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Governor Promotes NV 150 and Blasts Margin Tax
More than 300 members, legislators and guests attending the biennial luncheon, part of NTA’s 92nd annual general
membership meeting, were treated to presentations of both the Free Enterprise Award and the Cashman Good
Government Award prior to the keynote address by Governor Brian Sandoval.
The Governor’s Address
A history buff, the Governor began his address talking
about the state’s milestones leading up to the 150th
birthday celebration. His address turned serious when
he spoke about Question 3, the margin tax, which will
be on the November 4th general election ballot. In
expressing his opposition to the tax he cited among
numerous points, “the fatal blow” it will have on
Nevada businesses and economic recovery for the state,
the chilling effect on business expansions and economic
development and diversification efforts by the state and
related impacts to job creation.
Just before finishing his remarks, the Governor
purchased ticket number 1 for a Harley Davidson
motorcycle customized for Nevada’s 150th birthday
celebration. The back fender of the bike has been
signed by the Governor. The money raised will be used
to support NV 150 events. To learn how to win the
motorcycle and get a list of the events being held in
celebration of the state’s birthday visit:
www.nevada150.org.

Governor Sandoval shows a Nevada 150
commemorative coin.
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FREQUENTLY ASKED QUESTIONS & ANSWERS ABOUT QUESTION 3 AND THE MARGIN TAX
Compiled by Carole Vilardo, President, Nevada Taxpayers Association
Since the idea of a margin tax first surfaced in the 2011 legislative session, we started receiving calls and emails
questioning SB 491 and AB 582, which were introduced that session. As the initiative to impose the tax was being
circulated in 2012, heard during the 2013 session, and will now appear on the November general election ballot as
Question 3, the calls and emails have continued. Following is a compilation of those questions and issues raised about
Question 3 and the impact the margin tax will have if Question 3 passes.
For some questions the answers are self-evident just reading the initiative. However, in a number of cases, and in order
to provide answers, accountant and attorney members were asked for their best interpretation of the question posed.
Unfortunately, taxation by initiative is the poster child for unintended consequences and it is expected that a number
of lawsuits will be filed challenging certain provisions, such as the definition of cost of goods sold. Additionally, it
is anticipated that the Department of Taxation and Tax Commission will spend the better part of the first year, if
Question 3 passes, clarifying a number of provisions through the regulatory process, to the extent they can.
Disclaimer: The answers to the following questions should not be construed as providing accounting or legal advice
to any person or business. You are strongly urged to contact your tax professional to get their opinion as to how the
tax will impact you, if Question 3 passes.
A summary of the initiative is available at: www.nevadataxpayers.org - “Publications, Tax Topics, September 2013".
A copy of the initiative is available at: www.leg.state.nv.us/Session/77th2013/Reports/history.cfm?ID=234.
About Question 3
Q. Why is Question 3 on the general election ballot?
When the legislature did not pass the initiative circulated by the teachers union to impose a margin tax,
Nevada’s constitution required it to be placed on the next general election ballot. That is why
Question 3 will appear on the November 4, 2014 general election ballot.
Q. What is the purpose of the initiative?
According to proponents, it is to provide more funds to education. Please note: There is no language
requiring that existing funding be maintained. The revenue generated by the tax could be used to
supplant existing education funding and that would free up revenue from the state’s general fund to
be used for other purposes.
Q. What is a margin tax?
It is a tax on the total revenues of a business, and calculated based on income (before deductions)
reported to the IRS, after additions and subtractions of revenue. If Question 3 passes, the tax would
be based on the taxable margin of a business, whether-or-not it is profitable or is losing money.
On average it would be the equivalent of a nearly 15% business income tax. For low profit businesses,
the effective income tax rate would be considerably higher than 15%. (See section 24 of the initiative.)
Q. How much revenue is this tax supposed to raise?
According to proponents, the tax will raise approximately $800 million per year.
Q. Does any state have a similar tax?
Texas imposes a tax on the margin of a business, which is called a “franchise tax.” However, there
are major differences between the Texas tax and the Nevada proposal.
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About the Margin Tax
Q. If Question 3 passes, when do I have to pay this tax?
If Question 3 passes and becomes law, it will be effective January 1, 2015. The first payment of the
tax will be due 30 days after you file and pay your federal income tax in 2016.
Q. What are the rates of the tax?
There is only one rate, 2%. The rate is applied to the total revenue of your business for the taxable
year that total revenue is more than $1 million. And, unlike an income tax, the tax must be paid even
if you have no profit or have lost money. (See Section 22 of the initiative.)
Q. I’ve heard the tax applies only to big business - - - those that do more than $1 million in revenue. Is that true?
No. Because the tax is based on total revenue reported of more than $1 million, it will capture all but
the tiniest of businesses. It will capture many small businesses such as gas stations, convenience
stores, restaurants, farmers, ranchers, doctors, dentists, etc., in addition to big businesses. (See
Sections 22 and Section 24 of the initiative to compute the taxable margin of your business.)
Q. Are there any deductions that I can take?
Yes, you can take one of the following three deductions: (See section 23 of the initiative.)
30% of your total revenue (see section 24 of the initiative).
Cost of goods sold. Please note: Per the initiative, the cost of goods sold is not the same as the federal
definition of cost of goods sold (see section 25 of the initiative).
Employee compensation (includes benefits such as health care, retirement, etc.) up to $300,000 per
employee (see section 26 of the initiative).
Q. I have heard I will have to fill out and file the form with the Department of Taxation even if I don’t owe any tax.
Is that true and why if it is?
Yes, it is true. It is the only way the Department will have of knowing who might be evading the tax.
Q. Do I still have to pay the MBT (Modified Business Tax)?
Yes. However, according to Section 22.4 of the initiative, a business that has paid the MBT for any
of the last four quarters ending by the last day of the taxable year is entitled to a credit against the
amount of the margin tax for those calendar quarters. It cannot exceed the amount of the margin tax
owed. Note: There is no carry-forward provision.
Q. I am the sole proprietor of my business. Am I subject to the tax?
Probably. According to the definition of a “Business entity”, a “Business entity does not include a
natural person unless (emphasis added) that person is engaging in a business and is required to file
with the Internal Revenue Service a Schedule C (Form 1040) . . . a Schedule E (Form 1040),
Supplemental Income and Loss . . . or a Schedule F (Form 1040), Profit or Loss From Farming, . . .”
(See Section 6, subsection 2(a) of the initiative.)
continued next page

