
facilities. A one-percent decline in the overall Las Vegas occupancy rate is estimated
to result in a $163 million decline in net revenue for the hotel industry; a ten-percent
decline would result in a decline of $1.6 billion over the course of one year.2 Severe
water restrictions necessitating closure of hotel amenities such as swimming pools,
spas or golf courses would likely result in an even more devastating blow to the
tourism industry and the state’s economy more broadly. An additional qualitative
factor worth considering is the potentially long-lasting negative public perception
that may be associated with any type of water problem.

According to estimates provided by the Southern Nevada Water Authority (“SNWA”),
current projections indicate that there is an anticipated water resource shortage on
the horizon. Refer to Figure |, which appears on the following page.

Absent a sound plan to meet or offset the “un-met demands” shown in Figure 1, the
economic and fiscal consequences summarized above and discussed throughout
the balance of this report would be anticipated. According to SNWA projections,
additional water supplies sourced to in-state groundwater sources will be required to
meet the region’s demand for water. Refer to Figure 2, which also follows.

1 Based on data provided by the U.S. Bureau of Labor Statistics and the U.S. Bureau of
Economic Analysis; see also the analysis of this concept in Volume |, Issue VI, The Relative
Dependence on Tourism of Major U.S. Economies, prepared for the Las Vegas Convention and
Visitors Authority by Applied Analysis in January 2010.

2 Calculation by Applied Analysis, adapted from Hudson Securities, utilizing Las Vegas tourism
statistics obtained from the Las Vegas Convention and Visitors Authority and the Nevada
Gaming Control Board.
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Figure I: Projected Water Supply and Demand
2008 - 2060, Water Demands (Acre-Feet) per Year
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Figure Il: Projected Water Supply and Demand with In-State Groundwater Sources
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Data and Information Analyzed

Various third-party data were utilized to complete this analysis, including, without
limitation, economic, financial data and disclosures for public companies, fiscal
reports for local and state governments and other publications sourced to news
media, public and private entities and other third party information providers.

The following highlights a sampling of the information reviewed and analyzed during
the preparation of this summary report.

% Economic information were sourced to internal databases in addition to
external sources such as the following:
= U.S. Bureau of Labor Statistics
= U.S. Bureau of Economic Analysis
= Las Vegas Convention and Visitors Authority
= Clark County Department of Finance
= Nevada Department of Employment, Training and Rehabilitation
= Nevada Department of Taxation
= Nevada Gaming Control Board
= Nevada Economic Forum
= Center on Budget and Policy Priorities

+ Financial data and disclosures were sourced to various Forms 10-K and 10-Q
filed with the Securities and Exchange Commission, including the following
companies:

= NV Energy

= Wynn Resorts

= LasVegas Sands

= Pinnacle Entertainment

= Herbst Gaming

= American Casino & Entertainment Properties
= American Post Tensions

« Fiscal reporting documents including, but not limited to, Clark County
Comprehensive Annual Financial Report, Fiscal Year 2010

« Other third-party data and reports were sourced to the following:
= Dr. Wiliam White, The Impact of a Water Imposed Interruption of
Growth in the Las Vegas Region, 1992
= Hobbs, Ong & Associates, The Impact of a Growth Interruption in
Southern Nevada, 2004
= Bloomberg Business Week, April 14, 2011, “Las Vegas, NM sees no easy
solution to water woes”
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= Florida Times-Union, “SBA offers assistance to Florida small businesses
hurt by the drought”, April 2011

= Florida Division of Emergency Management, CIEM presentation,
October 2007

= Texas Star-Telegram, April 11, 2011, “State warns it may restrict water
rights if drought intensifies”

= San Antonio Express News, April 12, 2011, “Drought sears farmers’
hopes”

= NewsOK, “Severe drought causes boating problems at Oklahoma
lakes”, April 2011

= Environmental News Service, “California Faces Water Rationing,
Governor Proclaims Drought Emergency”, February 27, 2009

= University of Maryland, Center for Integrative Environmental Research,
Economic Impacts of Climate Change on Nevada, July 2008

Summary of Analyses Conducted

Economic Impacts

The economic impacts of severe water resource restrictions in southern Nevada
would likely be significant and far-reaching. Relatively sudden or more drastic
restrictions would have greater impacts than gradual or mild restrictions. Such
impacts would not be limited to growth-related industries such as construction and
real estate development, but would expand to all sectors of the economy.

Any condition where water resources are restricted can be lkened to drought
conditions, irrespective of the cause of such water restrictions. The economic impacts
of drought conditions on various regions across the U.S. are well-known and
extensively documented.3 To put it simply, humans cannot survive without adequate
fresh water supplies; nor can business and industry. Historically, civilizations evolved
around primary water sources; while advancing technology has allowed societies to
distance themselves from primary water sources, our demand for water remains just
as great, if not significantly higher in quantity per capita.

In the case of extended water restrictions imposed upon the southern Nevada
region, total economic output would initially be reduced as a result of mandated or
physically-necessary slowed or ceased industrial and commercial activity, particularly
for those industries most dependent on water such as tourism, agriculture,
construction, many types of manufacturing and utility providers. Declines in
economic output would result in employment losses; increasing levels of

3 Refer to the Other Impact Considerations section included in this analysis for further detail on
this subject.
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unemployment would result in reduced consumer demand for products and services,
ultimately leading to lower economic output across multiple industry sectors. As a
simple example, consider the impact extended water restrictions would have on the
construction industry. Water resource limitations would likely result in delayed or
cancelled construction projects, resulting in reduced output by the industry and
declining demand for construction workers; as these workers lose their jobs, their
consumption of other products and services declines. Reduced demand for other
products and services would exacerbate a downward recessionary spiral.

Economic Output

The total economic output in the Las Vegas-Paradise metropolitan statistical area
(Las Vegas MSA), or the value of all goods and services produced, totaled $91.7
billion in 2009 (latest data available).# Stated otherwise, assuming similar levels of
economic output over the most recent period, annual gross domestic product (GDP)
per each of the just over 800,000 employees® in the Las Vegas MSA is approximately
$114,000.

The impacts of an extended period of water restrictions can be looked at from either
an economic output perspective, or from an employee productivity perspective.
Viewed from the perspective that a reduction in economic output leads to a
reduction in employment, it is estimated that for each one-percent decline in gross
product generated in southern Nevada due to the reduction or ceasing of
commercial activity due to the unavailability of water, employment would decline
by approximately 8,000 persons. Alternatively, for each one-percent decline in
employment due to the reduction or ceasing of commercial activity — or due to
reduced consumption resulting from rising unemployment - the gross product
generated in the region would decline by nearly $1 billion per year.

Of course, severe water restrictions would likely be much higher in magnitude than
the illustrative one-percent reduction in gross product shown above. A ten-percent
reduction in output, for example, would lead to a $9.2 billion decline in annual gross
product generated in the region. Depending on the severity and duration of such
water restrictions, losses could be much greater.

As a general rule, the greater the interruption in water availability, the greater the
impact would be. As stated in a study prepared by Hobbs, Ong & Associates in 20046
(the “2004 study”) regarding the impact of a growth interruption in southern Nevada,
“More intense interruptions [in economic growth] are associated with more far-
reaching economic, fiscal and social consequences. This having been said, even

4 Source: U.S. Bureau of Economic Analysis, Gross Domestic Product by Metropolitan Area
5 Source: U.S. Bureau of Labor Statistics, State and Regional Employment; Las Vegas MSA
employment as of March in both 2010 and 2011 was approximately 800,000.

6 See, Hobbs, Ong & Associates, The Impact of a Growth Interruption in Southern Nevada,
February 2004; this analysis was prepared for the Southern Nevada Water Authority.
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comparatively mild, yet unrelenting, interruptions would have major costs to the
region and the state over the long run.” One need only look at the still-present,
paralyzing impacts of the growth interruption resulting from the Great Recession
(2007-2009) on the southern Nevada region to understand the accuracy of this
statement. As one of the fastest-growing regions, if not the fastest, in the U.S. over
much of the past 30 years, a higher-than-average share, albeit to a lesser degree
than two or three years ago, of the region’s output is directly linked to growth-related
sectors of the economy. As stated in the 2004 study, “over time, growth [in southern
Nevada] will slow naturally as the economy matures. However, artificially interrupting
this process will cause economic, fiscal and social consequences.”

It is often noted that Nevada - and southern Nevada in particular — continues to
feature one of the narrowest, or least-diversified, economies in the nation. Echoing
the oft-repeated sentiments of Governor Brian Sandoval and U.S. Senator Harry Reid
regarding their shared desire to work towards achieving economic diversification, the
state’s Commission on Economic Development, which is chaired by Nevada’s
Lieutenant Governor, Brian Krolicki, states that its mission is to “promote a robust,
diversified and prosperous economy, enriching the quality of life for Nevada citizens
by stimulating business expansion and retention, encouraging entrepreneurial
enterprise, attracting new businesses and facilitating community development to
enable economic growth and prosperity.”” None of these goals are possible without
stable water resources.

