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The Honorable Jim Gibbons 

Office of the Governor 

101 North Carson Street 

Carson City, NV 89701 

 

Dear Governor Gibbons, 

 

In this second report of the SAGE Commission we are pleased to be able to offer 

eight new recommendations for your consideration. 

 

The four key recommendations in this report center on pension and benefit pro-

grams for our state employees. In considering all of the available information, 

the staff and Commissioners generally agreed that the salaries paid to Nevada 

state employees are similar to equivalent positions in the private sector. This is, 

of course, a generalization because not all positions have private sector equiva-

lents. However, in a broad overview, our state employees are fairly paid. 

 

However, when we examined employee benefits offered to state employees, 

the staff and Commissioners generally agreed that they exceeded the Nevada 

private sector and most other states by a wide margin. Therefore, four of our 

attached recommendations deal with bringing the State’s employee benefits 

programs more in line with the private sector so that both salaries and benefits 

are balanced. No one that testified on these issues before the Commission was 

able to offer a convincing reason why, save for our police, fire-fighters and uni-

versity faculty, that state employees should have better and more expensive 

benefits than their private sector brethren. For the most part, this involves re-

ducing benefits for new hires, existing employees and retired employees. 

Continued 
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All of our Commissioners expressed concern about the impact our recommendations would 

have but agreed that the State could no longer afford to offer such generous benefits. Recom-

mendations 13 and 15 involving the Public Employee Retirement System (PERS) were adopted 

unanimously by the Commission. More difficult were the Commission’s recommendations 12 

and 14 regarding the Public Employee Benefits Program (PEBP) which received majority, but 

not unanimous, votes for adoption. Some Commissioners were unwilling to support the in-

crease in health insurance premiums for existing and retired employees. All Commissioners 

concurred, however, that a method of indexing should be created in regard to existing and  

retired employees to minimize the impact of increases on lower paid employees and those with 

smaller pensions. 

 

The other recommendations are self-evident. We would like to call your special attention to 

Recommendation 17, which advocates for the creation of a Nevada Sunset Commission, pat-

terned in part after the successful Texas Sunset Commission. Having the Executive and Legisla-

tive branches periodically reassess every agency and major program to make certain it still 

meets its originally intended goals is good business practice, seldom followed by governments. 

This would help ensure an ongoing streamlining of Nevada State government. 

 

The Commission’s staff, in partnership with University of Nevada, Reno, has completed its  

survey of all Executive branch employees and is currently preparing the results for presentation 

to the SAGE Commission at our January meeting. 

 

Please let us know if we can assist in any way in interpreting or implementing any of our  

Recommendations. 

 

Sincerely, 

 

                 

                Bruce R. James 

                            Chairman 
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Recommendation #12 
 

Over two years, beginning July 1, 2009, bring the State Public Employee Benefits 

Program (PEBP) health care subsidy for active Nevada employees and their de-

pendents into approximate parity with those provided to their employees by Ne-

vada private sector employers. 
 

Issue:  
The cost of health insurance is shared between employer and employee in most public and private sector enterprises.  

Nevada’s employee health care subsidies are established by the Legislature each biennium. They have exceeded those 

of some Nevada private sector employers and those in some other states.  To establish fairness and promote competi-

tiveness between Nevada’s public and private sectors, these subsidies should be adjusted every two years based on a 

statistically valid survey of private sector employer health care subsidy practices. 
 