Do you have a question about how calculation of the margin tax will impact your business? Please
send us an email (info@nevadataxpayers.org) and let us know. We will try to provide you an
answer and use your question in the next issue of Tax Topics.
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Industry Specific Questions
Q. I have an auto repair business that does over $1 million. Can I minimize my tax liability by splitting my business
into three different entities, mechanical repair, body shop repair and parts store?
No. If Question 3 passes it has a provision that “affiliated” businesses have to consolidate their
reporting. Per the language of the initiative the definition of affiliated business is: “Affiliated group”
“means a group of two or more business entities, each of which is controlled by one or more common
owners or by one or more of the members of the group.” (See Section 4 of the initiative.)
Q. I have a franchise to operate a fast food restaurant. I have heard that my franchiser whom is located out-ofstate, will be subject to the margin tax. Is that true?
Yes, it is, if Question 3 passes. Any person or company who does business in Nevada, will be subject
to the tax, and that includes out-of-state suppliers.
Please note: Any out-of-state business that does business in Nevada whether a supplier, franchiser,
licenser (i.e. vehicle manufacturer, car rental company, software company, equipment rental company,
etc.) is subject to the margin tax, if Question 3 passes.
Q. My trucking company, based in Nevada, does business in Nevada and four of our surrounding states. I don’t
pay the tax on all of my revenue do I?
No. You are allowed to apportion the revenue you receive to determine your Nevada revenue. You
are allowed to use sales made in Nevada to determine your Nevada-generated total revenue. (See
sections 28 and 29 of the initiative.)
Q. (Follow-up to above question.) Do I use my delivery charges as my sales?
Transportation companies (trucks, busses, planes and railroads) that travel in multiple states will have
a problem using sales for apportionment. Texas has a separate formula that transportation companies
use for apportioning their business done in Texas. It appears that the Tax Commission will have to
provide clarification or possibly a different apportionment formula to be used by transportation
companies, if Question 3 passes.
Q. As a realtor in Washoe County I sell real estate in both Nevada and California. Do I use the apportionment
formula to determine my Nevada Sales?
Yes, if Question 3 passes. (See sections 28 and 29 of the initiative.)
Q. I have a digital printing company in Clark County, but have had a hard time making any money during the
recession. If I am still not making money or losing money when the tax is due, can I defer paying any margin tax
I might owe?
No you can’t, and if you are delinquent in your payment it is not clear whether the Department will
assess just interest or if it will also impose a penalty. The initiative, in sections 33 and 34, imposes
two different interest rates per month, 3/4 % and 1%. It is unknown which would apply.
Q. During the two seasonal periods of my business, I lease employees from a staffing agency. Are they considered
my employees for the purpose of the compensation deduction?
No, they are not. (See section 26 of the initiative.)
continued on page 6
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Two Awards Presented During Luncheon
During the luncheon two awards were presented, the Free Enterprise Award and the Cashman Good Government
Award. The two other finalists in the 17th Annual Cashman Award competition were the Business License
Improvement project of the City of Reno and the Business License Online Services project of the Clark County
Departments of Business License and Technology.