One might argue that a water shortage is not an “artificial” interruption, per se;
however, the question of whether any water shortage or abundance, for that matter,
in a city built in a desert environment can be considered artificial is irrelevant to the
question posed in this analysis. It is not the cause of the water restrictions that is
important at this juncture, but their impact. Additionally, it is important to note that
the term “artificial interruption” in this context is intended to refer to extended
impacting conditions outside the course of normal economic cycles (e.g., otherwise
normally-cycling economic conditions would have occurred but for the artificial
interruption or water restrictions). During the course of the last 30 years, there is no
readily available evidence indicating that economic growth in the region was ever
prevented from occurring for an extended period of time due to an unavailability of
water. This is due in large part to the efforts of the Nevada Division of Water
Resources, the Las Vegas Valley Water District (“LVVWD”) and others to continue to
secure new sources of water to meet the demands of a growing population. In 1990,
municipal water providers in southern Nevada hired consulting firm Water Resource
Management Inc. to lead a comprehensive analysis of water resources and facilities
in the region.t The study concluded that without serious conservation, southern
Nevada would reach the limit of its existing Colorado River water supply by the mid-

7 See, Nevada Commission on Economic Development (NCED) website homepage for
information about the Commission’s mission at www.diversifynevada.com.
8 See, Southern Nevada Water Authority, Water Resource Plan 2009.
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1990s; with conservation, the limit could be extended to 2007. As a result of the
study’s findings, the community implemented its first major conservation measure in
decades, “Operation Desert Lawn”. The program resulted in ordinances by local
municipalities restricting lawn watering during the hottest times of the day.

By February 1991, the LVVWD Board of Directors had become increasingly
concerned about the fact that it may have reached capacity or possibly over-
extended commitments based on the current available water supply, and therefore
approved the temporary suspension of new commitments for water, as well as
authorized the LVVWD General Manager to issue letters to rescind previously issued
“will serve” letters that had not yet been acted upon.® As staff began to review the
many projects for which water rights were being potentially rescinded, it became
apparent that large investments had already been made for a number of these
projects, and that the new regulations required amendments.l® Ultimately, many
projects in the pipeline continued to move forward during the temporary suspension
period. Notwithstanding difficulties regarding previously-granted commitments,
before new water commitments were permitted to resume, resolutions were adopted
requiring that additional water sources would be procured and that additional
conservation programs should be enacted. After the creation of the Southern
Nevada Water Authority and a re-design of the water commitment process, in
February 1992 the Board adopted changes to LVVWD’s Service Rules regarding the
process for making water service commitments to new development. Ultimately, the
water resource challenge was short-ived, and comprehensive and imminent
resolution of the issue prevented the region from suffering longer-term economic
harm. The 1991-1992 water commitment re-design and other planning foresight,
including forward-thinking conservation programs,!! allowed the region to
experience nation-leading growth for much of the next two decades.

In the case of an extended growth interruption in the region, the 2004 study cited an
annual decline by the third year following the initial interruption ranging from 1.7
percent to 10.5 percent in economic output under conservative (i.e., a mild growth
interruption) to aggressive (i.e., a more severe and longer-lasting growth interruption)
scenarios.12 The 2004 study notes that depending on the type of interruption, annual
declines may slowly rise during the first and second year as the economy responds to
the interruption. After the initial impact peaks in the third year, annual declines would
then be expected to stabilize or worsen during the subsequent ten years depending

9 See, Las Vegas Valley Water District Board of Directors, March 19, 1991 Agenda Item
regarding the approval of a resolution adopting water commitment regulations.

10 See, Las Vegas Valley Water District Board of Directors, May 21, 1991 Agenda Iltem regarding
the approval of a resolution adopting amended water commitment regulations.

11 Examples of forward-thinking conservation programs include outdoor watering day-of-week
and time-of-day schedules as well as programs such as prohibiting front-yard lawns and
rebates for the replacement of lawn with artificial turf.

12 Declines cited are those for the third year following the onset of the theoretical interruption.
A more sudden and severe water shortage would likely have more immediate and more
significant impacts.
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on the type of recovery that is experienced (i.e., rapid, moderate, or failure to
recover).

Notably, the 2004 study commented that “A water crisis could not only bring growth
to a halt [similar to other interruptions] but could prompt an outright decline in
population, which could be much worse.” An enduring decline in population would
not only result in a receding of growth, but would - even more significantly --
preclude expectations that the community would resume growth and development
in the foreseeable future. Nevertheless, utilizing the economic output percentage-
declines cited in the study, the southern Nevada region’s annual economic output
would decline by $1.6 bilion and $9.6 billion under the 1.7 percent and 10.5 percent
scenarios, respectively.

Employment

As noted above, each one-percent decline in either economic output or
employment levels equates to the loss of 8,000 jobs throughout southern Nevada.
Continued, sustained, or worsening employment conditions typically lead to lower
personal income levels, lower demand for housing, products and services, and
reduced overall consumption, each of which may further compound the situation.
Utilizing the percentage declines in economic output cited above, a mild growth
interruption (or a 1.7-percent decline in economic output) would be expected to
result in approximately 14,000 jobs lost, while a more severe growth interruption (or a
10.5-percent decline in economic output) would be expected to result in 84,000 jobs
lost. Notably, these declines are stated for a one-year period; if declines in economic
output continued over the course of several years, percentage-declines in
employment levels would rise compared to the base year. Due to the relative
immediate impact that extensive water restrictions would have on the region (in
contrast to the hypothetical interruption absent a particular source or magnitude
assumed in the 2004 study), the percentage-declines included herein are those that
were cited by the 2004 study as the losses compared to the base year occurring in
the third year following the growth interruption. In the case of a water-imposed
growth interruption, impacts could grow as the economy worsens, while any
subsequent recovery would occur at varying rates as well.

To put these employment losses into perspective, it is worth noting that from the start
of the Great Recession in December 2007 through today, employment levels have
declined by 133,000 in the Las Vegas MSA, even while a number of large
developments continued to be constructed (i.e. the $8 bilion CityCenter built by
MGM Resorts International and Dubai World that completed in December 2009, and
the $4 bilion Cosmopolitan of Las Vegas completed in December 2010). Extended
water restrictions that would preclude any additional major development in the
region could be expected to surpass the Great Recession in terms of economic and
employment impacts.
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Salaries and Wages

Salary and wage declines resulting from a period of extended water restrictions
would be expected to be commensurate with employment declines and the
reduction in economic output. For each one-percent decline in employment, salary
and wage payments in the Las Vegas MSA would be expected to decline by
approximately $282 million. Including other payments, such as employer contributions
to pensions, the losses associated with a one-percent decline is estimated at closer to
$347 million.

Utilizing the percentage declines in economic output cited above, a mild growth
interruption (or a 1.7-percent decline in economic output) would be expected to
result in a decline of approximately $480 million in wages and salaries, while a more
severe growth interruption (or a 10.5-percent decline in economic output) would be
expected to result in a decline of $3.0 billion in wages and salaries. Including other
payments such as employer contributions to pensions, these declines increase to
$590 million and $3.6 billion for a mild and more severe interruption, respectively. It is
also worth noting that compensation levels per employee may decline as
unemployment increases and the demand for jobs among those who do not leave
the region grows; such declines would further contribute to an overall decline in
salaries and wages paid to workers in the region.

Business Investment

The willingness of businesses to invest is predicated on some level of certainty
surrounding fiscal conditions, regulatory environment, economic conditions and the
availability of resources — natural and otherwise -- necessary for operation. After an
analysis of the potential return on investment, risks to achieving such a return must be
considered. A threat of water unavailability or an extended restriction on water
usage may preclude a business or investor from even taking the preliminary step of
estimating a return on investment given otherwise ordinary economic conditions,
particularly if there are other suitable locations for the project (i.e., other areas in the
Southwest, the U.S., or globally).

It is worth noting that the region’s largest single sector in terms of gross domestic
product, employment and wages and salaries!3 — tourism and hospitality, is heavily
dependent on water. Large resorts in southern Nevada depend on water for
individual water use of guests in hotel rooms, swimming pools, golf courses, spa

13 Based on data provided by the U.S. Bureau of Labor Statistics and the U.S. Bureau of
Economic Analysis; see also the analysis of this concept in Volume |, Issue VI, The Relative
Dependence on Tourism of Major U.S. Economies, prepared for the Las Vegas Convention and
Visitors Authority by Applied Analysis in January 2010.
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operations, laundering of sheets and towels, water features and landscaping,
maintenance and cleaning operations, and dish-washing and food preparation in
high volume restaurants and food-service facilities. A one-percent decline in the
overall Las Vegas occupancy rate is estimated to result in a $163 million decline in
net revenue for the hotel industry; a ten-percent decline would result in a decline of
$1.6 bilion over the course of one year.4 Severe water restrictions necessitating
closure of hotel amenities such as swimming pools, spas or golf courses would likely
result in an even more devastating blow to the industry. An additional qualitative
factor worth considering is the potentially long-lasting negative public perception
that may be associated with any type of water problem.

The importance of water availability to existing businesses in the southern Nevada
region is well-documented in many companies’ Securities and Exchange Commission
(SEC) annual Form 10-K filings, making it likely that any perceived or real risk to water
resources would result in public disclosure and loss of investor confidence. The list
below provides examples of the types of statements made by local businesses in SEC
filings regarding the importance of water availability.