Start-Up Cost Estimate:  Undetermined 
 

Savings/Enhanced Revenue Estimates:  1 Year: $20.2 Million 

 5-Year: $322.7 Million 

 

Explanation: 
Over 26,000 active State employees and their dependents currently participate in some form of State PEBP health 

care insurance.  These plans offer a variety of choices to employees and include benefits similar to those offered by 

Nevada’s private sector employers   The difference is that over a number of years, private sector employees have ap-

parently been absorbing an increasing part of the cost of health insurance while the current State share of these costs 

is 95-100% for active employees and 85% for their dependents.  The result is that a State employee’s average 

monthly contribution for health insurance in 2009 is zero to $28 and between $62 and $194 for dependent coverage 

for a family of four.  An employee of a major Las Vegas employer in 2009 will pay $104 and $323 for approximately 

the same insurance.  This proposal envisions establishing State subsidies based on valid comparisons to those paid by 

Nevada’s private sector employers of over 100 employees to determine a mean average private sector subsidy for all 

types of health insurance.  State subsidies would then be brought to within five percent of this mean in two steps, on 

July 1, 2009 and July 1, 2010, to cushion the impact on State employees.  State employee subsidies would be adjusted 

up or down each two years based on subsequent surveys of private sector employers.  PEBP staff could also establish 

a base salary threshold below which the maximum employee share paid for active employee coverage and for de-

pendent coverage would be fixed at specific percentages of the actual cost of the coverage. 

 

The cost factors shown provide an illustrative example of the impact on the State’s fiscal situation of subsidy reduc-

tions expected from this recommendation. 
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Recommendation #13 
 

Modify retirement benefits for Public Employee Retirement System (PERS) 

members first employed on or after July 1, 2009.  
 

 

Issue:  
The cost of the PERS as it currently exists represents a significant financial obligation to both state and local govern-

ments in Nevada.  The cost of fully funding that system is currently estimated to be $6.3 billion. That cost can be re-

duced while maintaining an acceptable level of retirement security for Nevada’s public employees hired on or after 

July 1, 2009. 
 

Start-Up Cost Estimate:  None Identified 
 

Savings/Enhanced Revenue Estimate: 5-Year: Approximately $100 Million 
 

 

Explanation: 
The proposed retirement plan modifications are as follows, and would apply prospectively to all employees hired on 

or after July 1, 2009: 

 

1.  Redefine “compensation” for purposes of benefit calculations to base pay only. 

 

2.  Change final average salary definition from average of three consecutive highest years to average of five consecu-

tive highest years. 

 

3.  Establish compensation cap at 10% per year for five consecutive highest years for purposes of benefit calculation 

only. 

 

4. The cost of purchasing years of service should be reviewed every biennium and priced to cover the full actuarial 

cost of the benefits purchased. 

 

5. Impose a moratorium on PERS benefit enhancements until the plan is actuarially fully funded for three consecu-

tive years and can continue to be actuarially fully funded; and sunset any enhancements so approved in ten years. 

 

6.  Eliminate retirement at any age with prescribed number of years of service and establish a minimum retirement 

age of 60. A reduced benefit would be paid at any age after 35 years of service. 

 

7. Reduce the retirement multiplier from the current 2.67 to 2.15. 

 

Items 6 and 7 should not be applied to police and fire members. That issue should be studied separately. 

 

In addition, the Governor or Legislature should conduct an interim study and make recommendations to the 2011 

Legislature for additional changes to the system, if appropriate. 
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Recommendation #14  
 

Eliminate all State Public Employee Benefit Program (PEBP) subsidies for any-

one who retires after July 1, 2009.  Reduce existing subsidies for all plans for all 

currently retired State employees by twenty-five percent beginning July 1, 2009, 

and to a total reduction of fifty percent of existing subsidies beginning July 1, 

2010.  Eliminate all PEBP subsidies for all Medicare eligible retirees effective 

July 1, 2009.   
 

Issue:  
Nevada’s employee health care subsidies are established by the Legislature each biennium. Over 7,800 re-

tirees currently participate in some form of State PEBP health care insurance.  This number is expected to 

rise to 8,200 by 2011, and rapidly increase thereafter, as over 43 percent of current State employees are eli-

gible to retire within 10 years.  Unlike retirees from most private sector employment and many states, Ne-

vada retirees currently receive generous PEBP health care subsidies. 
 