NTA’s thanks go to the 2014 Selection Committee, chaired by Tim Cashman (Las Vegas), which evaluated
and scored each entry to determine the finalists and the winner. The members of the selection committee are:
Ray Bacon (Carson City); Cheryl Blomstrom (Carson City); Margaret Cavin (Reno); Susan Fisher (Pahrump);
Ann O’Connell (Las Vegas); Liisa Stark (Sacramento); David Turner (Reno); Bryan Wachter (Las Vegas).
Free Enterprise Award to
John McCandless

L-R: Terry Mayfield, Mike McCandless, Carole
Vilardo, John McCandless, Chris McCandless,
Kristin McMillan
Longtime Las Vegas businessman John McCandless
was presented with the Free Enterprise Award at NTA’s
Annual Meeting and Luncheon on March 4.
McCandless is President of McCandless International
Trucks, a firm he founded in Las Vegas over four
decades ago. During those years, McCandless has also
been very active in civic and community groups in
southern Nevada.
The Award, which has been given every year since
1963, was presented to McCandless by Terry Mayfield
of Employers Association of Southern Nevada; Kristin
McMillan of the Las Vegas Metro Chamber of
Commerce; and Carole Vilardo of the Nevada
Taxpayers Association.
The Free Enterprise Award is presented to recognize an
individual’s contributions to the growth and progress of
Southern Nevada and as a testament to their adherence
to the principles of American capitalism in the conduct
of their business as evidenced by their foresight,
initiative, and acceptance of the risks and rewards
inherent in the competitive American society.