‘0

* NV Energy highlighted the importance of water supplies for its Utilities’
generating plants: “Assured supplies of water are important for the Utilities’
generating plants, and at the present time, the Utilities have adequate water
to meet their generation needs.” The company also expressed concern
about the effects new litigation could have on its water supply rights and
operations: “The court’s decision did call into question the validity of other
permits, including the permits of third parties with whom we have water
supply arrangements.” (2010 Form 10-K, pages 16, 17)

« Wynn Resorts discussed the importance of water rights in its daily operations:
“We own approximately 834 acre-feet of permitted and certificated water
rights, which we currently use to irrigate the golf course. We also own
approximately 151.5 acre-feet of permitted and certificated water rights for
commercial use. There are significant cost savings and conservation benefits
associated with using water supplied pursuant to our water rights. We
anticipate using our water rights to support future development of the golf
course land.” Anything that affects these water rights is a concern to the
company: “These risks and uncertainties include, but are not limited to those
set forth in Item 1A (“Risk Factors”) as well as the following: changes in state
law regarding water rights.” (2010 Form 10-K, page 16, 31)

% Las Vegas Sands expressed concern about the effects changes in water
availability would have on the company’s operations; included in its list of

14 Calculation by Applied Analysis, adapted from Hudson Securities, utilizing Las Vegas tourism
statistics obtained from the Las Vegas Convention and Visitors Authority and the Nevada
Gaming Control Board.



APPLI ﬁLYSIS

Urban Economics

Market Analysis

Financial Advisory Services
Public Policy

Hospitality & Gaming Indusiry

Information Technology

Potential Impacts of Water Resource Uncertainty in Southern Nevada Page 12

7
*

7
*

seven key risk factors (which also includes rising airfare, declining visitor
volumes, and changes in gaming regulations) is a reference to water: “The
risks to which we will have a greater degree of exposure include the following:
...changes in the availability of water...” (2010 Form 10-K, page 27)

With one hotel casino property located in Nevada and others around the
country, Las Vegas-based Pinnacle Entertainment noted the importance of
water in its hotel and casino operations and the adverse affects changing
water supplies could have: “Our properties use significant amounts of water,
and a water shortage may adversely affect our operations.” (2010 Form 10-K,
page 10)

Local gaming operator Herbst Gaming discussed the impacts strict water
regulations could have on the company’s operations: “The business of the
Primm Casinos may be adversely impacted if their use of water exceeds
allowances permitted by federal and local governmental agencies or if such
governmental agencies impose additional requirements in connection with
such use of water, which in each case could lead to an adverse impact on
our operations and financial condition. The Primm Casinos are not served by
a municipal water system. As a result, the water supply of such casinos is
dependent on rights they have been granted to water in various wells
located on federal land in the vicinity of the Primm Casinos and permits that
allow the delivery of water to the Primm Casinos. These permits and rights are
subject to the jurisdiction and ongoing regulatory authority of the U.S. Bureau
of Land Management, the States of Nevada and California and local
governmental units. While we believe that adequate water for the Primm
Casinos is available, the future water needs of the Primm Casinos may
exceed the permitted allowance. In such an event, future requests for
additional water may not be approved or may be approved with terms or
conditions that are more onerous. Any such denial or any such additional
terms and conditions may have a material adverse effect on the results of
operations of the Primm Casinos, thereby adversely affecting our results of
operations and financial condition.” (2010 Form 10-K, page 23)

American Casino & Entertainment Properties, owners of the Stratosphere and
Arizona Charlie’s, discussed its dependence on water, and the effects
shortages and regulations could have on its operations: “Increasing prices or
shortages of energy and water may increase our cost of operations or force
us to temporarily or permanently cease operations. Our properties use
significant amounts of water, electricity, natural gas and other forms of
energy. Our properties are located in a desert where water is scarce and the
hot temperatures require heavy use of air conditioning. While we have not
experienced any shortages of energy or water in the past, we cannot
guarantee you that we will not in the future.” (2010 Form 10-K, page 19)
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« Homebuilder and concrete foundation installer American Post Tensionsls
noted that water shortages could adversely impact its business: “Weather
conditions and natural disasters, such as earthquakes, hurricanes, tornadoes,
floods, droughts, fires and other environmental conditions, can also harm our
homebuilding business on a local or regional basis.” (2010 Form 10-K, page 4)

Based on the statements above, it is clear that a water restriction or water rights crisis
linked to future uncertainty would be of significant concern to local businesses. It is
reasonable to expect that prospective investors or businesses interested in relocating
to the southern Nevada region would share similar concerns regarding the continued
availability of water.

Fiscal Impacts

In 1992, Dr. Wiliam White concluded in a report entitted The Impact of a Water
Imposed Interruption of Growth in the Las Vegas Regiont¢ that should Clark County
suffer a sudden and severe interruption to its normal growth patterns, there would be
strong and undesired economic, fiscal and social effects. With the unprecedented
investment and growth in the region over the past 20 years, the state of Nevada as a
whole is even more dependent on southern Nevada now than it was at the time of
Dr. White’s study.

Southern Nevada currently draws nearly 40 million visitors per year who account for
nearly 16 percent of statewide sales and use tax; the whole of Clark County
accounts for 74 percent of statewide sales tax. Generally speaking, approximately
three-quarters of major fiscal revenues from other sources, such as room tax, gaming
tax and property tax are collected in Clark County, with the remaining 16 counties in
the state accounting for only about one-fourth of fiscal revenues. As such, any
decline in tax collections in Clark County is a major concern not only for southern
Nevada, but for the entire state. Notably, Nevada’s resort industry funds
approximately 46.2 percent of state general fund tax revenues through the payment
of more than $2 billion annually in sales tax, property tax and gaming tax.l” These
figures suggest that nearly half the state’s budget is dependent on tourism,
particularly to southern Nevada and Las Vegas.

The 2004 study states that fiscal revenues would suffer greater percentage-declines
than economic output in the event of a growth interruption. Under the conservative
scenario (1.7-percent decline in economic output), fiscal revenues would decline by

15 American Post Tensions provides slab-on-grade post tensioning products and services in the
southwestern U.S.; it was founded in 1987 and is headquartered in Henderson, Nevada.

16 See, Dr. William T. White, The Impact of a Water Imposed Interruption of Growth in the Las
Vegas Region, 1992; this report was prepared for the Las Vegas Valley Water District.

17 Source: Nevada Resort Association
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9.7 percent in year three; under more aggressive scenarios, the decline would be
even greater. Regardless of which local or state government budget a ten-percent
decline is applied to, the impact on public services and programs is substantial.

In the event of water resource restrictions or an inability to obtain water rights in
southern Nevada, the fiscal impact on the state and local governments would be
significant and would be at least commensurate in magnitude to declines in gross
domestic product. The fiscal impact of an extended water crisis may deepen as
homes lose value due to the unattractiveness of moving to a region with severe
water restrictions. If the region experiences overall population decline, this would also
negatively impact home prices and therefore property tax revenues. General fund
dollars in support of education, public safety and other essential programs for the
entire state would be impacted, and declines in such funding would only serve to
deteriorate the attractiveness of the region for prospective newcomers.

For comparison purposes, it is worthwhile to note that state general fund revenues
declined by approximately 2.9 percent in fiscal year 2008 (compared to 2007), and
by 10.3 percent in fiscal year 2009 (compared to 2008) largely due to double-digit
declines in sales tax and gaming tax collections. Both of these revenue sources were
heavily impacted by reduced discretionary consumer spending resulting from the
impacts of the Great Recession.'®8 Notably, Nevada currently reports the largest
general fund deficit percentage in the nation ($1.5 billion shortfall for fiscal year 2012,
which is 45 percent of the fiscal year 2011 budget).’® On a local level, declining
market conditions have resulted in a 30-percent reduction in Clark County property
tax collections in fiscal year 2011 compared to the peak in fiscal year 2009.20 Even
assuming a normalized annual growth rate in property tax collections of 3-percent
per year from next year forward, it will take more than a decade to return to the level
of collections reported in 2009. Water resource restrictions or an inability to obtain
water rights in southern Nevada - particularly during the aftermath of the recent
economic downturn — would likely put further downward pressure on property values,
compounding the state’s ongoing budget crisis.

18 See, Nevada Economic Forum, May 2, 2011 Forecast Report

19 Source: Center on Budget and Policy Priorities

20 Source: Clark County Department of Finance, Budget and Financial Planning,
http://www.clarkcountynv.gov/Depts/finance/budget/Documents/Property%20Tax%20Collecti
ons%20Bar%20Chart.pdf
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Other Impact Considerations

Social Impacts

Beyond the economic, business investment, and fiscal impacts noted above, there

are a number of social impacts that require consideration. As noted in the 2004 study,

social impacts associated with growth interruptions and the resulting decline in

economic and fiscal conditions would likely include the following:

D3

7
*

Increased demand for public assistance programs associated with increased
unemployment;

Increased crime rates as an outfall of increased unemployment, as well as
due to the potential development of blight or abandoned homes and
commercial buildings;

Increased necessary expenditures in support of public safety and criminal
justice programs;

Increased costs associated with aging infrastructure as well as reduced funds
for replacement and routine maintenance; and,

Increased densification (e.g., smaller homes on smaller lots) and reduced
rates of homeownership; as disposable income declines, the amount families

can afford to spend on housing declines as well.

Other Considerations

As stated previously in this analysis, a condition where water resources are restricted
can be likened to drought conditions, irrespective of the cause of such water

restrictions. The economic impacts of drought conditions on various regions across

the U.S. are well-known and extensively documented. Examples of the impacts of

recent drought conditions occurring across the U.S. are summarized below.

New Mexico (April 2011)

®,
0.0

Perhaps most relevant to a study of the impact of a water restriction on
southern Nevada is the impact that recent drought conditions are having on
the city of Las Vegas, New Mexico. The city has been under water restrictions
for the past eight years, but recently the city council declared a state of
emergency due to the dry winter. Hotels have been mandated to not
change sheets for long-term guests more than once every four days, and
restaurants have been told to serve water to customers in plastic cups, as well
as not to refill water glasses unless the customer specifically asks. The city has
closed hotel and motel swimming pools, hot tubs and ornamental fountains.
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Outdoor watering has been banned. Residents have been asked to conserve
as much water as possible by ceasing outdoor watering and using paper
plates and cups to avoid washing dishes. Even if a water solution could be
determined, the city believes it would be unable to absorb the cost (of a
solution to correct the water shortage).2!

