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Celebrate at IMAGINATION
Up to 5 Bedrooms • 3 Car Garage

1,433 - 1,846 sq. ft. • From $300’s
702-656-7454

Celebrate at LONE MOUNTAIN
8 Different Floorplans

1,417 - 1,869 sq. ft. • From $200’s
702-649-1488 or 702-648-9330

Celebrate at NORTH MEADOWS
All single Story Homes

1,236 - 1,869 sq. ft. • From $200’s
702-649-1488

Celebrate at CHEYENNE VALLEY
All Single Story Homes

1,236 - 1,869 sq. ft. • From $200’s
702-648-9338

Celebrate at HARMONY
1,473 - 1,880 sq. ft. • From $200’s

702-251-5683
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C O M M E N T A R Y

Final Score: Augustine 1, Taxpayers 0

LYLE E. BRENNAN
Publisher

L
et’s imagine you’re a business owner
and you discover that your office man-
ager is running her own personal busi-

ness on company time. Instead of doing
work for your company, the workers in
your office are busy stuffing envelopes for
the manager’s business, making phone
calls to get her more clients, visiting her
potential clients on company time and
keeping the books for her business, using
your computers. If one of the staff in-
formed you of the situation and presented
written documentation to back it up, and if
the culprit admitted engaging in the offens-
es, what would you do?

Of course, you would fire her and then
prosecute her for stealing from you. “I paid
you $80,000 a year to look after my inter-
ests, and you ripped me off,” you tell her.
“You’re fired!” She just shrugs and says,
“We’ll see about that.” Sure enough, after
you spend $200,000 taking her to court, the
decision comes down: she can keep her job
and you have to continue paying her salary
until her contract is up – another two years. 

How would you feel? Or, to rephrase
that: how DO you feel, because this sce-
nario isn’t imaginary at all – it actually
happened to you, and to all of Nevada’s
taxpayers. State Controller Cathy Augus-
tine is back at work after getting her wrist
slapped by the Nevada Senate. She admit-
ted using state employees, equipment and
resources to help in her 2002 re-election
campaign. While other candidates were
spending their own time compiling cam-
paign contribution and expense reports, or
paying professionals to do it for them, Au-
gustine was using staff paid for by the tax-
payers. Former executive assistant Jennifer
Normington testified that, among other
things, she gave campaign speeches during
work hours, stuffed envelopes and kept
track of campaign contributions on her
state computer. 

Attorney General Brian Sandoval’s of-
fice conducted a year-long investigation
after receiving evidence of wrongdoing
from employees in the Controller’s office.
To avoid felony criminal charges, Augus-
tine agreed to admit she “should have
known” that what her employees were
doing violated ethics laws. She was fined
$15,000, the largest fine ever levied by the
ethics commission. 

State law requires constitutional offi-
cers who “willfully” violate ethics laws to
be referred to the Legislature for impeach-
ment. The articles of impeachment
charged Augustine with misusing her staff
and office, saying she “demonstrated a
lack of honesty, principles and good
morals.” The law she violated states a
public officer “shall not use government
time, property, equipment or other facili-
ties to benefit his personal or financial in-
terest.” Augustine was tried and convicted
of three charges by the Assembly, making
her the first elected official in Nevada his-
tory to be impeached.

Nevada taxpayers assumed justice was
going to be done and that our elected offi-
cials were holding her accountable for her
dishonesty. But then the trial shifted to the
Senate, and the political winds apparently
shifted as well. The senators asked the Leg-
islative Counsel Bureau (LCB) for a ruling
on Augustine’s actions. The LCB report
declared that it is acceptable for “unclassi-
fied employees” (those appointed to their
jobs by a politician) to complete campaign
contribution and expense reports for their
elected bosses because compiling these re-
ports “is in the state’s interest in preventing
corruption or the appearance of corruption
in the political process.” How can you jus-
tify corruption (using state personnel and
equipment) by saying that you’re just try-
ing to prevent corruption? Only a politician
would have thought of that one.

Using this ruling as an excuse to let her
off the hook, the Senate acquitted Augustine
of the charges of using state employees and
state computers to conduct her re-election
campaign. This left only one charge, and the
senators decided the punishment for that
was a vote of censure. Not dismissal from
office, not suspension without pay. If this
were a hockey game, she would have been
sent to the bench for a 10-second penalty.

After a special legislative session that
cost taxpayers between $150,000 and
$200,000, a triumphant Augustine crowed
that she had been “vindicated.” She had al-
ready admitted her guilt in using our money
for her own purposes, which amounts to
stealing from taxpayers’ pockets. Now she
has the nerve to rub our noses in it.

Sen. John Lee (D-Las Vegas) was quoted
as saying, “I feel that 2004 was the year we
kicked the final dirt on the grave of ethics
in Nevada. There is no ethics in Nevada
and no reason to be ethical.” In an op-ed
piece, the Las Vegas Review-Journal said,
“The outcome of this case only encourages
the elected political class in Carson City to
see their offices as an entitlement, and to
view the constitutional safeguards erected
to protect the public trust as minor incon-
veniences, ever more easily ignored.”

But wait – it gets worse! Now Augus-
tine says she won’t rule out running
again. This is an insult to the taxpayers of
Nevada. Maybe she thinks voters are too
stupid to remember or care about what
happened in the 2002 campaign and what
that said about her personal and profes-
sional ethics. I hope she’s wrong. When
her term as Controller expires in 2006,
she may decide to seek higher office. I al-
ready have a campaign slogan ready for
her: “Fool me once, shame on you. Fool
me twice, shame on me.”

COMMENTS? email: lyle@nbj.com
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ment spending and generally opposing
these types of business taxes in order to
preserve what they saw as Nevada’s
uniquely favorable economic environ-
ment. And these were only two of the
myriad viewpoints that surfaced during
the session.

The debate surrounding what type of tax
should be enacted, and how much addition-
al funds were needed, dominated the 2003
session. When the dust settled, no one was
entirely happy with the result, and a compi-
lation of several tax and fee increases total-
ing $836 million was enacted. Among the
taxes created or increased were: a gross
payroll tax of 0.65 percent (0.7 percent in
2004); a $100 annual fee for all businesses;
increased cigarette and liquor taxes; and a
2.0 percent gross payroll tax and branch tax
on financial institutions.

Looking forward to 2005, there is a cer-
tain degree of apprehension among people
involved in the legislative process about
whether the difficulties of last session will
continue to strain relationships at this se-
sion, or whether things will return to the
more collegial tone of years past. 

The Budget Looking Forward
The economic forecast looking forward

to the 2005 legislative session is vastly
different from the one legislators faced
prior to the 2003 session. On December 1,
2004, the Economic Forum – a five-mem-
ber appointed body charged with forecast-

Battles over taxation, particularly ones
that involve a dramatic and fundamental
change to the state’s tax and revenue
structure, are never easy, and no one fa-
miliar with the legislative process be-
lieved the 2003 session would be devoid
of significant battles. After all, taxes im-
pact the business environment, the ability
of the state to diversify its economy and –
most important of all – people’s pocket-
books. Therefore, they raise passions and
expose core philosophical beliefs about
the role of government in our society.
Nevertheless, few expected 2003 to be as
hard-fought and bitter as it turned out to
be, with reverberations that are likely to
be felt for several years into the future. 

In a session that was constitutionally
mandated to last just 120 days, a floor
vote was not even held on the major tax is-
sues until 125 days into the legislative
process. The fact that a vote was not even
held during the regularly-scheduled ses-
sion shows how contentious things were.
When it was all over, there was no short-
age of legislative post-mortems by the
media, pundits and legislative insiders. In
one way or another, most members of the
media appeared to blame the gridlock on
what they saw as the strong beliefs of the
legislators on either side of the battle –
one side favoring greater revenues to meet
the needs of a rapidly growing state – in-
cluding taxes based on business revenues
– and the other side favoring less govern-

The typical consensus model of Neva-
da political discourse did not apply
to the battle over taxes during the

2003 legislative sessions. In a state typically
characterized by legislators, interest groups
and lobbyists working together to achieve
amicable solutions, 2003 was marked by
lines drawn in the sand that led to two special
sessions and a challenge to the legislative
process in the state Supreme Court.

A Recap of the 2003 Legislature
It was evident months before the 2003

legislative sessions – there were one regu-
lar and two special sessions – that a pow-
erful storm was brewing in the legislative
arena. Governor Guinn was adamant that
the state’s long-term budgetary health was
in jeopardy as a result of what he and
many financial analysts deemed a struc-
tural deficit, and a tax task force was cre-
ated to crunch numbers and lay out the
case for significant revenue needs. In
order to forestall a fiscal crisis, many felt
a major boost was needed to the state’s
revenue streams. The Governor’s Task
Force suggested a package of several new
and increased taxes, including a gross re-
ceipts tax, which they felt would provide
fiscal stability to the state and spread more
of the state’s financial burden to non-gam-
ing businesses. Add to this the economic
downturn brought on by the events of Sep-
tember 11, 2001, and the scene was set for
a nasty tax and revenue battle. 

by Sam McMullen, George Ross and Joe Cain

BRAVE NEW 
LEGISLATIVE 

WORLD
A PREVIEW OF 

THE 73RD SESSION
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ing state revenues for use in preparing the
state budget and making general fund ap-
propriations – issued numbers predicting
that state revenues in the 2005-07 bienni-
um will be approximately $5.8 billion, a
14 percent increase from the current bien-
nium. These numbers represent expecta-
tions for continued robust economic activ-
ity in the coming years. 

The Economic Forum numbers do not
necessarily mean the state is flush with
extra money; Nevada’s rapid growth
means there will be corresponding growth
in the state’s needs. These additional rev-
enues will be used to fund increased ex-
penditures to fulfill these needs. However,
the prevailing sense is that there will be no
need for any additional taxes. This is but-
tressed by a near-unanimous sentiment
among legislators that they will not be
voting for any taxes or increases this com-
ing session. Perhaps the best confirmation
of this is that the Assembly has constitut-
ed itself without a Committee on Taxa-
tion. While cleanup and corrections will
be necessary to cure issues with the 2003
tax package that have surfaced over the

past months, they will be handled as a sec-
ondary purpose of a newly-created
Growth and Infrastructure Committee.

Impacts of the 2004 Elections 
The bitter tax wars of 2003 left every-

one in the political community wondering
how these events would translate at the
ballot box. Some pundits thought there
would be a public outcry against the Leg-
islature for enacting an $836 million tax
package, while others believed there
would be punitive actions taken against
certain legislators thought to be too res-
olute in their anti-tax positions. 

In general, the vast majority of legisla-
tive races turned out the way most insid-
ers predicted. A few open seats were toss-
ups that had the potential to go to either
candidate, but there were few surprises,
and the great majority of incumbents
were re-elected. 

When the dust settled from the 2004
elections, the composition of the Legisla-
ture was not radically different from what
it has been in the past several sessions.
The Republicans retained a 12-to-nine

majority in the  Senate, and the Democrats
retained a majority, although strength-
ened, in the Assembly at 26 to 16 (up from
23 to 19). 

The election resulted in essentially no
change in the state Senate, although the
Senate will have one fewer Republican
than last session. This is because former
State Senator Ray Schaffer changed par-
ties from Democrat to Republican after
his district elected him as a Democrat in
2000. This district once again elected a
Democrat by electing new State Senator
and former Assemblyman John Lee. Two
other Senate incumbents lost their seats to
members of their own party in the prima-
ry. These two new Republican state Sena-
tors are Bob Beers, who formerly served
in the Assembly, and Dr. Joe Heck.     

In the lower house, Democrats were
able to strengthen their majority by pick-
ing up three seats, so they now hold 26 of
42 seats. Pundits attribute these gains
largely to the Democrats’ ability to recruit
an impressive roster of qualified candi-
dates and the inability of Republicans to
retain a couple seats in districts where

Continued on Page 68
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A vero Inc., a provider of business software to the hospitality industry, has pinpointed some of the in-
dustry’s most important trends to watch in 2005. Based on observations collected from restaurant,

bar, hotel and casino clients across the country, these trends are a barometer of how the country’s most
successful restaurants will be running their businesses in the coming year.
1. Specialty Beverages in the Spotlight. Fun and exotic specialty cocktails are becoming an attraction
and a profit-booster even for white-tablecloth establishments and upscale restaurant chains. Top-shelf
brands of vodka, gin and other spirits are being promoted, and better coffee and tea offerings are making
an impact. Restaurants are investing in higher-quality espresso machines to make specialty coffee drinks
and hiring tea sommeliers to offer pairing suggestions with their meals.
2. Bottled Water Beats Tap Water. Servers are finding that offering bottled water to their guests is an-
other way to ensure an exceptional experience and maintain high profit margins.
3. Service Is In; Order Taking Is Out. Operators are renewing their focus on providing the best possible
service to capture and retain customers.
4. Lounge Life. A restaurant is no longer just a place to enjoy a meal. Many are now outfitting a lounge
component to offer their customers a place to linger before and after dinner, with comfortable sofas, arm-
chairs and banquettes.
5. Small Plates, Big Profits. Restaurants are having success offering small plates and “sharing portions”
on the menu. They may be treated as appetizers or ordered in larger quantities so guests can custom-cre-
ate their own meals.
6. Fresh Fare is in Season. Chefs are increasingly paying attention to seasonal availability of produce and
scouring the country to import the best-quality ingredients to offer guests. As a result, menus change con-
stantly depending on what’s available.
7. Around-the-Clock Dedication. New technology, such as cell phones, Blackberry e-mail services and
wireless PDAs are making it possible for managers and owners to stay constantly connected to their busi-
nesses. Managers are able to check in before, between and after shifts to make sure their businesses are
running smoothly.
8. Rain or Shine. In cities where al fresco dining is popular, operators are increasingly tuning in to weath-
er reports. By checking on business reports from previous days that had similar weather, operators can add
or subtract employees or even offer an appropriate menu to maintain profitability – rain or shine.