Cashman Good Government Award
to Douglas County

L-R: Former Governor Robert Miller, Douglas
County Manager Steve Mokrohisky, County
Commissioner Barry Penzel
The Douglas County Manager’s Office received the
2014 Cashman Good Government Award in recognition
of the Priority Based Budgeting System that was
adopted by the county over a two-year period under the
guidance of the Manager’s Office. Former Governor
Bob Miller, on behalf of the Cashman Family, presented
the award to County Manager Steve Mokrohiskey.
Implementation of the new system required the priority
ranking of over 700 county programs, allowing the
budget to be based on importance rather than across the
board cuts. The active involvement of every department,
the Commission and all employees was required.
Notable is the resulting $2 million reduction in
expenditures while efficiency was increased. Some
departments were reorganized, interlocal agreements
were put in place, and over $1 million was shifted to
road maintenance. Since installing the new process, the
county’s bond rating has been upgraded twice. The
project was accomplished with guidance from the
Center for Priority Based Budgeting in Denver and is
now a national model for other local governments.
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NTA Officers Reelected
At the 92nd board meeting held prior to the luncheon the
following were reelected as officers of the Board of
Directors:
Chairman of the Board: David W. Turner
Turner Loy & Co. LLC
st
1 Vice Chairman:
Tim Cashman
The Cashman Companies
nd
2 Vice Chairman:
Jack Stanko
Champion Chevrolet
Secretary:
John Gianoli
First National Bank of Ely
Treasurer:
Keith Pierce
Grant Thornton
In other actions the board approved the replacement of
Kevin Orrock of The Howard Hughes Corporation with
Robert Carroll of The Howard Hughes Corporation and
appointed Ann Nelson of Employers Holdings, Inc. to
an open seat.
Elections results for the three-year board member term
ending in December of 2016 are:
Larry W. Bennett, Larry W. Bennett & Associates;
Randy J. Brown, AT&T Nevada; Jim Dickey, Western
Nevada Supply; Joshua Hicks, Brownstein Hyatt Farber
Schreck, LLP; Jennifer Lewis, Lewis Operating
Corporation; John H. Pettibone, Haws Corporation;
Tony F. Sanchez, NV Energy; and D.J. Steines,
Newmont Mining Corporation.
See page 7 for a complete listing of the Association’s
2014 Board of Directors.
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Thanks to our sponsors of our 92nd
General Membership Meeting & Luncheon
Gold Sponsors
Anheuser-Busch
Barrick Gold Corporation
Brownstein Hyatt Farber Schreck, LLP
NV Energy
Tito & Sandy Tiberti
Turner Loy & Co. LLC
Silver Sponsors
American Medical Response
AT&T
CenturyLink
John Deere
Fred D. Gibson, Jr.
John Gibson
Las Vegas Metro Chamber of Commerce
McDonald Carano Wilson, LLP
Nevada Franchised Auto Dealers Association
Nevada Trucking Association
R & R Partners
Retail Association of Nevada
Ryan, LLC
Sierra Air Conditioning Inc.
Southwest Gas
The Cashman Companies
The KeyState Companies
Walmart
Wells Fargo

Nevada 150 Events Held Throughout June

Margin Tax continued from page 4

Over 25 events celebrating Nevada’s 150th will be held
around the state in June. There is definitely something
for every one, from the Chefs Food Fest in Laughlin, to
the Comstock Muck Fest in
Virginia City, to the NV State
Fiddlers Contest in Elko. Of note is
Discover Nevada State Parks Day
on June 14 when all 23 state parks
across Nevada will waive day-use
admittance fees and offer free
fishing. For information on all the
events visit . . .
www.nevada150.org

It is obvious as more and more businesses ask their tax
professionals to determine their potential tax liability if
Question 3 passes, there are a number of unknowns that
will either have to be addressed through the regulatory
process or through the court system.
Question 3 is deeply flawed and will be harmful to
Nevada’s citizens and businesses. NTA’s Board of
Directors voted overwhelmingly to oppose the margin
tax, and NTA is a member of the coalition to defeat the
tax. We urge you to join the coalition. For information
on how to join and contribute, go to:
http://stopthemargintax.com.
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NEVADA TAXPAYERS ASSOCIATION 2014 BOARD OF DIRECTORS
Mike Benjamin
Pioneer Crossing Casino - Reno