Florida (March — April 2011/2007 Study)
« Many small businesses that rely on water supplies are being adversely
impacted by a drought. The Small Business Administration is offering federal
economic injury disaster loans to small businesses that were hurt by the
drought. To be eligible, the business has to have lost money as a direct result

of the drought.22

s A study prepared in 2007 detailing the impacts the 2007 drought in Florida
had on the economy noted the largest impacts were on the agriculture and
tourism industries. Unemployment increased, agriculture decreased, tax
collections decreased, fishing decreased, and fishing license sales
decreased.zs

Texas (April 2011)

s The Texas Commission on Environmental Quality is considering restricting
water rights across the state due to drought conditions. Currently, the Tarrant
Regional Water District is advising customers to follow outdoor watering
restrictions. However, if the drought intensifies, further restrictions may be
necessary.24

7
*

% Due to the severe drought conditions, corn crops may not be able to grow
this year. Many ranchers are trying to sell some of their cattle in order to cut
costs during the drought.2

Oklahoma (April 2011)
« In Oklahoma, lake levels are low due to drought. This is impacting recreational
activities, such as boating and fishing. The lakes are too low for boaters to

21 See, Bloomberg Business Week, April 14, 2011, “Las Vegas, NM sees no easy solution to water
woes”, http://www.businessweek.com/ap/financialnews/D9MJHB400.htm

22 gee, Florida Times-Union, April 15, 2011, “SBA offers assistance to Florida small businesses hurt
by the drought”, http://jacksonville.com/opinion/blog/404383/kevin-turner/2011-04-15/sba-
offers-assistance-florida-small-businesses-hurt

23 See, Florida Division of Emergency Management, CIEM presentation, October 2007,
http://www.floridadisaster.org/ciem/2007/Slides/14_Drought%20Presentation.pdf

24 See, Texas Star-Telegram, April 11, 2011, “State warns it may restrict water rights if drought
intensifies”, http://www.star-telegram.com/2011/04/11/2992641/state-warns-it-may-restrict-
water.html (retrieved April 15, 2011; see publisher’s archives for current access)

25 See, San Antonio Express News, April 12, 2011, “Drought sears farmers’ hopes”,
http://www.chron.com/disp/story.mpl/business/7519210.html



APPLI ﬁLYSIS

Urban Economics

Market Analysis

Financial Advisory Services
Public Policy

Hospitality & Gaming Indusiry

Information Technology

Potential Impacts of Water Resource Uncertainty in Southern Nevada Page 17

avoid running aground. Also, fish numbers are declining, because smaller fish
have no cover to hide from predators.2¢

California (2009/2007 Study)

% In 2009, a state of emergency was declared in California due to drought
conditions. All urban water users were asked to reduce their individual water
use by 20 percent. The governor asked the Department of Water Resources to
come up with short-term solutions to protect water quality and supply. "The
unprecedented water supply situation facing Southern California and the rest
of the state wil not be solved with one or two hearty storms,” said
Metropolitan Board Chairman Timothy Brick. "Today, residents and businesses
throughout Southern California face a three-in-four chance that they may
soon feel the direct impact from drought and problems in the Sacramento-
San Joaquin Delta that demand a comprehensive, sustainable solution." 27

< The quallity of water is as important as having an adequate water supply. A
2007 study by the National Oceanic and Atmospheric Administration found
that an increase in water quality in Long Beach, California, to the healthier
standards of Huntington City Beach would create $8.8 million in economic
benefits over a 10-year period.28

Nevada (2008 Report)
« A report detailing the economic impacts that climate change and water
shortages could have on Nevada predicted that population growth in
Nevada will be hurt by water shortages, which could also affect consumer
spending. The report stated that tourism will be severely impacted, and it is
believed golfing will be one of the hardest hit recreational activities. Also, a
threat of forest fires will result in fewer visits to national parks. In addition, the
report stated that water resources will need to be directed to existing

commercial and residential sites, making further development difficult.2®

26 See, NewsOK, April 13, 2011, “Severe drought causes boating problems at Oklahoma lakes”,
http://newsok.com/severe-drought-causes-boating-problems-at-oklahoma-
lakes/article/3557878

27 See, Environmental News Service, February 27, 2009, “California Faces Water Rationing,
Governor Proclaims Drought Emergency”, http://www.ens-newswire.com/ens/feb2009/2009-
02-27-093.html

28 See, Leeworthy, V.R. and Wiley, P.C., “Southern California Beach Valuation Project:
Economic Value and Impact of Water Quality Change for Long Beach in Southern California,”
National Oceanic and Atmospheric Administration, February 2007 and Natural Resources
Defense Coucil, “Testing the Waters 2010”.

29 See, University of Maryland, Center for Integrative Environmental Research, Economic
Impacts of Climate Change on Nevada, July 2008,
http://www.cier.umd.edu/climateadaptation/Nevada%20Economic%20impacts%200f%20Clim
ate%20Change.pdf
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Conclusion

Based on the research and analysis efforts undertaken and the documentation
reviewed and discussed herein, it can be stated with a reasonable degree of
certainty that water resource instability, or the expectation that sufficient water
resources will nhot be available to sustain the underlying economy, wil have a
material negative impact on southern Nevada’s economy and fiscal structure as well
as that of the state of Nevada as a whole. As such, actions taken to avoid or mitigate
a situation of water resource instability in the region, including, without limitation, the
development of the in-state water resources necessary to meet projected demand,
would reasonably be expected to result in the avoidance or mitigation of the
potential negative economic and fiscal impacts discussed throughout this report.

Experience of Applied Analysis

Overview

Applied Analysis is a Nevada-based advisory services firm founded in 1997. We are
an information and analysis resource for both the public and private sectors. Our
team has extensive experience in real estate, market analysis, urban economics,
information technology, finance, and hospitality consulting.

Our team has performed analyses in Nevada, California, Mississippi, Colorado, and
llinois. We have serviced a broad spectrum of business clients, from governmental
agencies to healthcare providers. We have analyzed the fiscal and economic
impact of developments from 5 to 23,000 acres, and handled policy issues spanning
business tax initiatives to the cost of air-quality programs.

Market Research and Economic Analysis

Since the firm’s inception, the principals and staff of Applied Analysis have
maintained a core competency in advisory services specific to economics, land use
analyses, real estate market research, and fiscal and economic impact analyses.

In addition to our on-going tracking and analysis of land uses, development trends
and real estate market data in Nevada, we have performed dozens of market
analyses, supply-demand studies, feasibility analyses and impact analyses of varying
magnitudes for various government agencies and private enterprises throughout the
southwestern region.

We also maintain and update over 300 different leading economic indicators with
the potential to impact development trends and the evolution of our unique
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economic landscape. These variables are a critical link to our understanding of
current and future development economic and fiscal trends.

Appendix

Appendix |, which follows, depicts the extent to which the statewide economy is
impacted by conditions in southern Nevada.
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Population Estimates (2010)

Source: 2010 Census

Remainder
of Nevada

749,282
(27.7%)

4

Las Vegas MSA

1,951,269
(72.3%)
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Employment Estimates (2010)

Source: Nevada Department of Employment, Training and Rehabilitation

Remainder
of Nevada

314,200
(28.2%)

Las Vegas MSA

801,400
(71.8%)
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Gross Domestic Product (2009)

Source: U.S. Bureau of Economic Analysis

Remainder
of Nevada

$33.4 Billion
(26.7%)

y

Las Vegas MSA

$91.7 Billion
(73.3%)
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Personal Income (2009)
Source: U.S. Bureau of Economic Analysis

Remainder
of Nevada

$29.7 Billion
(29.8%)

Las Vegas MSA

$69.9 Billion
(70.2%)
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Wages and Salaries (2010)

Source: Nevada Department of Employment, Training and Rehabilitation

Remainder
of Nevada

$13.5 Billion
(28.7%)

Las Vegas MSA

$33.6 Billion
(71.3%)
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Taxable Retail Sales (2010)

Source: Nevada Department of Taxation

Remainder
of Nevada

$10.4 Billion

(26.9%)
A

Clark County, NV

$28.3 Billion
(73.1%)

— A.PPL["LYSIS
Potential Impacts of Water Resource Uncertainty in Southern Nevada



Private Sector Establishments (2010)

Source: Nevada Department of Employment, Training and Rehabilitation

Remainder
of Nevada

23,595
(33.3%)

Clark County, NV

47,342
(66.7%)
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Gross Gaming Revenues (2010)
Source: Nevada Gaming Control Board

Remainder
of Nevada

$1.5 Billion

(14.42

Clark County, NV
$8.9 Billion

(85.6%)
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Visitor Volume (2010)

Source: Nevada Commaission on Tourism; UNLV CBER

Remainder
of Nevada

9.4 Million

(18.8%]‘

Clark County, NV
40.7 Million
(81.2%)

— ﬁPPL["LYSIS
Potential Impacts of Water Resource Uncertainty in Southern Nevada



— ﬁPPL[@LYSIS

Convention Attendance (2010)