The desire to help others is causing working adults to reassess their personal and professional goals
and, more specifically, their career potential, according to a nationwide online survey conducted by

University of Phoenix. Nearly one quarter of the 6,000 working adults surveyed reported being dissatis-
fied with their current careers and said they were considering a career switch. “We’re seeing a real shift
in working adults who are re-careering into fields that offer greater job fulfillment,” said Lisa Ackerman,
campus director for University of Phoenix Las Vegas. “This often means going back to school to earn post-
secondary degrees and networking with others who can help them pursue their career aspirations.”
Other survey results showed:
• Nearly half (46 percent) of survey respondents have been in their current careers for more than 10
years, with another 23 percent in the five- to 10-year range.
• Of working adults surveyed, 23 percent – the same percentage as those dissatisfied with their current
careers – were looking to make a career switch.
• Among those currently considering a career change, 61 percent cited “the opportunity to do something
more fulfilling” as the main reason. Similarly, 48 percent are looking for “the opportunity to do something
different.” Another 42 percent were considering a new career to earn better pay.
• Survey respondents who indicated they were considering a career change were most interested in pur-
suing careers in education (13 percent), healthcare/medical (9 percent), computer hardware/software/In-
ternet (9 percent), business/ professional services (8 percent) and non-profit (8 percent).
• According to 66 percent of respondents, financial issues have kept them from considering a ca-
reer change. “Not enough time” and “not knowing where to start” were each cited by 36 percent
of working adults surveyed, and another 30 percent say family issues have kept them from con-
sidering a career change.

SURVEY INDICATES SHIFT TO “HELPING CAREERS”

WHAT’S COOKING IN RESTAURANTS? 

The U.S. economy has depended very heav-
ily on consumption growth to drive the

economy in the last several years, reports the
Economic Policy Institute. Americans spent a
record 88.8 percent of their pre-tax income in
the third quarter of 2004. Between 1960 and
2000, consumption accounted for an average
of 81.0 percent of pre-tax income. Just four
years ago, that ratio was still 83.1 percent.
Consumption has risen by 5.7 percentage
points in just four years because of deep cuts
in both saving and income taxes.

The report shows average Americans have
nearly stopped saving. While some people do
save, others are spending more than their in-
come and going into debt. Total saving in third
quarter 2004 was just 0.4 percent of pre-tax
income, down 1.8 percentage points from four
years ago. That’s the lowest level of personal
saving since the Great Depression of the
1930s. Over the 1960-to-2000 period, per-
sonal saving averaged 7.0 percent of pre-tax
income. The decline in saving seen in the late
1990s was often explained by the run-up in
the stock market, which allowed personal
wealth to rise without saving. Despite the
subsequent decline in the stock market, how-
ever, saving has continued to decline. Many
experts believe that to prepare for retirement
and other purposes, the average American
household needs to save at least 5 percent of
income, and probably more.

CONSUMPTION UP, 
SAVING DOWN
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Years in Nevada: 4 

Years with Firm: 11

Type of business
Professional consulting firm providing
architecture, interior design, structural
engineering, planning and landscape ar-
chitecture

Biggest business challenge
To bring in projects that are not only
challenging and interesting for the staff,
but also will sustain the firm. My biggest
concern is maintaining a firm that can
keep an exceptional staff employed – al-
ways remembering that the staff and

Managing Partner

Dekker/Perich/Holmes/Sabatini

Henderson

teer with numerous organizations and
thus give back to the community.

How do you spend your time when you’re
not working?
I enjoy spending time with my wife, kids
and grandchildren – even if it’s just hanging
out at home or in the pool. I also enjoy
traveling.

Best Business Advice:
Remember that you are only as good (or
great) as the people who surround you. Be
ethical, honest and fair.

What has been the biggest change in the ar-
chitecture field since you began your career? 
Technological advances, not only in how
we design and produce our work through
computers, but also in the technology we
build into our projects. Many of the
methods and materials we use are differ-
ent than they were 25 years ago, but
more importantly we now approach de-
sign and construction with the intent of
incorporating the latest in technology, as
well as trying to anticipate how technol-
ogy will change in the future and impact
the building.

their families depend on each of the
principals to make the right decisions.

What do you like best about your job? 
The business development opportunities
that present themselves every day are ex-
hilarating. I have the opportunity to work
with the best clients in the state and with
a very creative staff who are always
teaching me something new. My position
has also afforded me the ability to volun-

Years in Nevada: 56

Years with Firm: 20 

Type of business
Residential and commercial property in-
spections

Biggest business challenge
When I started the company 20 years
ago, the biggest challenge was getting
customers; now that the advantages of in-
spections are better known, it’s difficult
to keep up with demand. Another chal-
lenge is educating clients and profession-
als about the industry and the laws in-
spectors are required to follow.

Owner & President

Armstrong Inspection Services,
Inc. (AIS)

Sparks

full-time job and I take my appointment
very seriously. In addition to serving on
boards, commissions and committees, and
attending ribbon-cuttings and groundbreak-
ings, I am involved with my church and try
to golf once in awhile. I do occasionally see
my wife and kids.   

Favorite Business Book? 
Who Moved My Cheese?,
by Spencer Johnson 

Best Business Advice: 
Be the best you can be, especially when
no one is looking. Be honest and do the
right thing. People can tell if you’re a
phony or lack integrity.

Why did you lead the fight to set license re-
quirements for real estate inspectors?
Because it was the right thing to do. Even
though it took three legislative sessions to
get everything set up, requiring testing and
licensing meant inspectors have to possess
a certain amount of knowledge. By estab-
lishing standards, the industry could be
regulated, protecting the consumer.

Tony Armstrong 

What do you like best about your job?
I enjoy interacting with people and edu-
cating them about what inspectors do
and how important it is. I teach a contin-
uing education class through the
Reno/Sparks Association of Realtors,
and it is rewarding to share information
with a whole roomful of people.

How do you spend your time when you’re
not working?
When I am not at AIS, I am at my office in
City Hall. Being the mayor of Sparks is a

Christopher W. Larsen
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SI, originally known as High Sierra
Industries, was formed in 1977 to
provide employment for local citi-

zens with disabilities. Though the mis-
sion seems simple, success is in the peo-
ple and the details.

HSI is a non-profit organization that pro-
vides a variety of meaningful work, learn-
ing and supported-living opportunities for
individuals with developmental, physical
and mental challenges in Northern Nevada.
The organization’s purpose is to encourage
employees to become self-sufficient and in-
dependent by providing training and devel-
opmental services. Currently, the company
provides services for clients such as the
Naval Air Station in Fallon and IGT.

So how does HSI make its money? The
company offers itself as a subcontractor to
larger businesses that need manufacturing
and sub-assembly work. Services are spe-
cific to manufacturing, harnessing and
wiring and grounds maintenance. Profits
made from this work pay the bills that come
with running a company. Of course, the
company is highly competitive in its pricing
and always on the lookout for the opportu-
nity to bid on additional new contracts. The
demand for work is high, and as the demand
for jobs increases, so does the need for a
larger location. 

Because the goal is to create a financial-
ly stable environment for employees to
work in, contracts require that HSI meets
production deadlines and delivers quality
work. Just like any other company, if the
goals are not met, contracts can be lost.

“Our employees are very motivated
and very productive,” said Chief Execu-

HSI: 
Challenged Individuals
Helping the Community
and Each Other

tive Officer LaVonne Brooks. In fact, peo-
ple with disabilities are no different from
anyone else, she explained. They desire
the opportunity to work, take pride in
what they accomplish and want to devel-
op more independence.

“Our people are extremely disciplined
and reliable. They want to work and enjoy
their sense of belonging,” explained Brooks,
who comes from a career in manufacturing,
and has owned a training and development
consulting practice. She is proud to say she
has never seen a more disciplined work-
force than the one at HSI.

She explained, “The irony is that lots of
people think a humane work environment
isn’t disciplined. If we weren’t disciplined,
we wouldn’t be as productive a workforce.”

In addition to providing manufacturing
work, HSI also hosts an annual fundraiser
called the X-treme Ability Challenge. The
XAC is a relay race in which local teams
compete by performing the tasks that HSI
employees do every day. These tasks may in-
clude assembling brackets by using only one
hand, or opening a door while sitting in a
wheelchair. The event raises funds that sup-

port HSI programs, while raising awareness
about what it takes for many of HSI’s em-
ployees to accomplish their day-to-day jobs.

HSI also offers supported-living services.
These include providing one-on-one train-
ing and support services for disabled adults
who are transitioning into a more indepen-
dent living situation. The program can pro-
vide anywhere from 10 hours of training
per month to 24-hour support. The chal-
lenge, said Brooks, is in determining exact-
ly in which areas an individual needs and
desires support.  

HSI is one non-profit that attempts to
avoid the stereotype of being a poor non-
profit organization. By creating opportunity
and profitable jobs for employees, the com-
pany also creates recognition that an HSI
employee is not simply a disabled worker,
but a contributing member of the workforce
and community.

by Stephanie Beck 

H
HSI

555 Reactor Way
Reno, Nevada 89502

(775) 829-7400
www.hsireno.com

http://www.incorporate.com
http://www.llc.com


14 January 2005

A
business that rebuilds used aircraft
parts for resale provides an illustra-
tion of a company making Nevada’s

corporate environment work to its benefit.
The division of the company that purchas-
es the aircraft parts was incorporated in
Nevada, while the corporate headquarters
remained in Washington state. All told,
this arrangement saves the company about
$50,000 in excise taxes annually.

“This is a good example where it makes
sense for a company to incorporate in
Nevada, because the business is saving it-
self some money,” said Bonnie Simon of
Corporate Credibility LLC, a consulting
firm that helped the aircraft parts opera-
tion set up its Nevada operations. “Com-
pany owners should always ask them-
selves if they’ll save money by
incorporating in Nevada. That should be
the main issue.”

One of Nevada’s major areas of com-
merce, it appears, is incorporating busi-
nesses. Lawmakers and the secretary of
state have spent close to two decades re-
vising the state’s corporation codes to
make Nevada amenable to new business
filings. Current Secretary of State Dean
Heller and his predecessors hoped to make
Nevada the “Delaware of the West” in
building a business-friendly environment.

In 2003, more than 60,000 new busi-
ness entities filed incorporation papers in

Nevada; in 2004, an average of 5,000 new
businesses registered each month. People
living outside Nevada formed roughly 80
percent of those new businesses. 

The state receives various fees from
these corporations. According to the
Nevada secretary of state’s Website, the
commercial recordings division and its
various sections generated close to $41
million in revenue during fiscal 2003. The
division’s Carson City office is the largest
revenue-producer, with receipts in excess
of $36 million during fiscal year 2003.
The Las Vegas commercial recordings of-
fice generated more than $4.1 million in
revenue. Additionally, expedite fees for all
division offices exceeded $6.3 million in
2003, compared to $6.1 million in 2002.

The secretary of state’s office promotes
numerous reasons to incorporate in Neva-
da, most having to do with a business-
friendly tax structure. On its Website, the
secretary of state lists as the primary mo-
tivations as:
• Nevada lacks a corporate income tax.
• Corporate shares are not taxed.
• There isn’t a franchise tax.
• Nevada is one of a handful of states
without a personal income tax.
• The state does not have an agreement to
share information with the Internal Rev-
enue Service.
• Annual fees are nominal.

• There are minimal reporting and disclo-
sure requirements.
• A business’s stockholders are not a mat-
ter of public record.

Another firm that helps businesses with
corporate filings throughout the United
States – The Company Corporation – rec-
ommends two states to its clients, primar-
ily based upon the type of organization to
be incorporated. It refers publicly-traded
companies to Delaware and entrepreneur-
ial-type operations to Nevada. Raisa
Gusakova, an incorporation specialist
with the Wilmington, Del.- based consult-
ing company, cited the Silver State’s laws
governing business protection and liabili-
ty, as well as a business-friendly tax struc-
ture, as the foremost benefits to incorpo-
rating a business in Nevada.

“Nevada is very pro-business, but it’s a
state that offers much more than getting
away from paying certain taxes,” Gusako-
va said. “Other states charge much more
than Nevada. Our main clients are small
law firms and accounting firms. These are
the type of businesses that can do well by
incorporating in Nevada.”

Unlike Delaware, where the laws are
skewed in favor of shareholders, Nevada
corporate laws favor the officers and di-
rectors of a business, making it nearly im-
possible to “pierce the corporate veil” in a
lawsuit. In other words, it is much tougher

by Howard Stutz
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“Our reputation as having a pro-busi-
ness environment has created a nice cot-
tage industry here,” Rowley said. “The
resident agent’s role is defined by statute.
About five or six years ago, the resident
agent was virtually unknown. Now, we
have about 40 member firms that repre-
sent approximately 50,000 companies.
That makes what we do the largest busi-
ness association in the state.”