Start-Up Cost Estimate:  None 

 

Savings/Enhanced Revenue Estimates:  1 Year: $23.6 Million 

 5-Year:  $156.8 Million 

Explanation: 
This proposal would eliminate all State PEBP subsidies for anyone who retires after July 1, 2009.   These 

retirees would remain eligible to participate in PEBP, but would pay 100 percent of benefit costs. This pro-

posal also envisages reducing State PEBP subsidies by twenty-five percent for all current retirees who are 

not eligible for Medicare, beginning on July 1, 2009, and to a total reduction of fifty percent of existing sub-

sidies beginning July 1, 2010.   Currently, these subsidies range between $356 and $696 per month at a cost 

to the State of $40 million per year. The expectation is that elimination of this subsidy will cause some re-

tirement eligible State employees to retire before July 1, 2009, in order to qualify for this reduced subsidy.  

PEBP staff could also establish a retiree pension threshold below which the maximum retiree share paid for 

retiree coverage and for dependent coverage would be fixed at specific percentages of the actual cost of the 

coverage. 
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Recommendation #15 
 

Modify retirement benefits for all Public Employee Retirement System (PERS) 

members effective July 1, 2009, if legally permissible.  
 

Issue:  
The cost of the PERS as it currently exists represents a significant financial obligation to both state and lo-

cal governments in Nevada.  The cost of fully funding that system is currently estimated to be $6.3 billion. 

That cost can be reduced while maintaining an acceptable level of retirement security for Nevada’s public 

employees. 
 

 

Start-Up Cost Estimate:  None Identified 
 

Savings/Enhanced Revenue Estimate:  No estimates are available at this time. The savings 

   estimates require actuarial calculations that can be 

  performed by the PERS actuarial consultants, if the 

  PERS Board directs. 
 

Explanation: 
The proposed retirement plan modifications are as follows, and would apply to all PERS members, if le-

gally permissible: 

 

1. The cost of purchasing years of service should be reviewed every biennium and priced to cover the full 

 actuarial cost of the benefits purchased. 

 

2. Impose a moratorium on PERS benefit enhancements until the plan is actuarially fully funded for three 

consecutive years and can continue to be actuarially fully funded, and sunset any enhancements so ap-

proved in ten years. 

 

In addition, the Governor or Legislature should conduct an interim study and make recommendations to the 

2011 Legislature for additional changes to the system, if appropriate. 
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Recommendation #16 
 

The Senior Citizens Property Tax Assistance Program should be administered 

and fully funded by the various counties within the State of Nevada.  The coun-

ties actually collect property tax with the majority of revenue being distributed 

to governmental entities within a county, so any rebate should be funded at that 

level.  
 

Issue:  
Although property taxes throughout the State are assessed and collected by counties, the Senior Citizens’ 

Property Tax Rebate Program is currently administered by the State Department of Health and Human Ser-

vices and the rebates to over 14,000 eligible homeowners and renters are paid from State General Fund 

revenues. This program was originally created by the 1973 Legislature. This was done in response to an in-

terim study conducted by the Legislative Commission and published in December 1972. The title of the 

study is “Senior Citizens Tax Relief Study” and the findings included the following: 1) Many senior citizens 

of this state are carrying an excessive property tax burden, which is disproportionate to their relatively fixed 

and limited income; 2) To lessen this burden, tax assistance legislation should be enacted; and 11) The pro-

gram of assistance should be financed by the State. 

 

Finding 11 was probably made because at that time the state was a major direct recipient of property tax 

revenue. Since that changed as a result of the so-called tax shift in the early 1980s, the funding of the pro-

gram should be changed. 
 