Source: Nevada Commission on Tourism; LVCVA

Remainder
of Nevada

0.8 Million

(14.82

Las Vegas MSA

4.5 Million
(85.2%)
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Room Nights Occupied (2010)

Source: Nevada Commission on Tourism; LVCVA

Remainder
of Nevada

10.1 Million

(18.9%]‘

Las Vegas MSA

43.4 Million
(81.1%)
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Hotel/Motel Room Inventory (Dec-10)

Source: Nevada Commission on Tourism; LVCVA

Remainder
of Nevada

44,553

(23.0%) '

Las Vegas MSA

148,935
(77.0%)
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Airport Passenger Volume (2010)

Source: Nevada Commission on Tourism; McCarran Int’l Airport

Remainder
of Nevada

4.3 Million
(9.8%)

Las Vegas MSA
39.8 Million

(90.2%)
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Residential Housing Units Permitted (2010)

Source: Various Building Departments

Washoe County, NV
578 (9.4%)

Clark County, NV
5,551

(90.6%)
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Commercial Buildings Permitted (2010)

Source: Various Building Departments

Washoe
County, NV

101
(30.3%)

Clark County, NV
232
(69.7%)
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Existing Home Sales (2010)
Source: National Association of REALTORS; SalesTraq

Remainder
of Nevada Las Vegas MSA
46,576 51,124
(47.7%) (52.3%)
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Prepared for Clark County, Nevada

April 2009




evadans often voice displeasure with the fact we receive fewer dollars back from the

federal government than we, as a state, pay in federal taxes (see, 2008 Tax Foundation

study suggesting Nevada received only 73 cents in federal spending for every dollar
that its residents paid in federal income taxes). The question presented here is whether the
same circumstance occurs within Nevada. More specifically, Applied Analysis has been asked by
Clark County to estimate the contribution of Clark County residents and businesses to the state
general fund in the form of revenue available for appropriation by the Nevada State Legislature
(the “Legislature”) compared to the return received in the form of state services provided or
allocations of money for public services within Clark County.

This is a preliminary analysis; the stated objective was to determine whether the diversity in
Nevada’s economy combined with Nevada’s budgeting policies have, over time, combined to
produce conditions worthy of further discussion.

Approach and Methodology

In approaching this assignment, we considered whether to analyze the state’s fiscal condition
as it continues to deteriorate daily, or to analyze the general fund budget enacted in 2007 for
the fiscal years 2007-08 and 2008-09, as that budget embodies the most recent fiscal policies
officially adopted by the Legislature. We took the latter approach for several reasons. First, the
assignment was to analyze the state’s adopted policies, not its success in estimating its budget.
Second, the officially adopted budget, in setting forth all general fund revenues and
expenditures as of one point in time, is the most comprehensive statement of policy available.
Third, Nevada’s current economic condition is not a reflection of any “policy” established by
public officials or the electorate. Therefore, the approach taken in this study was to estimate
the budgeted amounts likely to be allocated for state-funded services in and out of Clark
County as of the time the 2007-09 state budget was adopted.

This analysis is based on operating appropriations, as these expenditures support the state’s
core programs, and are generally not conditioned on allocation of “one-time” surpluses or
residual fund balances. While exact categorization of appropriations as either for ongoing
operations or as “one-time” might be argued by some, the official reports published by
Legislative Counsel Bureau specifically designate certain appropriations as “one-time”,
providing the definition used for this analysis. Finally, we believe the focus on operating
appropriations more reliably reveals the state’s embedded policies, as opposed to expenditures
made episodically from money considered to be surplus at the time.

! Legislative Appropriations Report 2007, Legislative Counsel Bureau Fiscal Division, October 2007.
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State revenues were also examined; and, some differences between relative population and
relative contribution to the state general fund were found. In estimating state revenues by
county of origin when the 2007-09 biennial budget was formulated, statistics for the year
ended June 30, 2007 were used except where noted in the appendices. On the whole, this
method captures the revenue and expenditure patterns prevalent when the full Legislature last
codified both its tax structure and its appropriations.

Also included on this review are the impacts of state-mandated payments from Clark County on
which the Legislature relies to help balance its Medicaid budget. These allocations are related
to the Disproportionate Share Hospital or “DSH” program associated with Nevada’s state
Medicaid budget.

Findings of the Analysis

As of the finalization of the 2007-09 biennial state budget, Clark County, with 71.9 percent of
the state’s population, was generating approximately 76.1 percent of state general fund
revenue.” Based on projected public school funding, Nevada Medicaid caseloads, and
appropriation patterns evident in higher education and health and human services, Clark
County, at that time, would have been allocated approximately 66.5 percent of state
appropriations in the form of either state-provided services or in funding for the state’s K-12
education system.®> The difference, including percentage of revenue provided and percentage
of funding expected to be allocated represents approximately $658.0 million, the sum of the
estimated appropriations and revenues under the columns headed “Estimated Export as if Per
Capita” in Table 1 on the following page. Since Clark County’s percentage of statewide full time
equivalent K-12 and higher education students differs from its percentage of general
population, Table 1 also includes similarly calculated allocations by student population
(allocations for health and human services do not vary by student count). Detail for the
appropriations allocation is shown in Appendix 1, where most appropriations are allocated as if
per capita, except where noted for elementary and secondary education, higher education, and
health and human services. Finally, Table 1 incorporates the impact of Nevada’s Medicaid
“DSH” allocations to hospitals throughout the state. The “DSH” program, described later in this
report, is not a tax revenue to the state, nor does it result in appropriations from the general
fund. Rather, it is a unique transaction resulting in a gain to the state and representing an
estimated displacement of $58.9 million from Clark County. Combining the state general fund
analysis and “DSH” allocations brings the total estimated export from Clark County to $716.9
million over the two-year period.

? Nevada State Demographer, http://nsbdc.org. Also see Appendix 2 for revenue distribution detail.
* See Appendix 1 for expenditure distribution detail.
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Table 1

Comparison of Per Capita vs. Estimated Share of Expenditures and Revenues for Clark County
State General Fund Budget and DSH Hospital Funding - Fiscal Years 2008 and 2009

Purpose of Appropriations

Total Operating
Appropriations

FY 2008 and 2009

Est. Clark County

Share Actual
Appropriations

If Per FTE Student

If Per Capita

Clark County Share

Appropriations

Estimated
Export

Clark County Share
Appropriations

Estimated
Export

Elementary & Secondary Education

Nevada System of Higher Education

Health and Human Services

Other GF Operating Appropriations

$2,352,287,470
$1,316,385,472
$1,927,008,728

$1,206,439,738

$1,505,111,299
$791,381,024
$1,357,798,061

$867,357,127

$1,700,383,278
$842,714,888
$1,385,402,603

$867,357,127

$195,271,979
$51,333,864
N/A

S0

$1,691,152,270
$946,401,453
$1,385,402,603

$867,357,127

$186,040,970
$155,020,428
$27,604,542

S0

Total Appropriations $6,802,121,408 $4,521,647,512 $4,795,857,896 $274,210,384 $4,890,313,452 $368,665,940
Appropriation Shortfall
As If Per Capita or Per Capita Adjusted for Enroliment $274,210,384 $368,665,940
Total Estimated Clark Revenue If Per Capita
Revenue Contribution Clark County Share Estimated
State General Fund Revenue FY 2008 and 2009 Estimated 2007 Revenues Export

State General Fund 2007-09 Budget

Appropriation Shortfall As If Per Capita

DSH Hospital Funding Program

$6,812,458,652

$5,187,032,907

$4,897,745,305

$289,287,603

$368,665,940

$58,935,721

Total Difference Per Capita vs. Estimated

$716,889,264

This is a draft document. It is intended for discussion purposes only.
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Examining these distribution issues solely on a point-of-origin basis might lead to quick
conclusions that the state should immediately revise its budget to (1) add $368.7 million in
services in Clark County; (2) to relieve Clark County individuals and businesses of $289.3 million
in state taxes each biennium, and (3) to modify the matching requirements and net benefits in
the “DSH” program by $58.9 million in Clark County’s favor. While such arguments can be
persuasive, each of these issues has a different background and is subject to separate
consideration. First, it is noteworthy that the two largest expenditure disparities — K-12 and
higher education, have specific histories which underlie the current conditions. Second, the
single largest revenue disparity — in gaming and entertainment — arises from a unique industry
which is licensed and closely regulated by the state. Third, the “DSH” allocations to hospitals
are direct redistributions unrelated to the differential costs of delivering public services. This
analysis includes a section on each topic.

Factors Influencing Distribution of General Fund Appropriations

The difference in K-12 funding is by design, and based on a formula including relative costs of
education and relative tax revenue available to pay those costs in each school district.*
Essentially, the larger the district, the greater the economies of scale, and the fewer dollars
allocated per student. Likewise, districts with higher property, sales, and other tax revenues
per student receive fewer dollars per student. The resulting cost and wealth factors in the
Nevada Plan for School Finance have been justified in past studies as providing equity of
educational opportunity for students regardless of the district in which they attend. While this
approach is generally thought to promote equity for students, it does not purport to address
sufficiency for any Nevada school district. Equity is typically benchmarked by educational
analysts through comparisons of student access to educational services, and some landmark
court cases have affected distribution of school funding in other states.” On the other hand,
sufficiency is generally determined though a political process or, on occasion, in the courts.

