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for Respondents J. Robert Anderson; Barbara Frederic; Larry & Maryanne
B. Ingemanson Trust; Paul A. Levy Family Trust; Todd Lowe; and V Park,
LLC.

BEFORE THE COURT EN BANC.!

OPINION

By the Court, HARDESTY, J.:
These consolidated appeals arise from the same central

conflict over property tax valuation that we addressed in State, Board of

Equalization v. Bakst.? In Bakst, several taxpayers challenged the

Washoe County Assessor’s use of certain appraisal methods to establish
the taxable values of their properties for the 2003-2004 tax year. The
district court, and later this court, determined that the Assessor’s methods
were unconstitutional and ordered the taxpayers’ properties’ taxable
values rolled back to the 2002-2003 tax year levels.?

Meanwhile, several Incline Village and Crystal Bay area
property owners in Washoe County, including many of the taxpayers
involved in the Bakst litigation, administratively challenged the Washoe
County Assessor’s assessments for the subsequent tax year, 2004-2005.
Both the Washoe County and State Boards of Equalization denied the

Taxpayers relief, and the Taxpayers petitioned the district court for

I'The Honorable Nancy M. Saitta, Justice, did not participate in the
decision of this matter.

2122 Nev. 1403, 148 P.3d 717 (2006).
3]d. at 1416-17, 148 P.3d at 726.
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judicial review. The district court determined that the Taxpayers’
petitions for judicial review presented issues that were factually identical
to the issues in Bakst, which at that point had been decided at the district
court level and was pending appellate review. As a consequence, the
district court granted their petitions and rolled back their properties’
2004-2005 taxable values to the 2002-2003 rates, as was done to the prior
year’s values in Bakst. These consolidated appeals from the district
court’s orders regarding the 2004-2005 tax year followed.

In resolving these appeals we, like the district court, conclude
that nothing significant distinguishes these cases, factually or legally,
from Bakst. The State and County appellants nevertheless contend that,
even if unconstitutional methods were used to determine the respondent
Taxpayers’ properties taxable values, we should reverse the district court
orders granting the petitions for judicial review because the Taxpayers
failed to prove that their properties’ 2004-2005 taxable values exceeded
their full cash values. That position, however, disregards a taxpayer’s
right to a uniform and equal rate of assessment and taxation, which is
guaranteed by Article 10, Section 1 of the Nevada Constitution. We
conclude, as we stated in Bakst, that a property value determined using
unconstitutional, nonuniform methods is necessarily unjust and
inequitable. Thus, because the methods used to value a taxpayer’s
property are a material consideration in determining whether the property
was justly and equitably valued, a taxpayer may challenge an assessment
based on the use of unconstitutional methods even if the assessment does
not exceed full cash value. Since the Taxpayers here properly challenged
their assessments and demonstrated that those assessments were based

on unconstitutional methods, we affirm the district court’s orders.
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FACTUAL AND PROCEDURAL BACKGROUND

In assessing property for tax purposes, county assessors must

determine the property’s “taxable value”® by separately appraising the
“full cash value” of improved land consistently with the use of the
improvements, and the replacement cost of any improvements, less
depreciation and obsolescence.’ The taxable value must not exceed the
entire property’s “full cash value.”¢ Then, assessors calculate 35 percent of
the taxable value to establish the property’s “assessed value,” the amount
on which property taxes are ultimately based.”

By statute, assessors are required to determine taxable value
by physically reappraising properties at least once every five years.®
Appellant the Washoe County Assessor last physically reappraised
properties located in Incline Village and Crystal Bay in 2002, to establish
their values for the 2003-2004 tax year.? In appraising the properties, the
Assessor used a “sales comparison approach” to value the land. Thus, to
arrive at the taxable value for the subject land, the Assessor relied on

sales prices of properties in the surrounding area, adjusting the sales

4ANRS 361.260(1).
SNRS 361.227(1).
SNRS 361.227(5).

"NRS 361.225 (“All property subject to taxation must be assessed at
35 percent of its taxable value.”).

SNRS 361.260(6).

9State, Bd. of Equalization v. Bakst, 122 Nev. 1403, 1405, 148 P.3d
717, 719 (2006).
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prices of those properties and the subject land’s valuation based on the
properties’ comparable views, beachfront qualities, times of sale, and
planned uses.

Pursuant to several taxpayer challenges, we reviewed the
Assessor’'s 2003-2004 Incline Village and Crystal Bay assessments in
Bakst. Our review led to the conclusion that the methods the Assessor
used to adjust the comparable sales prices were unconstitutional because
they had not been established or approved by the Nevada Tax Commaission
and varied from the methods used in other parts of Washoe County and
throughout the State.l0 Accordingly, we rolled back the properties’ taxable
values to the 2002-2003 tax year rates.!!