Start-Up Cost Estimate:  Unknown  

 

Savings/Enhanced Revenue Estimates: 1-Year: $5,900,000 

 5-Year: $30,000,000 

Explanation: 
The Nevada Association of Counties, along with Clark and Washoe Counties, are on record as opposing 

transfer of the fiscal responsibility for this program to the State’s county governments.  There is less opposi-

tion to accepting responsibility for its administration only.  However, the State’s counties assess and collect 

all property taxes throughout the State under existing law.  Only seventeen cents per one hundred dollars 

assessed valuation of those collected property taxes are provided to the State.   These State funds are re-

served entirely to provide bonding capacity for the State’s Capital Improvements Programs and administra-

tion of those programs by the State Public Works Board.  None of this money is currently available to 

“refund” property taxes to eligible senior citizens.  Meanwhile, Washoe County’s general fund, for exam-

ple, is allocated over $1.30 per hundred dollars assessed valuation collected from County property owners.  

Some of that money is collected from the same senior citizens who are eligible to receive rebates and some 

is collected from the landlords of senior citizen renters who are similarly eligible for rebates.  Paying such 

rebates from State General Fund revenues, administered by State Health and Human Services Department 

employees, also paid by State General Fund revenues, is anachronistic at best and should be revised to re-

flect current fiscal and administrative realities.     



Nevada SAGE Commission, 90-Day Report to the Governor, Recommendations Page  7 

December 30, 2008   

Recommendation #17  
 

Create a statutory Evaluation and Sunset Commission of not to exceed eleven  

members, three appointed by the governor, one from his administrative staff and 

two public members, and a total of eight appointed by majority and minority  

leaders of each house of the legislature from members of their respective bodies.  

This commission would make recommendations concerning statutorily created 

state agencies, boards and commissions regarding duplication of efforts, efficien-

cies to be achieved and potential elimination of functions.  It would also recom-

mend possible elimination, modification or continuance of all statutory tax exemp-

tions, abatements and earmarks.  The commission would present its findings to the  

Governor and Legislative Commission annually. 
 

Issue:  

While standard legislative oversight is concerned with agency or commission compliance with legislative 

policies, Sunset asks a more basic question: Do the agency's functions and statutory tax exemptions, tax 

abatements or tax earmarks continue to be needed?  This proposal would create a unique opportunity for the 

Governor and Legislature to look closely at each agency, commission or board and make fundamental 

changes to an agency’s, commission’s or board’s mission or operations if needed.  In addition, it offers the 

opportunity for a planned review to determine the appropriateness of statutory tax exemptions, tax abate-

ment or tax earmarks. 
 

Start-Up Cost Estimate:  Unknown 
 

Savings/Enhanced Revenue Estimate:  Unknown 
 

Explanation: 
Sunset is the regular assessment of the need for any non-constitutionally mandated state agencies, commis-

sions, statutory tax exemptions, tax abatements or earmarks to exist.  The State needs a formal process and 

structure to review on a rotating basis every 10 years the requirement for, as well as the policies and pro-

grams of, those state agencies and commissions not created by the constitution; to find duplication of other 

public services or programs; to improve each agency's operations and activities; to examine all statutory tax 

exemptions, tax abatements and tax earmarks and to evaluate the economic, financial and environmental 

benefits associated with these public policies.  In most cases, agencies, commissions, tax exemptions, tax 

abatements and tax earmarks under Sunset review are automatically abolished unless legislation is enacted 

to continue them. The commission would schedule, not less than every 10 years, a review of state agencies, 

boards and commissions to review activities in accordance with their mission and/or purpose; for duplica-

tion with other public services and programs; and for potential ways to improve or modify their operations. 

The Commission would seek public input through hearings on every agency or commission and every statu-

tory tax exemption, tax abatement or earmark under Sunset review and recommend actions on each to the 

full Legislature. While there is no precise way to estimate Commission expenditures, savings or enhanced 

revenues to be achieved in Nevada through this proposal, the comparable Texas Sunset Commission experi-

ence over 25 years there has yielded significant revenue savings through the process.  
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Recommendation #18  
 

All state agencies should review the fees charged for services to ensure the fees 

cover the costs of providing the services. Fees and costs should be reviewed 

every two years. 