These arguments aside, the transfer of tax wealth from Clark County to other counties reflected
in Table 1 (page 3) is significant from both an equity standpoint, and in terms of local control of
education funding. The profound effect of the differentiation in funding for Nevada’s school
districts is demonstrated in Table 2 below in the FY 2007-08 state support per student, which
includes state payments, local school support tax, and 25 cents of the 75 cent school ad
valorem (property) tax levy. The combination of cost and wealth factors in the school formula
results in the Clark County School District receiving the second-lowest basic support per

* NRS 387.121.
> Roosevelt Elementary School District v. Bishop (Arizona), Skeen v. State (Minnesota), Serrano v. Priest (California),
Tennessee Small School Systems v. McWherter (Tennessee).
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student. Only Eureka, with its enormous tax receipts from net proceeds of mining, was
assigned a lower support number.

Table 2
FY 2008 State Support per K-12 Student

FY 2008

State Support

School District Per Student
Esmeralda $11,358
Lincoln $9,644
Pershing $7,770
Mineral $7,518
Storey $6,907
Lyon $6,704
White Pine $6,696
Nye $6,661
Elko $6,574
Churchill $6,526
Humboldt $6,437
Carson City $6,037
Lander $5,987
Douglas $5,383
Washoe $5,131
Clark $4,891
Eureka $4,058
Weighted Average $5,122

Source: Assembly Bill 627, 2007 Legislature.

Examining funding for the Nevada System of Higher Education (the “NSHE”) should be
undertaken only with considerable caution for several reasons. First, the fact that Clark County
surpassed Washoe County in population only in the only the most recent one-third of the
state’s history is important. When Nevada Southern University, predecessor to the University
of Nevada, Las Vegas (“UNLV”) opened in 1957 as a two-year institution, the Reno campus had
already been functioning since 1887.° The press toward maturity at UNLV has been
tremendous; and development and funding of recognized graduate and research programs,
which typify older institutions is, for UNLV, a work in rapid progress. Second, rather than being
organized under separate jurisdictions; NSHE is state-wide and governed by one Board of
Regents, subject to significant financial control by the Legislature. Third, it is not universally
expected that students’ educational opportunity be exactly "equalized” from one region to
another. In fact, institutions based in one area of the state, such as the School of Medicine, also
conduct programs in other areas. Another example, the Boyd School of Law, currently offers
the only program of its kind in the system, its location largely driven by significant private

®See University of Nevada Reno, http://www.unlv.edu, and University of Nevada Las Vegas, http://www.unlv.edu.
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contributions when it was founded. Yet another, the Desert Research Institute with no
enrollment, is based in Reno; but has a very significant presence in Clark County. Additionally,
some institutions offer learning opportunities in neighboring counties via satellite locations or
audiovisual communication.  Taking these factors together, it is not surprising that
appropriations remain differentiated when considered solely on a county-by-county basis, and
complete uniformity of programs would beg questions regarding unnecessary duplication of
programming and costs. That said, distribution of resources among NSHE institutions has been,
and is likely to remain, worthy of periodic study.’

Recognizing that enrollment in NSHE institutions in Clark County is notably less in proportion to
total NSHE enrollment than Clark County’s share of the state’s total population, Table 1 also
includes a hypothetical distribution of appropriations adjusted for enrollment reflecting
“export” of $103.7 million less than that calculated based only on general population. It should
be pointed out that drawing conclusions regarding NSHE appropriations solely based on
enrollment vastly oversimplifies a very complex issues and does not account for the availability
of educational opportunities system-wide for a population of students who are more mobile
than K-12 students, whose attendance is generally restricted to county of residence. The result
of that calculation is presented here simply as another comparison to distribution based on
general population. Again, the result of any analysis regarding distribution of resources within
the system are subject to the qualifications mentioned herein, but the issue of origin as
opposed to destination of state general fund dollars remains open.

Health and Human Services represents a far smaller difference between the percentage of
appropriations allocable to Clark County (70.5 percent) and general population (71.9 percent).
However, it is notable this percentage difference appears almost entirely attributable to
appropriations for mental health, developmental services, and child welfare integration. While
the great majority of health and human services appropriations could be considered allocable
by population on the premise that the same programs are available statewide, those with fixed,
state-funded facilities or programs from which services are available represent only 64.3
percent of total appropriations for these purposes. This is evident comparing appropriations
for Southern Nevada Adult Mental Health, Desert Regional Center, Southern Nevada Child and
Adolescent Services, and Clark County Child Welfare Integration to those for Northern Nevada
Adult Mental Health, the Sierra and Rural Regional Centers, Northern Nevada Child and
Adolescent Services, and Washoe County Child Welfare Integration.

7 See Legislative Counsel Bureau Bulletin 87-30, August 1986, and Legislative Counsel Bureau Bulletin 01-04,
January, 2001.
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Revenue Comparisons

As to state general fund revenue, the percentage of taxable sales occurring in Clark County
(73.4 percent in 2007) exceeded its share of statewide population (71.9 percent in 2007), a
logical observation given southern Nevada’s generation of significant retail sales to tourists.
Since nearly one-third of state general fund revenue comes from taxable sales, this is one
component of the revenue disparity.

However, by far the greater source of disparity arises from gaming taxation. Of the state-wide
total non-restricted gaming win, which drives gaming percentage fee receipts, 82.2 percent
emanated from Clark County in 2007, a difference of 10.3 percent over Clark County’s share of
statewide population. This means that per-resident gaming win in Clark County is nearly twice
that for all other counties combined, clearly reflecting the difference in Clark County’s economy
as compared to other regions of the state. In addition, it was noted that live entertainment tax
collected from gaming venues in Clark County represented 97.1 percent of the state total, an
even more disproportionate contribution to state general fund revenue. Real property transfer
tax was also significant, with 80.6 percent of collections in 2007 sourced to Clark County. The
revenue analysis is shown in Appendix 2.

Nevada Medicaid “DSH” Allocations to Hospitals

In addition to the foregoing relationships between revenue contributed and funding received,
the state uniquely requires Clark County to remit almost all the required state match for federal
DSH allocations to hospitals throughout the state. Table 2 below summarizes this matching
mechanism and Clark County’s contribution to Nevada’s statewide system of health care.
Although Clark County comprised 71.9 percent state population, Clark is required to pay 97.6
percent of the match, but only receives 41.9 percent of the net benefit—clearly a
disproportionately large contribution for a disproportionately small benefit. Table 3 on the
following page shows how the state requires virtually all matching dollars to be remitted from
Clark County, while neither other counties nor the state general fund are required to match in
proportion to population or other measure of magnitude related to provision of health care. In
addition, even though the in-state match draws significant federal funding, the net benefit of
combined redistribution of federal money and in-state match is also disproportionately small in
Clark County. The table illustrates how the matching requirements combined with the scheme
by which benefit is distributed are expected to displace $29.5 million from Clark County in FY
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2009.2 At this rate, Clark County could be expected to “export” $58.9 million over a biennium
in the DSH program alone.’

The matching funds remitted by Clark County to the state are not recorded as a state tax
revenue, nor do they result in an appropriation from the general fund. Rather, “DSH” is a
unique transaction resulting in a gain for the state through supplantation of state
appropriations, with an effect similar to that of a tax levied predominantly on Clark County
residents and businesses. Since the redistributive effects of state appropriations for Medicaid
are separately accounted for in the general fund analysis, the DSH loss is in addition to the
transfer implicit in state general fund revenues and expenditures.

Table 3
Match Requirements and Distribution of “DSH” Hospital Funding

Contribution

NRS 422 Contribution As If By Percentage
Nevada Matching Contributions Amount Percent Population of Population
Clark County $60,760,040 97.6% $44,761,199 71.9%
Washoe County $1,500,000 2.4% $9,575,157 15.4%
Rural Counties S0 0.0% $7,923,684 12.7%
State General Fund $0 0.0% N/A N/A
Total Nevada Matching $62,260,040 100.0% $62,260,040 100.0%
Plus Federal Funding $44,870,714
Total Available for Distribution $107,130,754
Distribution
NRS 422 Distribution As If By Percentage
Distributions to Hospitals Amount Percent Population of Population
State Benefit $18,481,731 17.3%
Renown Medical Center - Reno $5,116,226 4.8% $16,475,958 15.4%
Rural Nevada Hospitals $3,982,450 3.7% $13,634,270 12.7%
Private Hospitals Clark County $1,516,226 1.4% N/A N/A
UMC Clark County $78,034,121 72.8% $77,020,526 71.9%
Total Distributed to Hospitals $107,130,754 100.0% $107,130,754 100.0%

® Note: The estimate for the DSH program is based on a FY 2009 analysis by Clark County.
° Note: The estimate for the DSH program is based on a FY 2009 analysis by Clark County.
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Table 3
Match Requirements and Distribution of “DSH” Hospital Funding
(continued)

Net Benefit Net Benefit

NRS 422 Net Benefit As If By As If By

Net Benefit Distribution Amount Percent Population Population
State General Fund $18,481,731 41.2% N/A N/A
Washoe County $3,616,226 8.1% $6,900,801 15.4%
Rural Counties $3,982,450 8.9% $5,710,586 12.7%
Clark County $18,790,307 41.9% $32,259,327 71.9%
Total Net Benefit $44,870,714 100.0% $44,870,714 100.0%
Gain or (Loss) Total Gain

DSH Gain or (Loss) By Population in Net Benefit in Matching or (Loss)
State General Fund $18,481,731 N/A $18,481,731
Washoe County ($3,284,575) $8,075,157 $4,790,582
Rural Counties ($1,728,136) $7,923,684 $6,195,547
Clark County ($13,469,020) ($15,998,841)  ($29,467,860)
Sum of Net Gains and (Losses) SO S0 S0

Source: Clark County Commission budget workshop staff presentation March 31, 2009. Calculations by Applied Analysis.

