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!, Richard Almy. hac becn asheg Sy tize Village Leag:.o 20 Save Incline Assets to make this affdevr
about what I heard in o neeting of memiers of the League ard of the Nevafu Ocpurtmen: of Tasaticn on
Thursday, November | 7, 2005 i Carson City. (Tam a gartoer in the firm of Mmy. Gloudemans. Jacobe
& Denne, Property Taxation and Assessment Consultants, and { havo boen advising the League on land
valuation and assessment matters )

The miceting was convesed ai e behest of the J.eague. which beieved tiat trere w As 8 need 10 reaparaise
residontia; land near Lake Tahoe 'and which had technical cancerns about the spicial study of land values
in Incline Vifiage that the Depertmu:m hid been making). The Lesgue had concluded that doficiencies in
the enisting land appraisals were so greet that they could not be cured by facraring, which was the usual
vehicle that the Nevada Tax Commssion uses to sorrect Inequities among classes of prope:ty

Al the outset of the meeting, Ms Ruba!d of the Department stated that the Department had reached the:
conclusion that a renppraisal was needed. She was joined by Mr. Bixby, whn stuied that the underlying
iard 2pprassals were 3o insccurate that factoming would be inappropriate. (The discussion then turned 1o

how & reappraisal would be organized and paid for)

In discussing the nawre of the appraisal problem. Mr. Bixby took two surprising positions. First, land
value for tax purposes in Nevada (LF) essentially was equal t Sul) cash value (FCV) minus the replace-
nent cost developed by applving the Marshall & Swif Residentia’ Cest Handhook (RCN) plus statuton
depreciation (D). (Open-marke*, arm's length sales are Lsed as suirogates for SCVv.) The usnal war of
expressing this relationship algedraically is:

[
‘@ LV=FCY-(RCN = D)

RCV - D is improvcment {building) vaive, and usua'ly is shortened 10 RCNZD. Thig coznention of My
Bixby was surprisng because it soemed 1o ignore the plain meaning of “taxable value" undor Nevada
statuzes ard regulstions. Essentially thic fonnulation assigns to LV any iocation premium properly as.
¢ribed 1o the FCFof the impravements, 8ny construction cos's not recognized In the Marshall & Swift
2andbook. and any sdditiona! depreciation allcwable under the regulutions. Thus, the formulation cou'd
overstaie the taxable value, and indeed the FC'V, of land.

Second, M. Bixby contended iat L ¥ ¢ssentially is proportional 10 RCNLD. He said that if three esser-
tia"'y equa; land plots had progressively more valuable houses on diem, their land values wou'd ineregse

proportionately. (This apparently was a defense for Using & secondary land valuation technique that is
known as the allncation method. Professional standards consider the method defensidle only when the
irmpros.ed properties are homogereous, s pesition tar is re Jected in the reguiations.)
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