Several resident agents pointed toward
the ease in filing corporate documents
with the state. In marketing to prospective
Nevada businesses, Nevada Corporate
Headquarters poses various questions an
entrepreneur and business owner must
ask, and points out the state tax situation,
regulatory climate, stability, flexibility,
privacy and low filing fees. Many of the
resident agent firms also provide tax and
accounting advice to their clients. 

“Our company is 12 years old and
we’ve grown steadily,” Potter said. “I
think you’ll see the trend of incorporating
in Nevada continue with the banking and
insurance industries. Companies know
Nevada has plenty to offer. The state is a
very attractive place to do business.”

of a business and when someone is look-
ing at Nevada, we point out the stability
here.” Potter said the costs of having a
business domiciled in Nevada are mini-
mal, but a company needs to have a bank
account, an office presence and phone ac-
count in the state. By serving as the resi-
dent agent for their clients, Nevada Cor-
porate Headquarters acts as the business’s
eyes and ears in the state.

“We have a couple of clients who are
constantly traveling,” Potter said. “One is a
celebrity in the beauty business who set up
a corporate headquarters here. According to
her instructions, we answer her phones and
faxes and forward all correspondence. The
person can travel the country doing semi-
nars. That is kind of the growing trend for
Nevada businesses.”
Derek Rowley, president of Nevada Resi-
dent Agent Association, said the Silver
State leads the nation in the number of res-
ident agents, providing a unique aspect to
the state’s corporate business structure.
Rowley said the association, whose mem-
bers agree to abide by a code of ethics, lob-
bies the Nevada Legislature to help keep the
state’s corporate climate business-friendly. 

to go after someone’s personal assets if a
business is sued. Simon said that only
twice in the past 25 years has a Nevada
business been pierced on a state level.
Also, Nevada has one of nation’s best
homestead laws.

“California has the highest piercing rate
in the country at 54 percent,” Simon said.
“That means there’s a one in two chance
that you could get sued personally. Still,
the main question to ask yourself is if
you’re saving money by setting up your
corporate headquarters in Nevada.”

A secondary advantage to incorporating
in Nevada is that stockholders, directors
and officers do not have to live or hold
meetings in Nevada, nor do directors need
to be stockholders in the corporation. 

Also, officers and directors of a Nevada
corporation are protected from personal
liability for lawful acts of the corporation.
Nevada corporations can purchase, hold,
sell or transfer shares of their own stock,
and Nevada corporations may issue stock
for capital, services, personal property or
real estate, including leases and options.
Directors in a Nevada corporation may
determine the value of any of these trans-
actions, and their decision is final.

Simon said one strategy that makes in-
corporating in Nevada pay off is when a
business sets up dual corporations. “You
can have a business incorporated in both
California and Nevada,” she said. “You
can place the purchasing corporation in
Nevada. The Nevada corporation bills
the California entity and pulls money out
of that state to pay for the purchasing
arm in Nevada.”

Because the majority of businesses in-
corporated in Nevada are actually located
out of state, a growing number of compa-
nies now assist other businesses with in-
corporating in Nevada, acting as those
firms’ resident agents in the eyes of Neva-
da law. Nevada Corporate Headquarters, a
12-year-old business, has some 20,000
clients worldwide that have filed corpo-
rate papers in Nevada, said company vice
president Michael Potter. These filings
have included limited liability companies
(LLCs) and limited partnerships, as well
as corporations.

“Over the last 20 years, the rate of new
businesses has been steadily growing, but
it has really taken off in the past 10 years,”
Potter said. “Nevada respects the privacy

Nevada Corporations and LLC’s Include:
• Articles of Incorporation or Organization
• One Year Resident Agent
• Corporate Charter
• Corporate Record Book with Name Foil Stamp on Spine
• Corporate State Seal (Desktop)
• Bylaws for Corporations or Operating Agreement for LLC
• Stock Certificates (25 Million Shares)
• Stock Ledger
• Amendment and Meeting Minute Samples
• Example Corporate Resolution Forms

Corporations in all 50 states
Call us today for a free structuring analysis,
living trust, FLP’s land trusts and more!

Corporate Credit and Financing
Unsecured $50,000 Business Credit Lines Available*

Time is Money… Money is Time
6655 West Sahara Suite B-200• Las Vegas NV 89146
702.384.3700 • Fax: 702.363.3050 • www.redrockcorporatesolutions.com
*Restrictions Apply

Nevada Corporations $298.00
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STANDING (left to right): 

Michael Micone Accountants Inc.

Dianna Russo Houldsworth Russo & Company

Bruce Patton PattonStephens, LLP

David Hall LL Bradford & Company

James Main Main Amundson & Associates

Curt Anderson Fair Anderson & Langerman

SEATED (left to right)

Tim Koch Chavez & Koch

Craig Mackey Kafoury Armstrong & Company

Gary Johnson Johnson Jacobson & Wilcox

Howard Levy Piercy Bowler Taylor & Kern

Steve Comer Deloitte & Touche

b y  K a t h l e e n  F o l e y

we can work together to create more in-
terest in public accounting and maybe
bring back those people who have
dropped out of the system and get stu-
dents energized about being CPAs.
James Main: I grew up in Las Vegas and
have practiced here for over 20 years.
Main Amundson has recently lost people.
They didn’t leave the profession, but they
moved out of town because of escalating
housing prices. Losing staff causes con-
cerns about how well you can serve your
clients. We’re now trying to drag people
back from industry – working for con-
struction companies or developers – into
our business. They add the dimension that
they’re not just public accountants, but
they also have expertise in running a com-
pany. It is a challenge with the amount of
money that we have to spend (to lure them
back). We have to spend money to keep
our staff, but how much of that cost can we
pass on to clients and not charge them so
much that it scares them off? The last cou-
ple of years have been challenging times.
Michael Micone: I am the owner of Ac-
countants Incorporated, born and raised in
Reno. I opened up an office there in 1996,

Photo: Opulence Studios, Inc.

E
xecutives from several of Nevada’s
leading accounting firms gathered at
the Four Seasons Hotel in Las Vegas

on November 8 for a roundtable discussion
of issues affecting their profession. The
roundtable was a part of Nevada Business
Journal’s Industry Outlook series. The
agenda for this meeting included increased
governmental regulation, challenges with
recruiting and retaining accounting profes-
sionals, and the changing role of CPAs in
the post-Enron era. Participants were first
asked to introduce themselves and give an
overview of some of the challenges they
face. Following is a condensed version of
the roundtable discussion.

Craig Mackey: Kafoury Armstrong &
Company is a six-office firm in the state
of Nevada. We’ve been around since
1941. Our main office is in Reno and
we’ve been in Las Vegas since about
1972. My practice is mostly tax and small
business. My challenges are recruiting
and retaining qualified staff and determin-
ing how much to pay them and what type
of benefits to provide. I am willing to lis-
ten to any of your ideas today as to how
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and moved to Southern Nevada in 1998. I
bring a different perspective to at least one
of the topics: recruiting and hiring. I’m
not an accountant. I try to supply accoun-
tants for CPA firms so you can continue to
grow your business with the demands of
everything that’s going on. 
David Hall: LL Bradford & Company is a
local firm. We’ve been in Las Vegas about
13 years, but do a lot of global work. We
do a lot of public-company accounting
work, so the new regulations have really
affected us, as has our ability to find and

get trained people. We really struggle try-
ing to keep up with the growth we’ve had
because we’ve expanded so quickly over
the last couple of years into the public-
company area. We’re finding for the first
time we’re having to outsource work in
order to keep up with it. Part of that is in
other states and also using technology to
be able to keep up. It’s a very exciting
time and a yet a very challenging time.  
Howard Levy: Piercy Bowler Taylor &
Kern is one of the largest local firms in
Southern Nevada, and we have a substan-

tial audit practice as well as a large tax
practice. We also engage in litigation sup-
port and special evaluation work within
the gaming industry. A lot of the pressure
I see is coming from increased work that
must be done in order to meet the new
regulatory standards, what I call “stan-
dards overload,” particularly for the
smaller non-public companies. The
largest firms have been paring down their
client base and “firing” clients, because
they are spread so thin they don’t have
enough people to do all the work. Those
clients have been coming to firms like
mine, so our work has been increasing,
but not the staff, and that’s a problem. 
Bruce Patton: PattonStevens is a local
firm established in 1986. Our primary
client base is small to medium-size, pri-
vately held companies and their owners.
Our primary emphasis is to work with
those owners to increase their profitabili-
ty, develop sustained growth, and hopeful-
ly help them find some balance and qual-
ity of life so they can enjoy some of the
success they have achieved. We provide a
wide variety of services: reviews, compi-
lations, tax work, tax planning, technolo-
gy and communication, and business con-
sulting. We don’t do audits. The biggest
challenge we’re seeing is the entire spec-
trum of change, not just accounting com-
plexity because of Sarbanes-Oxley, but we
have two tax law changes this year, we
have issues with terrorism, outsourcing to
India, and a wide variety of changes that
affect us and also our clients. We believe
the important thing is to really know our
clients, and that’s where we place our em-
phasis. We’re running into the same situa-
tion with staffing as most of the people
here. We’ve looked at a variety of innova-
tive solutions, including using part-time
people. The good part about that is that
we’re not footing the bill for them all the
time. We’re trying to do more and more
using connectivity, where folks work at
home and we use remote-access tools to
help bind our firm together. The Internet
has had a major impact on our ability to
find and keep high-quality people. If you
have people who check monster.com first
thing every morning, you know you’ve
got to stay on your toes.
(general laughter)
Dianna Russo: Houldsworth Russo &
Company is a local 17-person firm that

INDUSTRY FOCUS • ACCOUNTANTS
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has been around for eight years. We con-
centrate on non-profits and compliance
work, especially for large mortgage com-
panies. We also do a lot of consulting
work for small to medium-sized business-
es in the business-development side of our
organization. We’re not a big tax practice.
One challenge for a small practice is stay-
ing in compliance (with regulations), be-
cause a small firm doesn’t have anyone
who actually specializes in compliance is-
sues. So we aligned with BDO Seidman,
which is the fifth largest accounting firm
in the world, and that’s allowed us to start
expanding, because we now have access
to large-firm expertise. We do have
staffing problems, but the good thing is
we have managed to retain the people we
have. We’re just having a hard time hiring
and recruiting enough additional people to
do the work. I also had to do an across-
the-board pay increase just to retain some
of my staff, based on some of the phone
calls we were getting from headhunters to
try to get them to go somewhere else. That
has caused us to take a look at our fees
and increase them. The problem we’re
running into is that there are a lot of sole
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proprietors who don’t want to follow the
standards we’re trying to set within our
profession. Therefore, they’ll underbid us
and undercut us with prices so low I don’t
understand how they can do it. We’re
struggling to stay competitive, but still do
what we have to do within our profession-
al standards.
Steve Comer: Deloitte & Touche is an in-
ternational firm that has offices in Las
Vegas and Reno. In Nevada we have an
audit practice and a tax practice. The audit
practice is between 55 and 60 percent
gaming. The tax practice is spread across
the board, but it’s principally corporate.
Our biggest challenge is dealing with in-
ternal-control provisions and SEC report-
ing, and I foresee that continuing for the
next year and a half. In the current year we
have 10 to 12 accelerated filers we’re
working with and, as Howard indicated,
that has caused us to push away from a lot
of clients who just weren’t paying us the
fees that would be required for us to pay
our people and still make a profit. We’ve
had three pay increases for our people in
the last eight months, just trying to hold
on to them. 

Curt Anderson: Fair Anderson Langerman
is a local firm with an office of about 30
people. Our client base goes back to the
mid-1970s. About 40 percent of our prac-
tice is audit and review, so we have all the
same issues everyone’s talking about in
terms of compliance with pronounce-
ments on audit quality and risk. Keeping
staff is also a continuing battle. I think it’s
a generational issue in part; as we baby
boomers are getting older, there’s less of a
group coming up behind us. We typically
have clients hire our staff away from us,
but it’s been even more aggressive in the
last couple of years. We try to pay com-
petitively, and we think we’re keeping up
with the market, but one of our people re-
cently got a 100 percent pay increase to
go work for a private company – that’s
how badly they wanted somebody. 
Gary Johnson: Johnson Jacobson &
Wilcox is a local firm of 23 people. We do
60 percent tax work and 40 percent ac-
counting and auditing. Our clients are all
closely held businesses – no governmental
or non-profit clients. The biggest issue for
us, without a doubt, is finding people. We
can usually keep them, but we’re having a

http://www.swbnevada.com
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tough time recruiting them, especially at
the manager level. 
Tim Koch: I’m a shareholder with Chavez
& Koch, CPAs. One of the bigger chal-
lenges, especially over the last couple of
years, is finding the right people to do the
work we want to do. In some cases, we ac-
tually shift the work we do to focus more
on the skills we have. It’s sometimes eas-
ier to find people in certain industries or
with certain skill sets. What we’ve been
ultimately challenged with over the last
couple years is spending a lot more time
finding the right people. Hiring slow and
firing fast is something we’ve learned. If
someone’s not working out, we are quick
to make a change, because training costs
are very expensive, especially to a small
business like ours.
Connie Brennan (Nevada Business Jour-
nal): Are you having problems with reten-
tion?
Koch: Retention has been a pretty diffi-
cult task. People tend to think the grass is
greener on the other side of the fence,
even though they usually find out it really
isn’t. We’ve had to come up with some
creative ways to keep people in our firm,
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such as bonuses and promotional tracks.
Keeping them informed of their perfor-
mance and communicating how they’re
doing seems to be a very big factor, espe-
cially with younger professionals, who
want to see how they measure up against
their peers. They have friends in other
firms, and by talking with them we try to
find out what they think is being offered in
other places, and in some way implement
similar programs within our firm. We get
a lot of good ideas that way, so just talk-
ing to them helps a lot.
Brennan: A couple of you mentioned Sar-
banes-Oxley, and for the benefit of our
readers, it would be beneficial if someone
could explain what it is and what it does.