Conclusion

Analyzing the distribution of state general fund appropriations against the county of origin of
state general fund revenues, Clark County could have expected to receive $658.0 million less in
state-distributed revenue for public services than it generated on the state’s behalf in the 2007-
2009 Legislatively approved budget. Adding the effect of approximately $58.9 million in
transfers and distributions, partially funded by the federal government, over a two-year period
through the “DSH” program; the displacement of revenue from Clark County to other counties
is estimated at $716.9 million over the biennium, or approximately $358.4 million per year.
Although this analysis may suggest that at closer look at state spending equity is warranted,
consideration of this issue also calls for examination of some of the historical factors influencing
the state’s appropriation practices.

It is believed by many, as much by anecdote as by analysis, that Clark County “subsidizes” the
remainder of the state. This preliminary analysis suggests that this is true. The most common
responses to concerns over this fiscal asymmetry have been that state services, in general, have
had difficulty keeping pace with southern Nevada’s rapidly growing population; the practical
realities of the Nevada Plan for School Finance require differential distributions in an attempt
to maintain educational equity in K-12 education programs; and Clark County institutions in the
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Nevada System of Higher Education are a comparatively recent development in the system’s
history, allowing less time for full maturation of graduate and research programs.

Taxes are a transfer of wealth. At a policy level, there is certainly some expectation of a
transfer or dislocation of tax revenues - a tax returned to its exact point of origin (i.e., the
taxpayer) would be no tax at all. However, while such arguments may help explain how
Nevada’s budget came to be as it is today, they are not necessarily justification for maintenance
of status quo, particularly if distinct differences are not associated with any policy rationale,
and simply result in some paying more so others are allowed to pay less.

Today, Clark County’s economy is generating a disproportionate share of state general fund
revenues, a substantial share of which is spent in other parts of the state. This preliminary
analysis suggests the degree of this shift is significant and is worthy of additional study.

Applicability of Findings and Limitations on Data

This analysis hypothetically compares estimated state general fund appropriations allocable to
Clark County and state general fund revenues from Clark County as if they were collected and
allocated on a per capita basis to the estimated actual appropriations and revenues taking into
account K-12 school funding formulas and location of certain state-funded institutions. The
calculations by which theses conclusions were derived focused on the state’s two largest areas
of appropriations and major categories of revenue; based on data reported by Nevada
Department of Taxation for sales, cigarette, liquor, and real property transfer tax; by Nevada
Gaming Control Board for non-restricted gaming win and live entertainment tax; by NSHE for
higher education enrollments; and by Department of Health and Human Services for Medicaid
and Temporary Assistance for Needy Families caseloads.. We did not undertake an
apportionment of appropriations for the state prison system as that would have required data
on prisoner placement and county of sentencing. In some cases, a general index of business
activity within a sector was applied to other revenue, such as gaming win to the Higher
Education Capital Construction contribution in the state general fund from dedicated gaming
taxes. As such, these allocations are not exact. Other analyses may produce varying results,
but the magnitude of these differences, primarily arising from codified distributions and their
underlying working documents, indicates the general conclusion that Clark County does heavily
“subsidize” the remainder of the state in the state’s budget process is beyond credible rebuttal.

As with any analysis, there are limitations that must be considered when drawing conclusions
from the data utilized, including without limitation the fact that information contained in this
report is subject to change due to timing of reporting and future events, especially given the
effects of the current recession on state revenues and expenditures.
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Analysis of Nevada General Fund and Expenditure Distri

Appendix 1 - FY 2008 and 2009 State General Fund Appropriations

Estimated
FY 2008 FY 2008 FY 2009 Allocation
Operating One-Time Operating Clark County Notes on Distribution
Elected Officials
Appropriations Subject to Proration
All $93,218,502 $100,812,488 $139,496,534
Regional Facilities or Programs
None $0 $0 $0
Programs Not Serving Clark County
None $0 $0 S0
Subtotal Elected Officials $93,218,502 $100,812,488 $139,496,534
Finance and Administration
Appropriations Subject to Proration
All $52,600,759 $71,984,127 $89,568,990
Regional Facilities or Programs
None $0 $0 $0
Programs Not Serving Clark County
None $0 $0 $0
Subtotal Finance and Administration $52,600,759 $71,984,127 $89,568,990

Elementary and Secondary Education
Appropriations Subject to Proration

Distributive School Account (DSA)

$1,041,380,667

$1,090,814,060

$1,346,877,943

———>  Distributed by DSA formula

Remediation Trust $60,375,718 $85,539,038 $104,903,875
$1,541,286,218 Uniform per student
Other State Programs $23,932,297 $27,688,181 $37,111,998 support state-wide
$156,870,876 Less difference in basic
Education State Programs $3,046,782 $3,188,144 $4,482,534 support amount
$37,537,399
Less estimated deductions
Education Support Services $1,167,308 $1,223,825 $1,719,080 inside formula
$1,346,877,943 Estimated payment to Clark
Proficiency Testing $5,001,991 $5,345,708 $7,439,369 Co. schools
Teacher Licensing $100 $100 $144
Student Incentive $380,789 $382,876 $549,029
Career & Technical $379,612 $392,500 $555,102
Continuing Education $614,015 $617,430 $885,334
Nutrition $305,075 $315,286 $446,002
Disabilities $96,609 $99,359 $140,889
Regional Facilities or Programs
None $0 $0 $0
Programs Not Serving Clark County
None $0 $0 $0
Subtotal Elementary and Secondary Education $1,136,680,963 $1,215,606,507 $1,505,111,299 63.99% Estimated allocation to Clark County
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Analysis of Nevada General Fund Revenue and Expenditure Distributions

Appendix 1.1 - FY 2008 and 2009 State General Fund Appropriations (continued)

Estimated
FY 2008 FY 2008 FY 2009 Allocation
Operating One-Time Operating Clark County Notes on Distribution
Postsecondary Education Commission
Appropriations Subject to Proration
Postsecondary Commission $331,900 $386,721 $516,645
Regional Facilities or Programs
None S0 S0 S0
Programs Not Serving Clark County
None $0 $0 $0
Subtotal Postsecondary Education Commission $331,900 $386,721 $516,645
Nevada System of Higher Education (NSHE)
Appropriations Subject to Proration
System Administration $5,466,936 $5,622,271 $7,972,468
Salary Adjustments $8,660,829 $26,906,578 $25,570,812
Special Projects $2,739,482 $2,751,729 $3,947,848
University Press $875,630 $916,397 $1,288,359
System Computing $22,763,460 $23,162,289 $33,017,833
National Direct Student Loan $50,904 $50,904 $73,194
School of Medical Sciences $33,883,844 $34,753,277 $49,345,934
NSHE Health Lab and Research $2,008,216 $2,046,391 $2,915,017
Cooperative Extension $9,062,442 $9,410,306 $13,280,787
Desert Research Institute $9,361,843 $9,795,172 $13,772,734
Agricultural Experiment $8,991,117 $9,249,670 $13,114,021
Regional Facilities or Programs
University of Nevada Reno $132,264,763 $136,590,971 S0
UNR Athletics $6,690,710 $6,902,237 S0
Statewide Programs UNR $8,282,094 $8,509,466 S0
Business Center North $2,467,263 $2,550,450 S0
Truckee Meadows Community College $40,132,380 $41,002,040 S0
Great Basin College $16,363,069 $16,997,300 S0
Western Nevada Community College $20,769,184 $21,251,842 S0
University of Nevada Las Vegas $168,614,876 $172,988,843 $341,603,719
UNLV Athletics $8,891,619 $9,103,052 $17,994,671
Statewide Programs UNLV $1,410,413 $1,458,566 $2,868,979
UNLV Law School $8,853,595 $9,126,630 $17,980,225
UNLV Dental School $8,105,386 $8,431,499 $16,536,885
Business Center South $2,096,071 $2,171,463 $4,267,534
Community College Southern Nevada $95,156,439 $97,672,554 $192,828,993
Nevada State College $15,330,975 $17,670,035 $33,001,010
Subtotal NSHE $639,293,540 $677,091,932 $791,381,024 60.12% Estimated allocation to

Clark County

This is a draft document. It is intended for discussion purposes only.

Prepared by:
Applied Analysis



Analysis of Nevada General Fund Revenue and Expenditure Distributions

Appendix 1.2 - FY 2008 and 2009 State General Fund Appropriations (continued)

Estimated
FY 2008 FY 2008 FY 2009 Allocation
Operating One-Time Operating Clark County Notes on Distribution
Western Interstate Compact for Higher Education (WICHE)
Appropriations Subject to Proration
Administration $365,789 $422,146 $566,478
Loan & Stipends $703,450 $700,048 $1,009,030
Regional Facilities or Programs
None $0 S0 $0
Programs Not Serving Clark County
None $0 S0 $0
Subtotal WICHE $1,069,239 $1,122,194 $1,575,508
Other Education and Culture
Appropriations Subject to Proration
Al $14,203,920 $15,482,555 $21,342,778
Regional Facilities or Programs
None $0 S0 $0
Programs Not Serving Clark County
None $0 S0 $0
Subtotal Other Education and Culture $14,203,920 $15,482,555 $21,342,778
Commerce and Industry
Appropriations Subject to Proration
Al $52,051,310 $53,122,390 $75,613,522
Regional Facilities or Programs
None $0 S0 $0
Programs Not Serving Clark County
$0 $0 $0
Subtotal Commerce and Industry $52,051,310 $53,122,390 $75,613,522
Health and Human Services
Appropriations Subject to Proration
Director's Office $1,457,123 $1,478,574 $2,110,588
Developmental Disabilities $171,409 $172,068 $246,939
Community Based Services $6,550,389 $7,080,067 $9,799,473
Healthy Nevada $383,319 $388,726 $555,054
HHS Grants Management $3,244,142 $3,902,285 $5,137,848
Health Care Financing $1,299,069 $1,502,672 $2,014,282
Medicaid $428,004,223 $480,536,607 $668,179,690 Distributed by Medicaid Caseload 2008
Nevada Checkup $10,889,033 $12,585,449 $16,876,731
HIFA Holding $2,543,319 $4,130,803 $4,798,290

(continued on following page)

This is a draft d Itisi jed for di ion purposes only.

