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The 2009 session of the Nevada Legislature ended mostly on time (June 1), and within the 120 day time limit passed by voters. This was the first time since 1999 they have finished on time, but this is not likely to be the first feat that will be remembered when people think about the 2009 Legislature.

Lawmakers passed a budget and major tax plan twice (more on veto-palooza below), legalized domestic partnerships, set up plans for a major tax study, passed significant renewable energy laws, and agreed on significant long-term reforms to public employee benefits and pensions, all while engaged in a running gun battle with the Governor.

Jim Gibbons vetoed a record 48 bills, easily surpassing the previous record of 33 vetoes from the term of Nevada’s first Governor in 1864. The veto messages were so numerous in the closing days that sources say the Governor’s office called in staff from other agencies to help write the letters. They ranged in tone from discussions of policy to rather strident attacks on the Legislature for its lack of “common sense.”

Not to be outdone in the record setting department, lawmakers wasted little time in mustering the 2/3 majority and overriding 25 of those vetoes.  They are precluded from considering any post-session vetoes until 2011, when the number of overrides may increase. Most of the override votes were overwhelming, with many or all of the Republican lawmakers deciding not to support a Republican governor. The closest votes came on the budget and tax bills, and on legalizing domestic partnerships. 
The Budget

The Governor’s recommended budget of $6.2 billion was based on no new taxes except the voter-approved hotel room tax. It started with a statutorily mandated revenue expectation of $5.7 billion and added the room tax and some anticipated federal stimulus money. This represented an actual decrease from the previous budget of $6.8 billion, and a gap of more than $2 billion when compared to the expected level of growth in population, caseloads, students and inflation for the 2010-2011 biennium.
After declaring the Governor’s budget unworkable, lawmakers began their review to determine which cuts to restore and to look for other ways to fund the spending. Their job was made even more difficult after the May 1 Economic Forum, which left them with even less money to spend, dropping the projected revenue by some $900 million.

In the end, lawmakers passed a budget of $6.8 billion, funded by a mix of increased taxes, federal stimulus funds, and a raid of local government coffers that would have made the best of the Barbary pirates proud. They agreed to furlough most State workers one day a month (a pay cut of just over 4.5%) and extended the same payroll cuts to K-12 and higher education, although a variety of contractual issues may cause the cuts to be made in other areas. They lessened the proposed cuts to operating budgets in many areas, and particularly softened the blow to higher education from a proposed 34% to 12.5%. Lawmakers voted to keep alive several agencies and programs slated for elimination, and made more changes to the executive budget than in any session in memory. 
The raid of taxes from Clark and Washoe counties may have very real impacts on public services, as well as political consequences that remain to be seen. Coupled with the depletion of nearly every reserve fund and accounts such as the one that helps reimburse hospitals for uninsured victims of catastrophic accidents, the unintended consequences may be felt for years and in areas lawmakers never seriously considered. 
Taxes

As in any other session, the “T” word was the most contentious in 2009. Legislative leaders made it clear from the beginning that the budget was too small, but refused to openly say that a tax increase was the only solution, although it was the only way to fund the budget they planned to pass. Even after making it clear that a tax increase was required, there was little public discussion of the package until the last possible moment. Many have characterized this as a predictable response to the tax hikes of 2003, when the plan for a gross receipts tax was rolled out early, only to be picked apart for months before a hodge-podge of taxes were passed. The means may have been different, but the end result was the same: a process that killed any discussion of reforming the tax system and resulted in another hodge-podge of taxes and fees. 

The final debate had two critical components: the total amount and types of taxes; and the reforms to various public employee benefit and collective bargaining items demanded by Senate Republicans (led by Bill Raggio) in exchange for their votes to reach the required 2/3 majority. The total tax number was set early and came down not to a complicated set of budget calculations, but the desire to keep the legislative increase below the $833 million of 2003. The tax mix amounted to a politically acceptable equilibrium between increases to the sales tax (D’s chant: “regressive and unfair to the poor”) and increases to the Modified Business Tax (MBT) or payroll tax (R’s chant: “job killing tax” and “not in a recession.”). Lawmakers threw in business license and car registration fee increases to round out the mixed grill, and raised $781 million for the biennium, which passed by a slim, veto-proof majority. 
Business license fees will increase from $100 to $200. The MBT will now be implemented in two tiers: for the first $250,000 in annual payroll, the tax rate drops from 0.63% to 0.50%; for all payrolls above $250,000 the rate increases to 1/17%. Democratic leaders have sold this as a tax break for the 74% of Nevada businesses who currently have a total payroll of less than $250,000.
The sales tax rate will increase 0.35% on the Local School Support Tax (LSST) portion of the combined tax rate. Car registrations will also increase by freezing the current registration rate and extending the depreciation schedule from 9 years to 10. 