Levy: Sarbanes-Oxley is legislation that
was crammed down our throats as a result
of Enron and the other scandals from a
couple of years ago. It was a hasty reaction
by Congress to plug up the weaknesses
they saw in financial reporting and audit-
ing, and it has put a lot of regulatory pres-
sure on those of us who are involved with
SEC registrants as audit clients. It has also
had what one might call a “cascading” or
“trickle-down” effect in various states. I
call it “bandwagon legislation,” where peo-
ple who regulate the accounting profession
have looked at the provisions of Sarbanes-
Oxley and said, “Oh, that’s a good idea. We
should make CPAs do that,” even if it’s not
for a public client. This creates pressure on
non-public companies to elevate their stan-
dards and requirements to those of Sar-
banes-Oxley. There has been pressure in a
number of states for not-for-profits to have
audits and internal control reports they can
give to their constituency. I don’t know
how likely it is to happen in Nevada. At the
moment in Nevada, Sarbanes-Oxley tech-
nically affects only public companies, but
there have been attempts to expand it into
other areas of practice.

The largest firms have been 

paring down their client base 

and “firing” clients, because 

they are spread so thin they 

don’t have enough people 

to do all the work.

Continued on Page 53
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Brennan: Clearly the big topic is employ-
ee retention and recruitment. Mike, you
know about that. Where are you getting
the people?
Micone: In the past month, we made
more placements in public accounting
than we did in the last four years com-
bined. There is a large gap right now be-
tween supply and demand. People are
leaving public accounting firms to work
for clients who are creating internal de-
partments to satisfy new reporting re-
quirements. People are coming from other
states, but not as often as we’d like. Those
people usually have four or five offers
within their first week of searching for
employment, and that’s being conserva-
tive. Unfortunately, there’s been a slow-
down of people moving here because the
economy in other states is now starting to
pick up. Universities are enrolling more
accounting majors now, and that has in-
creased 10 or 12 percent over the last year,
according to UNLV statistics, but we’re
not going to feel those effects for another
four years. In the meanwhile, to fill the
demand, we’re finding candidates among
accountants who are retired and may want
to get back into a part-time situation.
We’re also recruiting professionals who
left to be stay-at-home moms or to go into
another business. 
Brennan: Is the shortage national or just
in Nevada?
Micone: I would say national. Our com-
pany has 90 offices nationwide, and we
have executive recruiters who work
around the United States. We may call
them to ask for assistance in recruiting a
management-level person for a public ac-
counting firm. They usually tell us, “If I
find somebody, I have 15 clients of my
own where I can place them, so I’m not
going to refer them to Nevada.”
Comer: One of the drivers of demand is
the internal control provisions required by
Sarbanes-Oxley. I would estimate they are
costing companies here in Nevada be-
tween $20 million and $40 million annu-
ally, and that’s basically staffing cost.
That’s the equivalent of 100 to 150 full-
time people, and these are experienced
people. So you’ve got the larger public
companies drawing off people, as well as
public accounting firms looking for peo-
ple who can do this work, and this is hap-
pening nationally. That’s what’s creating a

large part of the demand. In my estima-
tion, this situation is going to continue for
another year to a year and a half from a
staffing standpoint.
Brennan: Is it as bad in the northern part
of the state as it is in Southern Nevada?  
Comer: Yes, I think so. There are other
factors people are dealing with in the
northern part of the state, but many public
companies are based there, so it’s hard to
find people there also.
Brennan: The first item on the agenda is
the escalating complexity in accounting
standards. How difficult is it, and are the
regulations and complexity increasing?  
Anderson: We’re kind of in a Catch-22 sit-
uation, in that we don’t profess to go out
and look for fraud, but yet, because of the
Enron debacle, we have to spend a lot of
time procedurally setting up our files and
documenting the motions we went
through to show that we did at least con-
sider fraud. I’m not sure we’re any more
effective in finding fraud than we were be-
fore. A lot of these responses to govern-
mental influences are very difficult to
charge for. They run up our fees, and I’m

not sure there’s any real benefit to the
client. When we bill our clients, we have
to try to explain in our pricing mechanism
what we’re doing and why we’re doing it.
At the same time, we have to disclose that
we’re not really here to catch fraud in all
cases. You’re kind of talking out of both
sides of your mouth when you get into
that discussion. So it’s really a tough peri-
od to be in audit accounting.
Levy: The standards overload has been an
issue that has been kicked around for 20
or 25 years, and it’s been argued that
many of the complex accounting stan-
dards coming out of the FASB shouldn’t
be applied to small businesses or private-
ly-held companies under a certain size,
and the FASB has resisted that notion for
all that time.
Brennan: Will you explain what the
FASB is?  
Levy: The FASB is the Financial Account-
ing Standards Board. It sets most of the
accounting standards we are obligated to
follow in preparing or auditing the client’s
financial statements, and those rules are
getting more and more complex every

Continued From Page 20
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day. This results in a tremendous risk on
the part of practitioners who do not have
the ability to keep up with this stuff; they
may be missing standards by not even
knowing about them. And the rules are so
complex that unless firms have technical-
resource people they can rely on, they
often can’t understand them. All of these
increasing complexities add to the argu-
ment that small companies shouldn’t have
to comply with all the regulations de-
signed for large public firms. There’s an
AICPA (American Institute of CPAs)
committee looking into it again, but it is
really a sleeping dragon. 
Brennan: How much of a problem was
Enron for your profession?
Hall: As far as developing more work, it
was a very positive thing, but the other
side is trying to find the people to help
you keep up with it. Another concern is
that there are a whole lot of small public
companies that are just getting started.
Collectively, they spend millions and mil-
lions of dollars trying to comply with reg-
ulations, and that’s preventing a lot of
these small companies from ever getting

to the point where they can go on to be
profitable businesses. 
Main: What happens is the pendulum
swung, and we got caught with our hands
in the cookie jar from an accounting stand-
point, and so it’s swinging back to visible
compliance issues. As Dianna [Russo]
mentioned, there are some firms that real-
ly just don’t pay attention to what the rules
are. When you add another layer of com-
plexity to the rules, you’re going to have
more of those firms that just look the other
way. I think more and more you’ll see al-
liances between firms, such as Dianna
mentioned, that would help take some of
the sting out of the compliance measures.

We’re experiencing 30 percent increases in
our fees as it relates to handling some of
these issues, and small business clients
will naturally try to seek more competitive
fees. Hopefully, the group in this room
won’t reduce themselves to cutting each
other’s throats. We’ve got to stick up for
the standards and get rid of the clients who
really don’t care about the quality of our
work. We try to pass on as many of the
costs as we can, but it does affect our bot-
tom line as business owners. I think we’ll
see a reduction in our income over the next
couple of years because of this.
Levy: Enron is probably the largest single
event contributing to all the problems
we’ve discussed so far. It has caused an
increased police mentality among regula-
tors trying to satisfy the public demand
for more regulation; it has caused the in-
crease in work level, the standards over-
load to a large extent, and staff shortages.
Michael mentioned that there have been a
reduced number of college graduates
available to recruit from, and while I think
that may have begun before Enron, the
publicity and regulations that followed
Enron caused young people to say, “Hey,
being an auditor is too risky. I don’t want
to do that. I want to do something safer,
something that isn’t going to take all those
hours of work and won’t have me worry-
ing about getting sued.”
Brennan: Do you think the pendulum is
starting to swing back now? The public
generally has a pretty short memory.
Levy: No, I don’t think it’s starting to swing
back. Regulators have a long memory.
They continue to press on, and the problem
is going to be with us for a long time.
Patton: It’s not just a matter of complex-
ity in accounting standards and profes-
sional standards. Surveys all indicate the
public basically expects CPAs to get it
right. It’s a pretty simple standard – get it
right. These are some pretty simple client
expectations: we’re recorders; we have
lots of documentation and hopefully we
don’t shred documents too often; we have
high integrity; we don’t have indepen-
dence issues; we don’t do deals with our
clients and then go audit them. Regulators
are trying to do good for the public so
there’s some benchmark the profession
can use to help people understand what
we do. What we do is not so much a sci-
ence as it is an art. It’s really experience

INDUSTRY FOCUS • ACCOUNTANTS

The problem we’re running 

into is that there are a lot 

of sole proprietors who don’t

want to follow the standards

we’re trying to set 

within our profession.



January 2005   55

and having the nose for it that allows us to
find fraud and things of that nature. A lot
of what we’re doing in the industry is try-
ing to set standards and guidelines, but I
don’t think the bottom line has changed.
The clients’ expect us to get it right, and if
we don’t, we’re going to have a problem. 
Levy: A fundamental change is going on in
the audit environment that affects both small
and large companies that have audits. That is
a push for greater and greater independence
of the auditor, discouraging the auditor from
performing other services for the client in
order to protect his objectivity. The more
you do to help your client, the less you’re
going to be viewed as an objective auditor,
and this is particularly important in the small
business environment, where people who do
audits are also business counselors and as-
sist clients in many areas where they could
be viewed as crossing the line. This is very
difficult, especially when clients have little
or no expertise in the area for which they
hired their accountant.
Comer: I’m not sure independence rules
are that much different than they were be-
fore Enron. There are more interpreta-
tions, but theoretically, the rules are the
same. I find it hard to believe that the re-
lationship between a normal small busi-
ness and an accountant is going to change
all that much, unless they’re subject to
some type of special regulation.
Levy: I don’t think it’s going to affect the
client relationships when all you’re doing
is helping them keep their books, because
independence is not an issue then. But
when you’re issuing compilations, you’re
supposed to be independent unless you
say you’re not. It’s the mentality of the
standard-setters, the regulators and the
peer reviewers who are part of the regula-
tory process that is going to push harder
and harder for strict compliance with this
new interpretation, which is significantly
different in that it requires a documented
understanding between you and your
client as to who is responsible for what. I
would expect the handful of clients who
actually read what you put in front of
them and ask them to sign, to balk at some
of that. And that could cause problems. 
Russo: The problem with our state is we
don’t have a mandatory peer review
process. We need to change how we’re
regulating ourselves, because currently
there are no mandatory regulations, and

that’s why unscrupulous firms can come
in and underbid us.
Levy: Undercutting by other professionals
(or would-be professionals) who don’t
comply with the standards is the main rea-
son we’re unable to pass our costs on to our
clients. It’s not that the clients don’t want to
pay fees. It’s that the clients don’t want to
pay the fees if they can get the work done
more cheaply by somebody else. The pro-
fession is hurting itself by failing to regu-
late these people who would undercut and
take shortcuts with the standards. The re-
sponsibility falls upon the profession and
its regulators. The very same regulators
who are asking us to do better and better
are refusing to enforce their own rules on a
segment of the profession.
Anderson: While I agree in general, I find
it difficult to believe that a huge percentage
of practitioners is lacking in professional
skill and attitude. The vast majority of the
300,000-plus CPAs in this country operate
in practice units of 10 or fewer people. It’s
just like with Arthur Andersen; 28,000 peo-
ple were massacred by the acts of a few
people. Arthur Andersen was a quality firm

with great people. A few people lost sight
of some things and took the firm down and
hurt a lot of people in the process, but that
doesn’t mean that the other 27,814 people
in Arthur Andersen were bad professionals.
I think the professionalism of our industry
will overcome this. We have some self-reg-
ulation we’ve got to get through here in
terms of peer review locally, but from a
practical standpoint, you cannot impose
these regulations designed for large public
companies to the rest of the population – it
just doesn’t work, and we’ve seen that over
and over again in government regulations.
They get all wound up and then they pull
back and say, “Oh, okay. I guess I under-
stand what you’re saying. We can modify
this.” I think we’re still going to see the
pendulum swing a bit more, but we will
eventually get back to the center. I am opti-
mistic in terms of where our profession is
going and about the caliber of our people.
One good thing to come out of this is that
people have realized the importance of ac-
counting. They know that numbers are im-
portant, and that’s raised the visibility and
the image of our profession.
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Nevada’s “Most Respected CEO”
The cover story of our April 2005 issue will feature Nevada’s

“Most Respected CEOs.” We want to honor those top execu-

tives who have earned the respect of their peers and find out

what they’ve done to deserve it. Any CEO/President from any

size organization can be nominated. The CEOs will be se-

lected by a panel of judges for their roles in: creating positive

workplace environments; effectively balancing work and

home lives; overcoming adversity; and community involve-

ment and impact.Let us know who you most respect and why,

and you may see that person on our April cover.

Deadline for submissions is Tuesday, January 25.

Nomination forms may be accessed on our
Web site, nbj.com. Go to “Opinion/Surveys”
on our home page and follow the instructions.