While the Bakst case was proceeding through the various
stages of review, the Assessor assessed property taxes in Washoe County
for the next tax year, 2004-2005, which is at issue here. The 2004-2005
tax year was a factoring year for the Incline Village and Crystal Bay area,
meaning that the Assessor was not compelled to physically reappraise
each property’s value. If the Assessor did not reappraise a property, he
was required by statute to determine the property’s current assessed value
by multiplying the prior year’s assessed value by a factor for any
improvements, developed by the Tax Commission, and a factor for land,

developed by the Assessor and approved by the Tax Commission.!2

10]d. at 1416, 148 P.3d at 726.
114,

2NRS 361.260(5)(b). NRS 361.260(5)(a) sets forth a different
method for determining assessed value in a nonreappraisal year, but that
method also requires the Assessor to apply a factor.




No statute or regulation governs the factors’ development,
except for a statute requiring that the land factor chosen result in a
median assessed-value to taxable-value ratio between 30 and 35 percent.!3
Apparently, the land factor for the Incline Village and Crystal Bay area for
the 2004-2005 tax year was 1.0, and the improvements factor was 1.00962.
According to the Assessor, to establish the assessed values for 2004-2005,
he multiplied the 2003-2004 assessed values by the above factors,
resulting in a slight increase in total assessed value for each property in
2004-2005. In certain instances, however, the record demonstrates that
the Assessor visited the properties and established valuations for 2004-
2005 by altering his previous classification of the property’s view or beach
quality.

Arguing that the Assessor wused wunconstitutional and
unauthorized methodologies in determining the 2004-2005 values of their
properties, respondents, who comprise 35 Incline Village and Crystal Bay
area taxpayers, administratively challenged their 2004-2005 property
taxes. In responding to the Taxpayers’ challenges, the Assessor did not
rely on any explanation of factoring to justify his 2004-2005 assessments,
but instead presented an analysis of comparable sales establishing that
the properties’ taxable values for 2004-2005 did not exceed their full cash
values. The analysis of comparable sales in each case used at least one of
the methods that this court declared unconstitutional in Bakst.

Although the Washoe County Board of Equalization and

appellant the State Board of Equalization granted reductions to some of

13NRS 361.260(5)(b).
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the Taxpayers based on the physical characteristics of their properties, the
Boards summarily rejected the Taxpayers’ argument that the Assessor’s
methodologies were unconstitutional and did not reduce property values
on that ground. The State Board rejected the Taxpayers’ argument that
the Assessor’s methods were unconstitutional because those methods had
been challenged during the previous year’s administrative appeals, and
therein, it had determined that the methods were constitutional. The
State Board also rejected the Taxpayers argument that the Assessor’s
methods were prohibited by regulations adopted by the Nevada Tax
Commission in August 2004, agreeing with the Assessor that the 2004
permanent regulations were irrelevant in these cases because they did not
apply retroactively. Then, determining that the properties’ 2004-2005
taxable values did not exceed their full cash values, the Boards each
concluded that the properties’ valuations were just and affirmed the
Assessor’s values.

After the State Board denied the Taxpayers relief, they filed
petitions for judicial review in the district court. Before the district court,
in addition to asserting that the 2004-2005 assessments were based on
invalid valuation methods, the Taxpayers argued that the State Board
failed in its duty to equalize taxable values statewide. Although the State
Board disagreed with the Taxpayers’ request for equalization in the
context of their petitions for judicial review, it and the Assessor ultimately
agreed that the court should remand the matter to the State Board so that
it could create a record regarding its equalization process.

The State Board considered the remanded issue at its next
scheduled hearing in March 2006. The transcript of the State Board

hearing reflects, however, that the State Board appeared uncertain about
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how to equalize property values, the scope of its duty to equalize, or how to
resolve potenfial conflicts between its and the Tax Commission’s property
value determinations. The Department of Taxation contended that the
duty to equalize statewide was accomplished through the Department’s
ratio studies and review of county assessors’ methodologies and work
product and, thus, the State Board had no independent duty or power to
engage in equalization. The Taxpayers, however, argued that the State
Board had both a statutory duty and the authority to equalize property
values statewide. After also hearing from the public, the Assessor, and a
Deputy Attorney General, the State Board concluded that it needed more
time to consider the remanded issue and continued the matter, without
responding to the district court’s remand order.

Frustrated by the delay, the Taxpayers requested that the
district court rescind the remand. The district court then entered its final
judgment in these cases. The district court found that the taxes assessed
in the Incline Village and Crystal Bay area for the 2004-2005 tax year
were not just or equitable because they were based on methods declared
unconstitutional in the district court’s Bakst decision. The court ordered
the assessment and levy of taxes for 2004-2005 voided and directed that
the Taxpayers receive a refund of taxes paid in excess of those that would
have been due if the 2002-2003 assessed values had been used for the
2004-2005 tax year, plus six percent annual interest. The State Board,
the Tax Commission, the Nevada Department of Taxation, Washoe

County, and the Assessor now appeal.

DISCUSSION

When considering an appeal from a district court order

granting judicial review of a State Board decision, we stand in the same
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