A crucial part of the tax plan was the demand of the Republican Senate votes that the sales tax and MBT increases sunset in July 2011. The sunset means that taxes will be an issue next session, and was widely seen as a play to be sure that Senator Raggio has leverage over that discussion, and perhaps more importantly, over reapportionment and redistricting that will happen by law in 2011. 
The budget also includes a $219 million increase to the room tax, which resulted from an initiative petition passed by voters. The increase was included by Gibbons in his budget, but he refused to sign the bill once passed by the Legislature, infuriating lawmakers and sowing some of the seeds that led to the overrides of so many gubernatorial vetoes. 
Lawmakers also passed a bill to perform a comprehensive study of Nevada’s tax system, creating a process that would have had the Department of Taxation begin laying the groundwork to be able to implement sales tax on services or a net profits tax. The bill was vetoed by the Governor after the session ended. Senator Raggio vowed that the study would go forward because the $500,000 price tag was in the approved budget. 
Public Employee Reforms 

The issue of unfunded, long-term liabilities in public retiree health insurance and pension systems is a growing problem nationwide, and was the subject of considerable scrutiny heading into the 2009 session. The Las Vegas Chamber of Commerce took a lead role in publicizing the salary and benefit differences between public and private employees and the costs of various provisions of the complicated pension system. The ability to retire at any age with the required years of service, the calculation of the final salary for determining benefits, and added benefits for police and fire members received particular attention. Additionally, the cost and relatively rich health insurance benefits of public retirees were issues of contention. 
The debate was waged both in the building and through some ugly advertising and mail pieces outside the building. The police and firefighters went directly after the Chamber leadership by name and their members more generically. Retirees are always sensitive and vocal when their benefits are being discussed, and were no less so during this debate.

The final product adjusted upwards the years of service required to retire with full pension before the age of 62, made changes to the police and fire early retirement provisions, began to decrease benefits for new employees who start next year, and saw modest decreases to the subsidies paid for retiree health insurance. While none of these changes had any major impact on the current budget, they will provide long-term relief, and have a positive compounding effect in the years ahead. 

Collective bargaining laws have long been seen as tilted toward local government employees and a main reason for the disparity in pay between local government employees and their state counterparts, who do not have collective bargaining. Changes were made to provide more transparency of the bargaining process and a full public vote by local governing bodies before contracts are finalized. 
Health Care

The Hepatitis C infection scandal in Las Vegas prompted many bills.  Some changes were made to statutes allowing quicker intervention and discipline by regulatory agencies, but the opening to attack the cap on medical malpractice awards could not be successfully exploited by the trial lawyers. Despite Assembly passage of a measure weakening the laws passed in 2002 by the Legislature and then further tightened by a voter initiative, the measure was killed in the Senate after heavy lobbying.
Autism was added to the list of mandated coverage for health insurers, while other mandated benefits were not approved. A bill requiring hospital staffing committees was vetoed by the Governor and was not overridden. 

Energy

Renewable energy was a major focus of the 2009 Legislature, particularly the debate over extension of property and sales tax incentives for renewable energy producers who build in Nevada. The issue was both the existence/size of the incentives, as well as which job creation and prevailing wage requirements would be placed on the projects. The final product includes property tax abatements for up to 30 years and partial sales tax exemptions for three years during construction. Local job creation and increased average wage requirements were also added. 

The Legislature created a new energy commissioner, established a fund to help reduce energy bills, and increased the percentage of renewable energy that NV Energy must buy as part of its total energy portfolio in Nevada.
Other Issues

A new law allowing domestic partnerships was passed by the Legislature, and after a veto by the Governor, was passed a second time to become law. The bill was as politically, personally and emotionally difficult as any issue of the session, and prompted some floor speeches that were both heartfelt and infuriating to proponents of the bill. Another bill outlawing discrimination based on sexual orientation in public facilities, such as hotels, was also passed. 

Homeowners’ association laws were also changed to try to deal with some of the myriad and perpetual complaints of abuse, particularly from the Las Vegas area. More disclosure of contracts awarded by HOA boards, ethical disclosures by board members and penalties for failure to do so, and a variety of more mundane matters were addressed in several bills that passed. 

Workers’ compensation and workplace safety were also the subject of several bills and months of hearings and negotiations. The final product of the workers’ comp effort was a package supported by business AND labor, and was still vetoed by the Governor. The veto was overridden and the bill will become law. 

The Aftermath

The effects of term limits will be the most immediately felt aftermath of the 2009 session. Ten Assembly members, including Speaker Buckley, and seven Senators will not be returning because of mandatory term limits. Buckley is pursuing a run for Governor, and other legislators are considering their options. Senator Mark Amodei cast a number of late-session votes that could endear him to the conservative wing of his party, and there is considerable speculation about his future now that he is termed out of the Senate. 
With the Legislature under Democratic control, they will work to retain their majorities and try to reach a 2/3 majority in the Senate. Senate Republicans will have to defend several open seats, as well as incumbents up for re-election. Whether or not Nevada stays “blue” in 2010, the political fallout from the tax increase and budget battles of the session and the dynamics of so many open seats will make the 2010 election a major attraction for political junkies and professional wrestling fans alike.
Governor Gibbons has used his veto messages to launch scathing attacks on the Democratic leadership and “their” tax plan, even though $220 million of it was recommended by him in his budget. This tactic is seen as his best albeit long, shot at regaining lost popularity for a re-election bid, and is the start of what is likely a long season of his attacks on both the tax plan and Democratic legislators, particularly Speaker Buckley.

Between the sunset on the tax plan, the raid of local coffers, the use of one-time federal stimulus funds, and the temporary use of the room tax for non-education purposes, the 2011 budget will have a hole of $1.5 billion, give or take a boatload of cash. No amount of economic recovery can fill the combination of that hole and the spending cuts made over the last two years. Taxes will be on the agenda of the 2011 session from day one, with new leadership, no certainty as to who will be sitting in the Governor’s chair, and a variety of voter initiatives being threatened by everyone from liberal activists to conservative marriage preservationists. 
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