Main: Yes, now accountants can charge
more than lawyers do.
(general laughter)
Brennan: As a small business owner, how
do you distinguish the people who are ap-
plying the standards from the people who
aren’t? What questions do you ask to find
a reputable firm?
Patton: You could certainly ask if they are
members of the American Institute of
CPAs.
Main: Ask if they had a peer review.
Russo: That’s why educating the public is
important. In addition, the state board is
trying to pass a regulation for mandatory
peer review. We have to start with the reg-
ulatory agencies here within the state to
make it a mandatory thing.
Micone: They could ask the firms for refer-
rals from clients. I would also suggest they
interview several firms to make sure they’re
a good match for the size of the company
and what type of business they do. 
Main: I would suggest they interview
some of the internal people they’ll be
working with, rather than just a partner in
the firm. Find out who’s actually going to

be working on your account, not just the
person sending you the bill. 
Johnson: I think references are probably
the best thing: existing clients, bankers
who deal with that accounting firm, bond-
ing agents. If the accounting firm is will-
ing to give you good references and they
check out, that’s probably the best thing a
business can do.
Brennan: The last item on the agenda is
the need to increase fees. 
Johnson: I think most of our clients are as-
tute enough to understand the effects of
Enron and WorldCom and all the new regu-
lations, and how they have affected us. They
understand it’s harder to find good quality
people and you have to pay them more, so
the price is going up. If you just communi-
cate well enough with your clients, they’re
going to understand the price is going to in-
crease. I don’t see prices being an issue right
now for us, as long as we communicate with
our clients. As long as we take care of them,
they’re willing to pay fair fees.
Mackey: I agree. The additional work ne-
cessitated by these standards has really
added to the time it takes to get things

completed the way they are supposed to be
done following the standards of practice.
There is the difficulty of finding managers
and it’s a long-term process to grow those
people internally to be able to fill manage-
ment positions. We’re raising fees 20, 30,
40 percent or more in some cases. Are the
clients happy? Not necessarily, but they
understand what’s going on. 
Brennan: Is Nevada a good market where
you continue to see new clients walking
through your door?
Mackey: We have six offices around the
state. Las Vegas is the biggest one, but
we’re also in Reno and some of the small-
er towns. Offices in smaller communities
are tied to the local economy, whether it is
agriculture or mining. A lot of these areas
are not growing as rapidly as the larger
cities, and their need for personnel and
their involvement with some of the other
issues we’re talking about is different, but
overall, the firm is doing well.
Main: I think we all agree we love our pro-
fession. Nevada is a great place to do busi-
ness. There are some challenges to deal
with, but we’ll get through them.
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People in today’s hectic business
world spend more time in the of-
fice than at home. As a result, cre-

ating just the right work environment has
become a key priority for employers and
employees alike. Company owners real-
ize that a happy, inviting work space can
increase employee productivity and job
satisfaction. It can also produce better ef-
ficiency and improve staff retention.
Nevada’s leading architects and interior
designers are now being hired to create
modern work settings that meet a variety
of demands. 

Many of those spaces are being created
with environmentally conscious products
and practices. The U.S. Green Building
Council, a Washington D.C.-based coali-
tion, rates projects through a points sys-
tem called LEED (Leadership in Energy
and Environmental Design). Essentially,
LEED is a framework for assessing a
building’s performance in meeting sus-
tainability goals through “green” designs
that strive to conserve energy, minimize
water use and improve environmental
quality through architecture. 

“The U.S. Green Building Council ad-
vocates sustainable design by using natur-
al fabrics, low-VOC (volatile organic
compounds) paints and recycled products,
among other measures,” said Courtney

Johnston, an interior designer with
DekkerPerich/Holmes/Sabatini Ltd. of
Las Vegas. “There is more sensitivity to
the users and how comfortable they are
within an environment.”

Creating that comfort level can entail
such things as improved air quality and
reduced lighting glare. Although more
costly to construct, sustainable buildings
can save money through enhanced effi-
ciency and conservation. Operating costs
account for 35 percent to 50 percent of of-
fice rents, yet energy bills can vary up to
$1 per square foot among similar build-
ings just a few feet apart.

“It’s clear that the building with the
lowest operating costs will have more op-
tions when negotiating with tenants,” said
B. Alan Whitson, a national authority on
facility design and management and CEO
of California-based B. Alan Whitson Co.
“Turning green can cut energy costs by 40

percent or more, and upgrading a build-
ing’s lighting can add $6 per square foot
to its value.”

Many designers are minimizing the
amount of artificial light needed by using
extensive glazing and light shelves. And
by blurring the line between indoors and
outside, office space can become a more
open and natural setting.

“We are trying to project daylighting
into the back-office spaces with open
floor plans that lend themselves to light
filtration,” said Domingo Cambiero, pres-
ident of Domingo Cambiero Corporation
Architects of Las Vegas. “With sunlight,
employees have direct contact with the
outside, resulting in happier, more effec-
tive workers.”

The old workplace paradigm of large,
closed corner offices with smaller cubi-
cles is being replaced with accessible
group interiors. It reflects a shift in busi-
ness philosophy from a boss-driven hier-
archy to a team mentality. “Some people
still need privacy, but we are trying to re-
duce the office sizes, and make them more
transparent without creating a fishbowl
appearance,” Johnston said. “Higher win-
dows and sandblasted glass enable priva-
cy while still allowing light to come in.”

Instead of fixed rooms constructed from
drywall, interiors are now being subdivided

What’s Hot 
in Office 
Design?

by Tony Illia

Efficiency, Flexibility, Teamwork and “Turning Green”

“With sunlight,
employees have direct 

contact with the outside,
resulting in happier,

more effective workers.”

The headquarters for 
Lotus Broadcasting in 

Las Vegas was designed by
Welles Pugsley Architects.
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with operable partitions, many built from
opaque materials such as plastic or glass.
Offices are also using muted colors cou-
pled with earth hues, giving them a lively
but toned-down feel. Coloration can be
very important, affecting user mood and
psychology. Most designers opt for neutral
shades that lend some character and
longevity to their interior spaces. But col-
ors can additionally delineate functions,
while creating continuity and harmony.

“Traditional spaces are giving way to
new uses,” said Wade Simpson, a partner
with Welles Pugsley Architects LLP of
Las Vegas. “For example, we have a client
who turned the company’s reception area
into a break room and bar, for a relaxed
living-room feel.”

Workplace amenities such as fitness
rooms, lounges, kitchens and daycare
areas can go a long way toward keeping
employees content. It can also limit the
amount of offsite activities that might
otherwise be needed, translating into less
travel time and more work hours for bet-
ter efficiency. New developments, such as
The District at Green Valley Ranch in
Henderson, are increasingly using mixed-
use space that combines office with retail,
entertainment and living quarters The $80
million, 30-acre urban complex, devel-
oped by American Nevada Company,
opened in April 2004. It contains restau-
rants, clothing stores, retail outlets, con-
dominium units and 30,000 square feet of
Class-A office space for a live-work-play
environment.

“That’s going to be a part of the future,
with a lot of proposed high-rise mixed-use
towers,” said Jonelle Vance, vice president
of interiors for JMA Architecture Studios
of Las Vegas. “But right now, people are
downsizing the amount of square footage
per person.”

In part, the downsizing is the result of
new technology, such as laptops and flat-
screen monitors that require less space.
Contemporary offices now need less room
for storage and filing cabinets, relying on
digital recording to preserve business doc-
uments. The move has enabled the office
area to be used for other things. “With lap-
tops and wireless systems, a lot of people
are sharing spaces,” Vance said. “It gives
us more flexibility for moving people
around. We no longer need people sitting
in cubicles anymore.”

The technology has facilitated more of
a communal atmosphere in the modern
workplace, emphasizing collaboration
rather than top-down decision-making.
Workers now have a sense of equal foot-
ing among their superiors, with everyone
contributing toward a shared goal. Yet, the
modern office is one of constant change
and consolidation, in which different cul-
tures can merge or collide at any time.

“One of the universal requests we’re
seeing is for flexible space,” said Bruce
Goff, president of Domus Design Group in
Reno. “Corporate cultures are changing so
that individual space is being driven out in
favor of more informal, common rooms.”

Companies are now thinking in less per-
manent terms, compared to the headquar-
ter-style buildings of the past. Many firms
will take out a three-year lease for an office
space, rather than construct a new building.
And while some do it to save on operating
expenses, others simply don’t know where
their business will be in the three years. As
a result, design budgets have been cut to
the bare minimum. Oftentimes, offices will
use a tenant improvement allowance to de-
sign the interior. That sum typically ranges
from $20 to $30 per square foot, or enough
to paint the walls and put down a cheap
carpet. Architects are subsequently being
asked to use every square inch available for
maximum space and cost efficiency.
“There aren’t as many specialized rooms as
there were a few years ago, and we’re not
going into high-end finishes,” Goff said.
“Office users are looking to landlords for
design money.”

The uncertainty surrounding office envi-
ronments has also meant more inter-
changeable desks, furniture, couches and
partitions that can transform into different
spaces once leases expire or conditions
change. Designers are purchasing more

durable, timeless pieces that are adaptable
to several different office settings. With the
current business atmosphere of mergers
and acquisitions, smaller firms being
bought out by larger ones, or companies of
equal size combining resources, the furni-
ture must often withstand the wear and tear
of being moved from office to office. 

“Much of the actual design activity is
coming from tenant improvements, build-
ing modernizations and/or office expan-
sions, rather than new office construc-
tion,” said Molly Westfall, a project
manager with Perlman Architects Inc. of
Henderson. Aging properties are being re-
vitalized to become more competitive
with newer buildings, while existing busi-
nesses are expanding their offices, rather
than changing locations or building anew.
“Rising land prices and increased con-
struction costs are also driving more
building rejuvenations,” Westfall said.
“An upgraded building may qualify for re-
development tax credits, providing yet an-
other incentive.”

Perlman recently rehabilitated a vacant
100,000-square-foot warehouse building,
located at 11 Sunset Way in Henderson,
transforming the structure into the new
University of Southern Nevada. The un-
dertaking entailed a total overhaul, gutting
the interior and converting it into a more
student-friendly campus environment.
Perlman added high-tech fiber optic con-
nections, as well as skylights to bring in
natural light, and replaced industrial dock
doors with sheets of glass that opened up
the interior.

Meanwhile, new office construction is
largely occurring in suburban communi-
ties along freeway thoroughfares, as op-
posed to downtown or other traditional
business corridors. The migration reflects
a major shift in the business workplace in
which being closer to home, as well as
nearer to employees and clients, is a main
concern. Limiting travel time as well as
having everyday amenities nearby, such as
a gym and a grocery store, can also con-
tribute to an office setting that ensures a
cheerful workforce. 

Ultimately, the modern office is being
asked to provide more functions and solu-
tions than ever before. Architects and de-
signers are rising to the challenge by
crafting highly efficient, flexible spaces
that adapt and evolve over time.

The modern office is one of

constant change and 

consolidation, in which 

different cultures can merge

or collide at any time.
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drawn back to the construction business, ac-
cepting an offer with Flagship Construction
and a challenge – to grow Flagship as a gen-
eral contracting and construction manage-
ment company. 

One look at Flagship’s prestigious involve-
ments tells the rest of the story – Paolino suc-
ceeded in a big way. In addition to a major re-
tail project and redevelopment in downtown
Las Vegas, Flagship also created a project
called Desert Mesa for the North Las Vegas
Housing Authority. Aviation projects current-
ly underway include a $125 million in-line
baggage screening system being built at Mc-
Carran International Airport in coordination
with the Transportation Safety Administra-
tion. The company recently added an addi-
tional project to its “to do” list, with the Mc-
Carran A & B Gates Building Rehabilitation.

Flagship has also done its share of hospi-
tality projects, including hotel and casino
renovations, as well as restaurant develop-
ment. When upscale New York-based restau-
rant Il Mulino announced plans to open at
The Forum Shops at Caesars, Flagship was
awarded the contract. According to I1 Muli-
no’s Kevin Galligan, project manager for
construction, Flagship alleviated many of the
headaches that came with opening alongside
dozens of other establishments. “Based on
the project’s scope and deadline, our job was
a nightmare,” said Galligan. “Our finishes
and styles are very distinctive from a con-
struction standpoint, and Flagship stepped up
to the plate.”

Paolino is proud of Flagship’s commit-
ment level and said employees average 22 to
25 years in the business. Comprehensive pro-
cedures help things run smoothly. During a
project’s duration, Paolino formally meets
with the owner at least three times to audit
the team’s level of performance. “Customer
service is number one,” she said. “In today’s
market, effective construction management
is expected. It is about how well you rise to
the challenges.”

Paolino is an advocate for women in her
industry. Along with an associate, Ofra Gel-
man of MWT Ofra Architecture, she formed
WIND (Women In Development) in South-
ern Nevada. The duo created the organization
for women executives in construction and
development to exchange ideas and industry
trends. “Because woman are detail-oriented,
we have strengths that complement the con-
struction business,” said Paolino. “I can’t see
myself doing anything else.”

hen Flagship Construction’s high-
energy team set sail in Las Vegas
four years ago, they never looked

back. The company’s aggressive approach to
growth has earned it high marks, including
an annual sales volume that has grown to
more than $90 million in ground-up con-
struction. Flagship has landed high-profile
jobs at McCarran International Airport, in
addition to prestigious contracts in the com-
mercial, retail and hospitality markets.

Despite Flagship Construction’s relative
newness to the Valley, the reputation of its
Michigan-based parent company, National
Construction Enterprises, Inc. (NCE), and of
its senior management team make it a strong
industry competitor. NCE owns 14 compa-
nies nationwide, including general and spe-
cialty contractors. The broad-based back-
grounds of Flagship’s senior managers,
including executives from the Engineering
News Record’s top-10 construction manage-
ment and general contracting firms, add
heightened value.