Larry W. Bennett
Larry W. Bennett Associates - Carson City

Jan Jones Blackhurst
Caesar’s Entertainment Corporation - Las Vegas

Michael J. Brown
Barrick Gold Corporation - Washington, DC

Randy J. Brown **
AT&T - Nevada

Sharon R. Byram, Esq.
Ryan - Elko

Barbara Smith Campbell **
Consensus LLC - Reno

Robert Carroll
The Howard Hughes Corporation - Las Vegas

Timothy Cashman *
The Cashman Companies - Las Vegas

Jim Dickey
Western Nevada Supply - Sparks

John C. Gianoli *
The First National Bank of Ely - Ely

Fred D. Gibson **
Minerals Commission - Las Vegas

John R. Gibson *
Retired - Las Vegas

Terry K. Graves
The Graves Company - Las Vegas

M. Kent (Tim) Hafen
The Hafen Companies - Pahrump

Karen Haller
Southwest Gas Corporation - Las Vegas

Joshua J. Hicks **
Brownstein Hyatt Farber Schreck, LLP - Reno

Jay Kornmayer **
Wells Fargo - Las Vegas

Jennifer Lewis
Lewis Operating Corporation - Las Vegas

Robert List
Kolesar & Leatham - Las Vegas

Rob McCoy
CenturyLink - Las Vegas

William J. McKean
Lionel Sawyer & Collins

Amelia McLear
Walmart - Sacramento, CA

Berlyn Miller **
Berlyn Miller & Associates - Las Vegas

Ann Nelson
Employers Holdings, Inc. - Reno

John Pettibone
Haws Corporation - Sparks

Keith Pierce *
Grant Thornton LLP - Reno

Dean Rhoads
Rancher - Tuscarora

Tony F. Sanchez III
NV Energy, Las Vegas

George W. Smith
Bank of America - Las Vegas

Jack Stanko *
Champion Chevrolet - Reno

Liisa Lawson Stark
Union Pacific Railroad - Sacramento, CA

D. J. Steines
Newmont Mining Corporation-Greenwood Village, CO

Scott Swain **
McDonald Carano Wilson, LLP - Las Vegas

David W. Turner *
Turner, Loy & Company, LLC

Darren L. Wilson
Sierra Air Conditioning Inc. Las Vegas

EMERITUS
Robert Campbell - Coronado, CA

Charles A. Lenzie - Las Vegas

James L. Murphy - Reno

Ann O’Connell - Las Vegas

James Y. Robertson - Carson City

Tito Tiberti - Las Vegas

* Officer and member of the Executive Committee
** Member of the Executive Committee
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Correction - Nevada Tax Facts 2013-14 edition
Page 53, Internet Gaming Tax - Rate: A manufacturer who receives a share of revenue from a licensee is
subject to a 6.75 % tax on the amount of revenue shared,” not the 6.25% shown.
Panel continued from Page 1
two times higher than imposed in Texas for all other
businesses. Nielsen spoke about the fact that the
department would have numerous regulations to
develop and hold hearings on, and noted the effective
date of the tax, if passed, would be January 1, 2015,
prior to the adoption of regulations. Turner addressed
the differences in some of the provisions with the
requirements of IRS, most notably the definition of cost
of goods sold. He said if a business chose the cost of
goods sold deduction they would have to maintain a
separate set of records to satisfy audits done by the
state. Questions by the attendees ranged from how
apportionment would be done for transportation
companies to whether the deduction for compensation
continued next column

covered leased employees to why isn’t education
guaranteed to get the money, to whether or not out-ofstate companies (suppliers and franchisers) who do
business in Nevada would be subject to the tax?
Answers to these questions were: a regulation would
probably need to be adopted; payments for leased
employees are not allowed under the compensation
deduction; there is no language in the initiative that
requires the existing level of funding to be maintained
and the new dollars for the tax be added to the existing
level of funding; and yes out-of-state companies that
have business relationships in Nevada will be subject
to the tax. Wrapping up the panel discussion,
moderator NTA president Carole Vilardo asked
everyone to make sure their business associates were
aware of this very flawed tax question and to urge
family and friends to Vote “NO” on Question 3.
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