Prepared by:
Applied Analysis



Analysis of Nevada General Fund and Ji Distri

Appendix 1.3 - FY 2008 and 2009 State General Fund Appropriations (continued)

Estimated
FY 2008 FY 2008 FY 2009 Allocation
Operating One-Time Operating Clark County Notes on Distribution
Health and Human Services (continued)
MHDS Administration $3,483,928 $3,546,681 45,054,582
Lakes Crossing Center $9,603,196 $10,114,277 $14,175,669
Family Preservation $2,135,672 $2,319,305 $3,202,859
Mental Health Information System $1,475,959 $1,517,461 $2,152,088
Alcohol And Drug Rehab $9,566,312 $12,048,716 $15,539,896
Health Administrator $1,039,815 $1,092,261 $1,532,834
Minority Health $121,490 $128,870 $179,994
Vital Statistics $855,943 $967,157 $1,310,699
Community Health $683,116 $714,539 $1,004,829
Maternal Child Health $1,272,963 $1,287,690 $1,840,954
Early Intervention $14,584,903 $15,315,094 $21,496,288
Welfare Administration $7,656,057 $7,656,457 $11,008,770
Welfare Field Services $23,514,422 $25,049,481 $34,914,506
Welfare TANF $24,607,852 $24,607,852 $40,031,363  Distributed by TANF Caseload 2008
Assistance to Aged and Blind $6,898,497 $7,115,004 $10,074,859
Child Assistance $9,033,701 $9,033,701 $12,989,368
Older Americans $3,422,727 $3,629,400 $5,070,052
Senior Services $1,807,068 $1,927,999 $2,685,287
Homemakers $285,541 $400,181 $492,993
Senior Citizens Property Tax $4,861,484 $5,412,531 $7,386,395
Child and Family Services Administration $4,979,171 $5,178,985 $7,303,099
DCFS Juvenile Justice $729,205 $729,205 $1,048,508
Unity SACWIS $3,329,902 $3,341,037 $4,796,001
Youth Alternative Placement $1,685,050 $1,704,979 $2,437,226
Summit View Correctional $7,321,260 $7,643,558 $10,758,798
Caliente Youth Center $7,655,209 $7,994,790 $11,251,402
Nevada Youth Training Center $9,982,182 $10,308,059 $14,587,455
Youth Parole $6,066,012 $6,127,061 $8,766,081
Wraparound $2,956,974 $3,146,056 $4,387,709
Indian Affairs $190,583 $191,225 $274,497
Equal rights $1,227,539 $1,269,311 $1,795,084
Rehabilitation Administration $23,301 $24,213 $34,160
Vocational Rehabilitation $3,273,713 $3,324,848 $4,743,966
Services to Blind $1,212,454 $1,229,817 $1,755,845
Consumer Health $1,002,060 $1,036,963 $1,465,934
Communicable Disease $801,168 $805,030 $1,154,759
STD's $1,790,254 $1,805,620 $2,585,216
Immunization $1,042,378 $1,074,408 $1,521,841
Child Care Services $59,090 $67,037 $90,678
Emergency Medical $917,930 $948,548 $0
Regional Facilities or Programs
Northern Nevada Adult Mental $33,223,654 $36,657,399 $0
Rural Clinics $13,371,579 $13,976,717 $S0
Sierra Regional $20,479,394 $22,422,315 $0
Rural Regional $9,769,786 $10,963,863 S0
Washoe County Integration $12,636,969 $14,503,827 $0
Rural Child Welfare $6,106,651 $6,994,552 S0
Northern Nevada Child and Adolescent $3,452,345 $3,517,412 S0
Southern Nevada Adult Mental $89,477,646 $94,971,557 $184,449,203
Desert Regional $43,985,851 $53,153,934 $97,139,785
Clark County Integration $33,373,591 $38,870,325 $72,243,916
Southern Nevada Child and Adolescent $10,489,192 $10,854,527 $21,343,719
Programs Not Serving Clark County
Public Defender $1,221,617 $1,223,260 S0
Estimated allocation to Clark
Subtotal Health and Human Services $915,286,382 $1,011,722,346 $1,357,798,061 70.46% County
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Analysis of Nevada General Fund Revenue and Expenditure Distributions

Appendix 1.4 - FY 2008 and 2009 State General Fund Appropriations (continued)

Estimated
FY 2008 FY 2008 FY 2009 Allocation
Operating One-Time Operating Clark County Notes on Distribution
Public Safety
Appropriations Subject to Proration
All $319,823,935 $346,580,972 $479,104,780
Regional Facilities or Programs
None S0 S0 S0
Programs Not Serving Clark County
None S0 $0 $0
Subtotal Public Safety $319,823,935 $346,580,972 $479,104,780
Infrastructure
Appropriations Subject to Proration
All $35,952,417 $33,537,044 $49,958,715
Regional Facilities or Programs
None S0 $0 $0
Programs Not Serving Clark County
None S0 $0 $0
Subtotal Infrastructure $35,952,417 $33,537,044 $49,958,715
Special Purpose Agencies
Appropriations Subject to Proration
All $6,480,205 $7,679,060 $10,179,654
Regional Facilities or Programs
None S0 $0 $0
Programs Not Serving Clark County
None S0 $0 $0
Subtotal Special Purpose Agencies $6,480,205 $7,679,060 $10,179,654
Grand Total General Fund Operating Appropriations $3,266,993,072 $3,535,128,336 $4,521,647,512 66.47% Estimated allocation

to Clark County
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Analysis of Nevada General Fund Revenue and Expenditure Distributions

Appendix 2 - General Fund Revenues - Legislatively Approved FY 2008 and FY 2009

FY 2008 FY 2009 FY 2008 FY 2009
General Fund General Fund Estimated Clark Estimated Clark Percent of
2007 Leg. Est. 2007 Leg. Est. County Contribution  County Contribution Total
Sales 1,086,457,000 1,162,783,000 797,073,701 853,069,886 73.36%
Gaming 900,492,620 969,718,143 740,319,681 797,231,882 82.21%
Property (mining) 22,873,000 22,789,000 300 300 0.00%
Live Entertainment 139,258,248 152,939,248 135,195,466 148,477,330 97.08%
Insurance Premium 291,014,000 320,546,900 209,221,446 230,453,813 71.89%
Liquor 40,589,000 41,807,000 29,044,921 29,916,505 71.56%
Cigarette 115,700,000 116,200,000 82,783,990 83,141,742 71.55%
Tobacco 9,407,000 10,066,000 6,730,761 7,202,279 71.55%
HECC Transfer 5,000,000 5,000,000 4,110,637 4,110,637 82.21%
Bus License Fee 19,404,000 19,987,000 13,950,301 14,369,443 71.89%
Bus License Tax 50,000 35,947 0 71.89%
Modified Business Non-Financial 276,292,000 297,566,000 198,637,220 213,931,938 71.89%
Modified Business Financial 24,277,000 25,977,000 17,453,693 18,675,890 71.89%
Branch Bank 3,047,000 3,190,000 2,190,609 2,293,417 71.89%
Real Property Transfer 124,166,000 134,880,000 100,082,684 108,718,590 80.60%
Licenses - Sec State & Other 127,016,700 134,926,400 91,317,317 97,003,912 71.89%
Fees and Fines 37,575,500 38,532,600 27,014,509 27,702,606 71.89%
Interest & Use of Property 46,310,630 35,939,263 33,294,539 25,838,154 71.89%
Unclaimed Property & Other 25,260,700 25,420,700 18,160,914 18,275,944 71.89%
Total General Fund 3,294,190,398 3,518,268,254 2,506,618,637 2,680,414,271 76.14%

Note: Basis of distribution for sales tax is FY 2007 taxable sales; for gaming taxes and HECC transfer is FY 2007 unrestricted gaming win; for mining
tax is Department of Taxation 2007 net proceeds distribution; for live entertainment is Gaming Control Board 2007 distribution of tax in
gaming venues; for liquor, cigarette, tobacco, and real property transfer taxes is Nevada Department of Taxation Consolidated Tax
distribution and related reports. For remaining taxes, distribution is assumed to be uniform by population.

Prepared by:

This is a draft document. It is intended for discussion purposes only. Applied Analysis



	Applied Analysis 2011 Potential Impacts of Water Resource Uncertainty.pdf
	Expert Analysis - SNWA - Working Draft 3
	SNWA Analysis - Slides

	Applied Analysis 2011 Analysis of Nevada General Fund Revenue and Expenditure Dist
	Clark County Contribution to the State.pdf
	Approach and Methodology
	Findings of the Analysis
	Factors Influencing Distribution of General Fund Appropriations
	Revenue Comparisons 
	Nevada Medicaid “DSH” Allocations to Hospitals
	Conclusion
	Applicability of Findings and Limitations on Data


	Appendix Final