Director of Business Development Nancy
Paolino is an industry expert in her own right.
After graduating with a finance degree, she
entered the industry at age 20, quickly earn-
ing the respect of her peers. Paolino owned
and managed a New York-based specialty-
contracting firm for 10 years. Credited with
building terminals at JFK International Air-
port, the Korean Embassy and major projects
at the World Trade Center, she established a
solid reputation through performance.
Magdy Allam, senior project executive at
American Airlines’ $1.5 billion new terminal
at JFK International, who worked on projects
with Paolino for eight consecutive years, said
she is “absolutely hands-on and committed
to a project’s success.” The lure of semi-re-
tirement brought Paolino to Las Vegas in
2001. After a short consulting stint, she was

Flagship 
Construction
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Expertise Helps Company
Pursue Varied Niches

by Ruth Furman

Las Vegas Statistics Compiled by Colliers
International & Restrepo Consulting

Reno Statistics Compiled by 
Grubb & Ellis Nevada Commercial Group

ABBREVIATION KEY

MGFS: Modified Gross Full-Service 

SF/MO: Square Foot Per Month

NNN: Net Net Net

Total Market Las Vegas Reno
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Vacant Square Feet

Percent Vacant
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Planned Construction

34,502,925

1,937,018

5.6%

1,035,893

928,850

$1.68

441,497

2,449,729

7,657,833

324,358

4.2%

0

108,525

$1.26

0

0

14,905,152

1,081,973

7.3%

710,643

381,925

$1.74

0

999,010

11,939,940

530,687

4.4%

325,250

438,400

$1.85

441,497

1,450,719

––

––

––

––

––

––

––

––

10,393,138

561,048

5.40%

N/A

157,777

$1.60 

1,954,982

N/A

2,553,179

58,739

2.30%

N/A

-19,991

$1.75 

1,066,800

N/A

1,848,376

119,326

7.00%

N/A

6,705

$1.40 

0

N/A

5,539,895

332,732

5.80%

N/A

222,063

$1.55 

176,537

N/A

451,688

50,251

11.10%

-51,000

N/A

0

N/A
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name, will locate its manufacturing and
distribution facility in a 100,125-square-
foot build-to-suit facility in this project.
PDC develops and manages industrial, of-
fice and retail facilities in more than 100
markets throughout the United States.

PINNACLE Awards Honor
Best Northern Projects

Eight of Northern Nevada’s commer-
cial and public works construction

projects were honored recently at the
Sixth Annual PINNACLE Awards, spon-
sored by the Nevada Chapter Associated
General Contractors (AGC). The PIN-
NACLE Awards program was estab-
lished in 1999 by the Nevada Chapter
AGC to honor the “Best of the Best” in
Northern Nevada construction projects,
and to recognize members who show
construction leadership, excellence and
community spirit. PINNACLE is an
acronym for Projects In Northern Neva-
da Award for Construction Leadership
Excellence. Q&D Construction, Inc.
won awards for The Veteran’s Guest
House (Contribution to Community), St.
Mary’s West Campus Parking Structure
(Innovation in Techniques or Materials)
and Bishop Manogue High School
(Meeting the Challenge of a Difficult
Job). Krump Construction, Inc. won an
Excellence in Client Service award for
Phase II of the The Hyatt Regency Lake-
Tahoe. PINNACLE awards for Meeting
the Challenge of a Difficult Job went to
Granite Construction Company for the I-
80 reconstruction project from Truckee
to Floriston, and to Martin Iron Works,
Inc. for the Downtown Reno Events
Center. Clark & Sullivan Constructors
won an Award of Merit for the Jan Evans
Juvenile Detention Center. The Peoples
Choice Award, voted on by attendees at
the awards celebration, went to PAR
Electrical Contractors for the Gondor
Electrical Substation.

LandWell and Centex 
Announce Henderson Project

The LandWell Company and Centex
Homes have announced plans to de-

velop and revitalize 2,200 acres of land
in Henderson that will eventually be

home to a new mixed-use, master-
planned community. Centex will pur-
chase the property from LandWell,
which has invested more than $50 mil-
lion in restoring the former industrial site
it bought from Basic Management Inc. in
1992. Comprehensive testing and re-
search related to soil and water condi-
tions have been required. Land within the
site will be restored to residential stan-
dards consistent with Environmental Pro-
tection Agency requirements. A team led
by Henderson-based Basic Remediation
Company will perform the restoration.
The first phase, already underway, is the
construction of a water treatment plant
on the property of local manufacturer
Timet to replace facilities Timet had been
using within the 2,200-acre site. The
Nevada Division of Environmental Pro-
tection will provide oversight for the en-
tire restoration process. The property is
located east of Boulder Highway, north
of Lake Mead Drive and south of the Las
Vegas Wash. Financial details of the
transaction were not disclosed.

MGM Mirage Plans 
Major Resort Project

Resort giant MGM Mirage has an-
nounced plans to develop an “urban

metropolis” on a 66-acre site on the Las
Vegas Strip between Bellagio and Monte
Carlo. The first phase of Project City-
Center will include the development of
18 million square feet of space, consist-
ing of a 4,000-room hotel/casino, three
400-room boutique hotels, 550,000
square feet of retail shops, dining and en-
tertainment venues, and 1,650 units of
luxury condominiums and private resi-
dences. Company officials estimated the
first phase will create more than 7,000
construction jobs and, on completion,
more than 12,000 new permanent posi-
tions. The master plan was developed by
New York-based urban planners
Ehrenkrantz, Eckstut and Kuhn Archi-
tects. The design phase for Project City-
Center is estimated to take 18 months,
and construction of the first phase ap-
proximately 42 months. The first phase is
expected to open in 2010, with future de-
velopments planned for contiguous land
owned by MGM Mirage.

The District at Green Valley Ranch Sta-
tion, an $80 million development by

American Nevada Company, won the
Building Project of the Year award from the
Nevada Contractors Association. The
406,000-square-foot complex contains re-
tail, office, residential and entertainment
components. It is situated on 30.6 acres at I-
215 and Green Valley Parkway in Hender-
son. Las Vegas Paving Corp. won an award
for Heavy Civil Project of the Year for
sewer line repair at Vegas Drive and Indus-
trial Road. Contractor of the Year was Peri-
ni Building Company and subcontractor of
the year was Stewart & Sundell Concrete.
KHS&S Contractors was voted Safest Con-
tractor of the Year, and Cashman Equip-
ment was named Supplier of the Year. 

Panattoni Breaks Ground on
Lamb Business Center 

Doug Roberts, partner with Sacramen-
to-based Panattoni Development

Company (PDC), recently announced the
company has broken ground on the Lamb
Business Center, a 26-acre project in Las
Vegas that will include three buildings to-
taling 343,125 square feet. The $12 million
development, located on the southeast cor-
ner of Lamb Boulevard and Lone Moun-
tain Road, is scheduled for completion in
March 2005. May Manufacturing, produc-
ing a line of spas under the Artesian Spas’

Nevada Contractors 
Association Winners
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Alere Medical 
Named to Inc. 500

Reno-based Alere Medical Incorporated
has been named to Inc. Magazine’s

prestigious Inc. 500 list of the fastest-
growing private companies in the nation.
Alere specializes in care management and
remote monitoring for patients with
chronic conditions, including heart fail-
ure. Alere showed a 411 percent annual
growth rate over four years, with 2003
revenues of $17.6 million. Alere Medical
was ranked 64th overall on the list and
sixth within the list’s health sector. The
Alere Home Monitoring Program cur-
rently tracks more than 12,000 patients
each day across the country, and more
than 22,000 patients have used its ser-
vices. The Inc. 500 ranks privately held
companies according to year-to-year sales
growth as averaged over four years. It
verifies all information using tax forms
and audited financial statements from cer-
tified public accountants, and by conduct-
ing interviews with company officials. 

Mergers Transform 
Nevada Companies

One of the largest independently owned ex-
change companies in Nevada, Southwest Ex-

change Corporation, recently announced its
merger with Nevada National Exchange. The
company will retain the name Southwest Ex-
change. Both firms specialize in processing 1031
exchanges, which have become increasingly
popular due to the boom in real estate invest-
ments. Individuals seeking the services of a 1031
exchange company are most often looking to
avoid capital gains taxes upon the transfer of in-
vestment property under Internal Revenue Ser-
vice Code Section 1031. In another merger trans-
action, SouthwestUSA Bank and Nevada Trust
Company have filed an application with the Fed-

SanMar Relocates to Sparks

SanMar Corp., a wholesale distributor
of apparel, is relocating this month to

a 490,500-square-foot warehouse at 555
Vista Blvd. in Sparks. The company has
spent the last six months on a substantial
remodeling project to transform the facil-
ity, formerly occupied by GM, into a
state-of-the-art distribution center. Large
enough to hold eight football fields, San-
Mar’s building will be the largest imprint-
ed apparel warehouse in the West. The
new facility will provide one- to two-day
shipping to customers in Nevada, Califor-
nia, Utah and Arizona, and also contains a
showroom. The company employs over
100 people in Nevada. The facility was
previously located in a smaller building
20 miles away in southwest Reno. San-
Mar came to Nevada in 1995. Its other
distribution centers are located in Seattle,
Cincinnati, Coppell, Tex., Jacksonville,
Fla. and Cranbury, New Jersey.

eral Reserve Bank and Nevada’s Financial Insti-
tutions Division to merge the two companies.
SouthwestUSA Bank is a subsidiary of South-
westUSA Corporation, which will acquire Neva-
da Trust Company and operate it as a wholly
owned subsidiary. The transaction is expected to
close in early 2005, subject to regulatory ap-
provals. Nevada Trust is expected to supplement
SouthwestUSA Bank’s private banking services.

Nevada Rates High in 
Economic Freedom Study 

The Pacific Research Institute recently released
the “U.S. Economic Freedom Index: 2004 Re-

port,” a ranking of economic freedom in the 50
states. Published in association with Forbes, the
index scores states based on more than 100 vari-
ables, including regulatory and fiscal obstacles im-
posed on residents. Kansas was named the na-
tion’s most economically free state, with New
York ranking last. The report, which shows how
economic freedom affects Americans’ bottom line,
reveals that a 10 percent improvement in a state’s
economic freedom score yields, on average, about
a half-percent increase in annual income per capi-
ta. The report confirms that the most economical-
ly free states are experiencing population growth,
as Americans are moving to states that have the
most business- and job-friendly climates. Nevada
ranked 12th in the study, while neighboring Cali-
fornia received a 49th rating, which may be one
reason Californians are fleeing into the Silver
State in record numbers.

Mining Report Shows 
Optimistic Outlook 

Higher gold prices have breathed new life into
Nevada’s mining industry, which has been

beset by low prices and declining employment in
recent years, according to a study released by the
Nevada Mining Association. Based on 2003 fig-
ures, Economic Overview of the Nevada Mining
Industry presents a comprehensive look at explo-
ration and production of minerals in Nevada, as
well as mining’s impact on the state economy.
The 7.32 million ounces of gold produced in
Nevada make it the third-largest gold producer in
the world, after South Africa (12.7 million
ounces) and Australia (9 million ounces). At the
2003 average of $363 per ounce, the value of
gold produced in Nevada was $2.7 billion. The
calculated value of 2003 silver production in
Nevada was $49.8 million, down from $62.4 mil-
lion in 2002. The decline was largely due to the
closure of several large silver mines.

Correction to 
“Community Heroes” Page:

In our December issue, we listed sever-

al contributions that Nevada compa-

nies had made to community organiza-

tions and non-profit groups. The

following is a clarification on the contri-

butions made by developers to the

YMCA of the Sierra:

•  Spanish Springs Associates, Limited

Partnerships donated 10 acres of land in

Spanish Springs valued at $2,600,000 to

the YMCA of the Sierra, which will

build a new YMCA Family Center for

residents of Spanish Springs. 

•  LifeStyle Homes donated four acres of

land in Cold Springs valued at $400,000

to the YMCA of the Sierra, which will

build a new YMCA Family Center for

residents of Cold Springs. LifeStyle

Homes also made a $1,000,000 cash do-

nation towards construction of the new

Family Center.
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his past October, President Bush
signed two tax bills into law. The
American Jobs Creation Act of 2004

focuses mainly on business tax. The
Working Families Tax Relief Act of 2004
extended many of the tax law changes in
previous tax bills that were due to expire.
Some key provisions of both bills are ex-
plained below.

Sales Tax Deduction: For tax years
beginning in 2004 and 2005, taxpayers
who itemize deductions will have a
choice of claiming a state and local tax
deduction for either sales or income taxes
on their 2004 and 2005 returns. General-
ly, taxpayers can use either their actual
expenses or the optional state sales tax ta-
bles to figure their state and local general
sales tax deduction, relieving taxpayers of
the need to save receipts throughout the
year. Sales taxes paid on motor vehicles
and boats may be added to the table
amount, but only up to the amount paid at
the general sales tax rate. Taxpayers will
check a box on Schedule A, Itemized De-
ductions, to indicate whether their deduc-
tion is for sales or income taxes. (At the
time of writing this article, the optional
state sales tax tables, found in IRS Publi-
cation 600, were not available, so assess-
ments could not be made as to whom this
option would assist.) 

Expense Limit for SUVs: Businesses
should be aware of a change regarding the
deduction for certain sport utility vehicles
(SUVs) placed in service after Oct. 22,
2004. Under this act, businesses cannot
take a first-year deduction of more than
$25,000 for an SUV. The business would
depreciate the remaining cost. (The limit

Take a Close Look

for vehicles placed in service before Oc-
tober 23 was $100,000.) The new limit
does not affect other types of property in
which the taxpayer decides to expense the
cost instead of depreciating the property.

Sale of Personal Residence Acquired
in a Like-Kind Exchange: Taxpayers
who convert rental property to a principal
residence should know that a tax law
change may limit their ability to exclude
gain on the sale of that residence if they
obtained the property through a like-kind
exchange. Generally, a taxpayer can ex-
clude up to $250,000 of gain on the sale
of a home, provided the individual has
owned and used it as a principal residence
for two out of the five years before the
sale. This act does not allow any exclu-
sion if the taxpayer sells the home within
five years of acquiring the property
through a like-kind exchange. The new
law applies to sales after Oct. 22, 2004.

Child Tax Credit Stays at $1,000: In-
dividuals may claim a child tax credit of
$1,000 for each qualifying child under
age 17 at the close of the calendar year in

which the tax year begins. The maximum
credit per child was to be $700 for 2005-
2008, $800 for 2009, and $1,000 for
2010. Because of the 2001 EGTRRA sun-
set provisions, the maximum tax credit
per child will (absent a law change) revert
to $500 after 2010. 

Credit for Qualified Electric Vehicles
Through 2005: A tax credit is available
for the cost of a qualified electric vehicle
placed in service before 2007. The
amount of the credit is 10 percent of the
vehicle’s cost, limited to a maximum
credit of $4,000 for any vehicle.

Educators’ Deduction: The Working
Families Tax Relief Act of 2004 reinstat-
ed the educator expense deduction, which
allows teachers and other educators to
deduct up to $250 of expenses for books
and other classroom supplies. 

John J. Klumbach is a tax and financial
advisor for Pinnacle Taxx Advisors, a
New York-based firm with three offices in
Las Vegas specializing in tax preparation
and financial planning.

by John J. Klumbach 

Recent Tax Law Changes
May Affect You
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eople communicate in different
ways. Conversing in ways that work
for you may not work for the col-

league or staff member you’re communi-
cating with. Here are a few powerful tips
that leave both communicator and listener
feeling empowered:

Listen first. Begin by listening to what

I See 
What You Say

your co-worker has to say. Then para-
phrase what you just heard. Listening be-
fore speaking also helps you to figure out
what the other person’s preferred commu-
nication style is. 
Understand their styles. Most co-work-
ers communicate in one of four general
ways:
• Peacemakers ask how you feel about the
situation being discussed. They seek to es-
tablish consensus with you. 
• Truthkeepers voice logical, rational
facts backed by research about the work-
place issue being discussed. Feelings are
less important than knowledge and
straight fact.
• Solutionseekers want to get to the bot-
tom line as quickly as possible. For them,
discussions need to lead to action.
• Risktakers generally move any discus-
sion to the big picture, that is, the chal-
lenges, changes and possibilities for the
future. They use a lot of verbal emotional
energy and bodily gestures to get their
points across. 

Mirror the style. To make sure the di-
alogue really works for both of you, sub-
tly copy the communication style of the

co-worker with whom you’re speaking.
Incorporating your co-worker’s style into
your own communication creates a con-
nection, even if you move to your own
style later in the discussion.

Check your assumptions. For many
workers, the assumptions they make about
what was said create the majority of com-
munication problems. Always ask about
what you are assuming the other person
meant. Say, “This is what I understand. Is
this what you meant?” Checking assump-
tions immediately helps to clarify the
communication.

Give them what they need. As with
mirroring the communication style, when
you give a staff member what she needs,
you build communication rapport. Some
examples: Reassure the Peacemaker that
all is well between you, even if you dis-
agree about the issue at hand. With the
Truthkeeper, be sure to acknowledge his
expertise. When talking to a Solution-
seeker, keep the conversation short and
focus quickly on a solution. With a Risk-
taker, express excitement about her long-
range plans. 

Ask for what you need. Don’t be
afraid to tell your co-workers what your
own communication needs are. Some ex-
amples: If you are a Peacemaker, say, “I
need some time to check out how I really
feel about this issue.” If you are a Truth-
keeper, say, “Let me think about this and
I’ll get back to you when I have more in-
formation.” If you are a Solutionseeker,
say, “Just give me the bottom-line for
now. I’ll get the details later.” If you are a
Risktaker, say, “I’m really excited about
this, so hear me out and then let me know
how you feel about it all.”

End with an affirmation. Always end
the conversation by thanking your col-
league for taking the time to discuss the
situation with you. You may not agree on
the outcome, but both of you will feel the
respect in the communication connection.
Ending a workplace dialogue with a note
of gratitude always leads to more positive
communication down the road. 

Sharon Bowman is a Nevada-based
speaker and corporate trainer, and author
of six popular training and motivation
books. The tips for this column were taken
from her book How To Give It So They
Get It and used with permission.

by Sharon L. Bowman, M.A.

Using Communication Styles
at Work

P

IRC §1031 Tax-Deferred Exchanges 
Reverse Exchanges 
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t was only a matter of time before one
of the nation’s fastest-growing cities
was home to the leading company in

the nation’s fastest-growing medical spe-
cialty. That marriage came about in Sep-
tember when IPC - The Hospitalist Com-
pany expanded its practice into Las Vegas
and began serving patients at the two St.
Rose Dominican Hospitals.

Hospitalists are physicians, typically
trained in internal medicine, who focus all
their time on hospitalized patients. They
have no outpatient practice and, in fact, no
traditional office. Instead, their office is the
hospital; there they work in close consulta-
tion with the primary-care physician and
appropriate specialists to manage a pa-
tient’s entire hospital experience from time
of admission until discharge. 

Because hospitalists are on-site to re-
spond immediately to test results, to coor-
dinate all the care, and to drive the delivery
system towards better performance, their
presence has been shown to increase the
quality of care, shorten lengths of stays and
reduce healthcare costs. In addition, they
provide patients the added comfort and se-
curity of having a physician on-site to an-
swer questions, consult with family mem-
bers and manage the administration of all
hospital services.

IPC is the nation’s largest and most ma-
ture hospitalist company, employing ap-
proximately 300 physicians in more than a
dozen markets nationwide. This experi-
ence allows patients in each market to ben-
efit from “best practices” that have
emerged from IPC physicians collectively
seeing more than a million patients annual-

IPC – The Hospitalist
Company

ly. Patients also benefit from IPC’s tech-
nology, physician training programs and
nurse-staffed call center which contacts
discharged patients to check on their status
within 72 hours of leaving the hospital. 

Now, IPC is applying its proven track
record in Las Vegas. Consequently, pa-
tients, physicians and the local healthcare
industry as a whole should benefit from the
company’s presence in Nevada. Lead
physician for IPC Las Vegas is Carolyn
Matzinger, M.D., a diplomate of the Amer-
ican Board of Internal Medicine and a for-
mer primary care physician with her own
practice for 12 years. She was recognized
by America’s Registry of Outstanding Pro-
fessionals for 2003-04.

“One of the greatest challenges the Las
Vegas medical community faces is making
sure that it has an infrastructure in place ca-
pable of responding to incredible popula-
tion growth,” said IPC Executive Director
Steven Peterson. “The community’s expan-
sion, combined with the important services
and experience we bring, make Las Vegas
an extremely attractive market for IPC.”

Peterson, who joined IPC concurrent
with the firm’s expansion into Las Vegas,
brings with him three decades in healthcare
operations experience. He has held senior
management positions in several hospitals,
including serving as chief executive officer
at Desert Springs Hospital in Las Vegas
from 1988 to 1994. In addition, Peterson
worked for a large managed-care organiza-
tion and national EMS (emergency medical
services) provider in Las Vegas. During the
course of his career, he also worked close-
ly with physicians in negotiating various
acquisitions and sales of medical practices
in Arizona, Texas and Nevada. He holds an
undergraduate degree in nuclear medicine
technology and a master’s degree in hospi-
tal administration, both from the Indiana
University School of Medicine.

According to Peterson, IPC intends to
build its business in Las Vegas through
forging relationships and earning the trust
of primary care physicians (who would opt
to have a hospitalist see their hospitalized
patients), specialty physicians and local
hospitals. Such a strategy has worked well
in other markets, and the company is opti-
mistic about its potential in Las Vegas, an-
ticipating having 20 physicians on board
by the end of 2005 to serve local physicians
and their patients.

Brings New Specialty 
to Nevada

I

http://www.jmaarch.com


66 January 2005

goals have been set:
• Improve safety in public transportation
• Develop and deliver beneficial projects in
a timely manner
•  Effectively communicate to improve
customer satisfaction
•  Make the most of the department’s as-
sets and minimize its risks

The next step is to begin identifying ac-
tion plans associated with the strategies
and goals. These action plans will include
responsibilities for individual employees
throughout the department.

Along with these broad department
strategies and objectives, solid accom-
plishments have taken place during the
past two years that should be mentioned.
NDOT now has its first comprehensive
landscape and aesthetics plan as part of its
effort to be more environmentally friendly
and to create highway projects that are
more visually appealing. Landscape and
aesthetics master-planning can enhance
environmental health by accommodating
wildlife, reducing erosion and runoff and
protecting native plant communities.

The department is continuing its com-
mitment to innovation and research in a
broad range of subjects, from pavement
and roadway construction to vegetation
used in landscaping, as well as projects in-
volving erosion control, the use of steel
girders for bridges, and advances in seis-
mic retrofit of structures and traffic man-
agement software.

This is not only a challenging time for
transportation in Nevada, but an exciting
time as well.  As director of NDOT, I can
say without hesitation that we are commit-
ted to building and maintaining one of the
safest and most efficient transportation
systems in the nation.

s Nevada continues to grow, “busi-
ness as usual” is probably the ap-
proach least used in either the public

or private sector. The Silver State contin-
ues to transform itself, especially the
urban centers of Las Vegas and Reno.   

That is also true for the Nevada Depart-
ment of Transportation. Escalating costs
for materials and rights-of-way make it
prudent to create needed transportation
projects sooner rather than later. It is why
we have sold bonds to build eight major
transportation projects in Southern Neva-
da and seven in Northern Nevada. From
new freeways to capacity projects, to reha-
bilitation of older roads, the investment of
hundreds of millions of dollars totals
much more than the amount that comes to
the department from its revenue sources
on an annual basis.

NDOT has found there is a large eco-
nomic benefit from selling bonds. It is a
strategy that allows the traveling public to
see results much sooner. Other benefits in-
clude avoiding the cost of inflation and re-
alizing the savings from current low inter-
est rates. Additional related benefits
include reduced fuel consumption, air
quality improvements and the creation of
construction and secondary jobs. 

NDOT is in the midst of the largest
highway construction program in its histo-
ry: widening US 95 in northwest Las
Vegas; the I-215/515 interchange in Hen-
derson; widening St. Rose Parkway; the I-
15/Lamb Boulevard interchange; widen-
ing US 95 south of Railroad Pass;
widening I-15 at the Union Pacific rail-
road spur crossing; building the Freeway
and Arterial System of Transportation
(FAST) traffic management center, resur-
facing and restriping Rancho Drive; and

Nevada Department of Transportation

building the Hoover Dam bypass. These
projects have been accelerated by taking
advantage of some of the lowest interest
rates ever for bonds. All this freeway work
is done while maintaining high levels of
traffic movement.

In addition, NDOT has started the plan-
ning and design process for projects to im-
prove State Route 160 (Blue Diamond
Road) from I-15 to Rainbow Boulevard,
widen I-15 northbound from Primm to Las
Vegas, eliminate the at-grade railroad
crossing on Craig Road in North Las
Vegas and widen I-15 from the Spaghetti
Bowl to Craig Road. 

To identify future transportation pro-
jects besides the I-515 corridor, NDOT is
currently studying other corridors on US
95 from Craig Road to Kyle Canyon
Road, I-15 from Sahara Avenue to the
Spaghetti Bowl (Project Neon) and I-15
from Tropicana Avenue to the Sloan
Road interchange.

NDOT also is working to allow local
governments to implement transportation
projects on freeways. These projects in-
clude the I-515/Auto Mall Drive inter-
change in Henderson, an overpass at
Elkhorn Road and US 95 and the I-15/Sil-
verado Ranch Boulevard interchange.

Nevada state and local transportation
agencies are performing better than our
peers across the nation. We have done so
while protecting the environment and en-
suring that air quality meets federally
mandated health standards. Even with all
of the state’s growth, a national report re-
cently noted that Nevada has the fourth
most cost-effective state highway program
in the country.

Internally, NDOT is also working to
be a more focused agency. Four main

by Jeff Fontaine, Director Nevada
Department of Transportation

Full Speed Ahead
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“What is the Nevada Department of Transportation doing to keep up
with the phenomenal growth in Nevada?”
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here’s an amazing new trend occur-
ring on the Web called “open-
source software.” Actually it’s not

all that new – the idea has been around
for awhile. What’s new is that it’s now
advanced to the level that you can fill
most, if not all of your needs in build-
ing a Website through open-source soft-
ware packages.

Why do you care?  Quite simply, be-
cause it’s free to use!

In the past, our company provided so-
lutions by developing custom programs.
Now, most of what we offer is services
to implement open-source packages. We
do this because we can provide 10 times
the functionality for a tenth of the cost,
and customers kind of like that.

It’s incredible what you can find.
There are packages that allow you to
maintain your entire Website with less
knowledge than it takes to learn MS
Word. You can add shopping carts,
newsletters, calendars, polls, online
help, discussion forums, photo galleries
and membership systems, and the list
just goes on and on. Thousands of open-
source packages and components are
available. These packages allow your
site to come alive and interact with your
customers, suppliers and staff.

A little background is in order as to
why so many programmers from around
the world are willing to give away the
fruits of their labor. Part of the reason in
creating open-source software is an un-
derlying philosophy that by making soft-

Spinning a New Web

ware open and allowing others to utilize
and improve it, that the software will
take on a life of its own and grow. More
features will be added, the quality im-
proved and the security strengthened.
This then benefits the entire developer
and business community. 

Another reason is that some program-
mers just don’t want to go through the
efforts of trying to package and sell their
creations. Still others do want to make a
profit, which they cleverly do by creat-
ing a solid package, giving it away to
quickly grow an installed base of poten-
tial customers, then offering their exper-
tise in support, training and other after-
market services, which is where they
make their profits. Yet another reason is
that there’s so much open-source soft-
ware available, many programmers just
create solutions to reciprocate for what
they’ve received. It’s a wondrous com-
munity out there. The most amazing part
is that this strategy is working, as can be
seen through its exponential growth.

So how do you, the business profes-
sional, employ these great solutions?
First, find Web development companies
that can demonstrate their use of open-
source programs in creating solutions.
Some companies only offer to install
packages, but look further. You’ll most
likely need some customization, inte-
gration, training and support services as
well. Second, define your needs. Look
around at your competitors’ Websites to
see what they’re doing. Brainstorm with
your staff. Create a “Utopia list.” Third,
shop and compare. Look at sample sites
each Web development company has
created. Do they provide high quality
designs? Are the sites easy to navigate?
How do you think the company will be
to work with? How well does each
available solution fit your business
needs and wants?

Open-source solutions are a great way
to go, especially for the budget con-
scious. You’ll be amazed at how much
you can get for your dollar.

Darryl Rubarth is the owner of
Exyst.com, a Carson City-based Web de-
velopment and hosting company provid-
ing solutions to the small business market
throughout Nevada and California.

by Darryl Rubarth

With Open-Source 
Software

T

http://www.nbj.com
http://www.hsnvlaw.com


68 January 2005

they enjoyed a registration advantage, but
were out-campaigned by Democrats.
Some campaign experts speculate that ag-
gressive Democratic get-out-the-vote ef-
forts linked to the highly competitive
presidential election resulted in strong
turnout for the Democrats that carried the
day in local races. 

While Democrats clearly strengthened
their position, Republicans did succeed in
keeping their ability to muster the one-
third minority they need to block new tax
increases, a victory that could prove moot
if additional taxes are not sought.

Another noteworthy aspect of the 2004
elections – albeit with a less direct impact
on the legislative process – were several
questions that appeared on this year’s bal-
lot. Three ballot questions to amend the
Nevada Constitution that were rejected by
voters would have had an impact on the
legislative process had they passed.

Questions Four and Five on this year’s
ballot were backed by trial lawyers. These
questions, while ostensibly on the ballot
to lower insurance rates and curb frivolous
lawsuits, were actually an attempt to pre-
vent or erase certain tort reform measures.
Despite the deceptive language of these
measures, which was designed to ensure
voter passage, the ballot questions failed.
Their failure obviated the need for busi-
ness interests to take some type of legisla-
tive action to counter these measures and
has brought some peace in the initiative
valley for this session and at least the next
season for gathering signatures. 

Question Two on this year’s ballot
would have, if approved by voters this
year and again in 2006, required Nevada
to raise per pupil K-12 education funding
to the national average. Most people fa-
miliar with the state budget agree this
measure would have been a disaster for
the state’s financial health – as did the ma-
jority of voters in November – as it would
have required a massive financial expen-
diture without a plan for how to pay for it.
Costs were estimated at the equivalent of
30 percent of our state budget. Had this
measure passed, it could have caused an-
other major tax battle to find the monies to
pay for this mandate. Some have speculat-
ed the teachers hoped to use the approval
of this measure as a tool for more funding
for salaries during the 2005 session, or
later in advance of the 2012 date in their

initiative. Nevada voters, however, failed
to approve the initiative, removing the
possibility that it could be used as a bar-
gaining chip or lever for tax confronta-
tions in the future. 

Question Three on this year’s ballot
strengthened medical malpractice tort re-
form measures previously enacted by the
Legislature in an attempt to stem the exo-
dus of doctors from the state caused by
prohibitive malpractice insurance rates.
With this measure passed by the voters
and becoming law, tort reform for health-
care will not be on the legislative agenda
for the first time in five years. 

Ballot Initiative Reform
Legislative reforms to the process by

which questions are placed on the ballot
may be proposed during the 2005 session.
Calls for such measures are in large part
due to fears about what could have hap-
pened had one or more of the failed ques-
tions described above passed. The decep-
tive nature of Questions Four and Five –
i.e., the wording of the questions making
it appear they were about frivolous law-
suits and insurance rates, when in reality
they were intended to achieve a different
purpose – has churned up support for
such reforms. 

Potential reform measures would likely
be designed to tighten up qualifications for
how a matter is added to the ballot, or pro-
hibit deceptive or misleading positioning
of ballot questions, requiring the propo-
nents to adequately and accurately explain
the true contents of the proposition and
limit each to only one subject, not multiple
hidden goals. It is quite possible that any
such measures, if supported within the
Legislature, would themselves have to be
approved by a vote of the people, as the
ballot initiative process is a right provided
to the people in the state Constitution, and
it cannot be overridden by statute.

Initiative reform measures are also
being considered due to recent court de-
cisions making it easier to qualify these
various measures for the ballot. These
decisions have increased concern among
many that Nevada could become like
California, where a number of initiatives
promoting the agendas of special interest
groups have been enacted through the
ballot and not through the deliberative
and more thorough process of the Legis-

lature. The passage of numerous initia-
tives, especially when they are change-
able only by public vote, can make it dif-
ficult for state government to function
efficiently and react to changing circum-
stances, and presents a real threat to
sound government. The challenge is to
keep this meaningful right of the public
to enact policy reforms, while ensuring
maximum integrity and thoughtfulness in
the initiative process. 

Taxes Redux 
Conventional wisdom, in large part due

to the revenue projections discussed
above, is that taxes will not be anywhere
near the focus they were in 2003. The fact
that the Assembly leadership has disman-
tled the Assembly Taxation Committee
appears to support this notion. Neverthe-
less, a few tax issues are likely to be the
subject of some discussion in 2005. 

Capping property taxes will likely oc-
cupy a fair amount of the Legislature’s
time in 2005, centering on the best way to
control spiraling increases in assessed val-
uation and stabilize to a 6 percent maxi-
mum a year. Skyrocketing home values,
particularly in Southern Nevada, Reno
and Lake Tahoe, are driving this issue.
The spike in assessed values means some
homeowners could potentially see their
tax bills double in the course of a year,
and elected officials are already hearing
anticipatory cries of protest from con-
stituents. One rumored solution to the
problem is the possible differentiation of
classes of property, with different tax rates
for each classification. This is something
that could potentially shift more of a tax
burden to businesses. This would likely
require a constitutional amendment, since
the Nevada Constitution requires a “uni-
form and equal” rate of taxation.

The intense conflict surrounding the tax
package in 2003 meant it was passed
without adequate public hearings to de-
fine problems in implementation and de-
sign, many of which were handled by reg-
ulations of the Nevada Tax Commission
through the interim. An omnibus cleanup
bill will have to be processed to fix issues
in definitions, application of taxes, practi-
cal and cost issues in compliance and en-
forcement. This bill will no doubt have the
full focus and attention of taxpayers in
Nevada to ensure its effects are merely to
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the tax battle is over for now, this does
not mean important decisions will not be
made during the 2005 session. Even in
years where revenues appear to be strong,
decisions made about the funding of cer-
tain programs have repercussions on fu-
ture budgets that have the potential to set
the scene for future tax battles. As al-
ways, it is important for Nevada’s busi-
ness community to keep apprised of de-
velopments in Carson City and to make
its many voices heard.

One thing is for certain, however. We
won’t be kept in suspense too long about
these issues. They all have to be an-
swered by the Nevada State Legislature
within the constitutionally-mandated
deadline of 120 days.

Authors Sam McMullen, George Ross and
Joe Cain are lobbyists with the McMullen
Strategic Group, a statewide government
affairs and strategic positioning firm rep-
resenting several business clients.  Sam
McMullen & Joe Cain are also attorneys
in the law firm of McMullen & Cain, a
general-practice law firm based in South-
ern Nevada.
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clarify process and solve problems from
last year. These include looking at the
$100 business registration fee to see if its
governmental costs can be reduced and
still retain its information-gathering and
tax fairness attributes.

In addition, however, there is speculation
that certain tax “fixes” may be proposed to
correct alleged inequities resulting from
hastily passed tax legislation in 2003. Such
rumors include tweaks to taxes imposed
specifically on financial institutions, which
banks believe unfairly single them out, as
well as potential modifications to the live
entertainment tax which has under-per-
formed its expectations based on being
broadened to include non-casino venues.
To the extent that any of these “fixes” re-
quire dollars to keep the budget even, the
requirement of a two-thirds vote in both
houses of the Legislature makes the
chances of such makeup revenues remote,
if not impossible, this coming session.

Growth & Infrastructure Issues 
The Assembly leadership has created a

new committee named Growth & Infra-
structure. The creation of this committee
clearly suggests leaders in the Assembly
intend to place significant focus on issues
relating to growth arising out of our state’s
continuing increases in population and in-
frastructure needs. This committee’s focus
matches that of a growth task force
formed by Clark County. It will focus its
attention on multiple issues such as how
to manage and direct growth, meet infra-
structure needs, and discuss the availabil-
ity and usage of land and water. Legisla-
tors will face the daunting task of trying to
preserve and enhance quality of life with-
out detrimentally impacting the revenues
necessary to solve the problems caused by
Nevada’s growth-dependent economy. 

One growth-related issue that manifests
itself as a rural-urban conflict is water.
Four years of drought in the Colorado
Rockies have strained the Colorado River
and Lake Mead resources Southern Neva-
da depends on and crystallized the need
for additional water from other resources
to guarantee its future. The quest to ag-
gressively look for additional water re-
sources in the deep-water aquifers of rural
Nevada has gained support as a priority
solution for water shortages and future in-
dependence in water needs. Whether rural

interests will attempt to stop attempts to
secure additional water resources for the
South, and whether they would be able to
succeed against the economic and politi-
cal might arrayed against them, will be
questions that may have to be answered
this session.

Other Business Issues
The Legislature will of course tackle a

wide variety of other issues important to
Nevada businesses. Among the more note-
worthy are various measures relating to
the escalating costs of healthcare cover-
age, the availability and affordability of
insurance, and possible efforts to continue
to stem the costs of construction defect lit-
igation cases, which threaten the health of
the construction industry and further con-
tribute to the rising costs of housing. 

Important Decisions Ahead
Many people involved with the Nevada

Legislature have expressed their hope that
the bitterness of the 2003 sessions will
not be resurrected when the gavel strikes
on February 7, 2004, marking the begin-
ning of the 2005 regular session. Even if

http://www.eqtitlenev.com
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Business Indicators
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evada remains atop the list of
states with favorable economic
performance. Gauging perfor-

mance by the utilization of labor re-
sources, one would be hard pressed to
envision a better situation. Nevada’s
unemployment rate for October dipped
to 3.4 percent, well within the desired
range. Despite the good news for the
Silver State, the U.S. unemployment
rate holds at 5.5 percent, leaving ques-
tions about U.S. job losses, layoffs, dis-
placement and downsizing. In short,
not all areas of the U.S. are doing as
well as Nevada, and those looking for
employment have a greater opportunity
in Nevada’s labor market.

The most recent recession (2001) was
different. The U.S. economy continued
to shed jobs well past the beginning of
economic recovery. The recession and
the “cocooning effect” after 9/11
slowed the Nevada economy, but after a
longer-than-usual period for a rebound,
the prospects of economic opportunity
returned. The expansion in Nevada is at
a faster pace than elsewhere. As a re-
sult, construction employment as a per-
centage of total employment has
reached 10.1, 10.6, and 9.6 percent, for
Nevada, Clark County and Washoe
County respectively, compared with 6.5
percent for the U.S. All in all, spending
and employment in Nevada have been
favorable and the prospects remain
bright for 2005.

Predictions for the U.S. economy in
the year ahead are less optimistic than
for the Nevada economy. National labor
markets have been slow to improve,
and although better employment rates
are expected, they will probably not be
sufficient to return conditions to the
levels of the late 1990s. In addition, the
U.S. balance-of-trade deficits have
passed $50 billion a month, signaling
weakness for the dollar in currency mar-
kets. Still, these challenges should not
prove a sufficient problem to halt the
current U.S. expansion. Indeed, the
prospects for 2005 call for continued
growth for the nation as a whole, but
not on as robust a scale as in Nevada.

R. Keith Schwer
UNLV Center for Business and 
Economic Research
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