 

Issue:  
There are agency budget accounts for programs that provide services that contain General Fund  

appropriations as well as authority to receive fees from those to whom the services are provided. 

 

 

Start-Up Cost Estimate:  None 
 

Savings/Enhanced Revenue Estimate: 1-Year $1 Million+ 
 

 5-Year $5 Million+ 

 

Explanation: 
An example of this is Consumer Health Protection within the Health Division of Health & Human Services, 

which provides regulatory services for areas such as radiological devices (x-ray machines), food establish-

ment inspections and permitting, solid waste disposal, and so on.  For Fiscal 2009 this program has a Gen-

eral Fund appropriation of $1.077 million. Fee income to this program is $1.632 million.  Therefore, the 

general public is funding over a third of the cost of services provided to a specific segment of the commu-

nity. 

 

Fees established to cover the actual costs of the services provided by other programs are also, in many 

cases, inadequate. This results in all taxpayers funding part of the cost of a service provided to a very small 

segment of the community.  Unless public policy dictates otherwise, fees should be set to cover the actual 

cost of the service. 

 

Fees should not exceed the actual cost of the service, including reasonable administrative expenses. If fees 

produce excess revenue, the amount of the fees should be reduced rather than used for other governmental 

purposes. 
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Recommendation #19  
 

The State should conduct a detailed inventory of all State-owned real estate and buildings 

along with a portfolio optimization review of all leased facilities.  An appointed task force 

should then evaluate the uses for all State owned property and appurtenant water rights, 

including Nevada System of Higher Education and NDOT real estate holdings, to deter-

mine the revenue producing potential of disposing of, leasing, trading, sale-leaseback or  

development opportunities by way of public/private partnerships.  Such development might 

be financed by private equity and debt, tax exempt Certificates of Participation or other  

alternative means. 
 

Issue: 
The State owns surplus real estate that has been acquired for right of way, project expansion or held as a result of previ-

ous transactions.  The State also leases 1.5 million square feet of space in 212 leases at an annual cost of $28 million.  

While the State owns and operates multiple developed real estate properties through various agencies, State real estate 

operations are now managed by separate entities, including the Public Works Board, Buildings and Grounds and State 

Lands Divisions, along with others both in and outside the Executive Branch.  

 

Start-Up Cost Estimate:  None Identified 

Savings/Enhanced Revenue Estimate:  Available upon completion of Inventory 

 

Explanation: 
The US Office of Management and Budget recommends conducting a detailed review of State-owned real property to 

distinguish performing from non-performing real estate assets.  To date, a minimum of fifteen states has conducted such 

reviews.  The results of such review and subsequent implementation of a well conceived real estate strategy can include 

elimination of unneeded assets consistent with their current market value, improving the condition of mission critical 

assets, management of mission critical assets at appropriate costs and maximum utilization of retained real property.  

Under-utilized properties can be disposed of by lease, sale, sale-leaseback or used in trade with private sector developers 

for public private partnership on other sites and/or incorporation of assets not essential for State ownership but proper for 

State use.  Potential income from such operations is millions of dollars.  
 

Nevada has a good start on assembling this inventory with data available from the State Lands Division and from the 

Capitol Complex and Las Vegas Master Plans prepared in 2002 and 2005, respectively.  It is now appropriate to add va-

cant property and to perform a comprehensive analysis of State leased space to consolidate operations, eliminate redun-

dancies and inefficiencies and to take advantage of State purchasing power and current market conditions.  Annual hold-

ing costs, potential revenues available through sale, trade, lease, or development should be identified and specific recom-

mendations provided to the 2011 Legislature, pursuant to appropriate authorizations by the 2009 Legislature. 
 

Private sector consultants assisted the State with previous master planning efforts and should be considered for these 

activities as well, because the State does not have sufficient internal resources to conduct these inventories and evalua-

tions.  The State of Virginia, for example, engaged a nationally known commercial real estate company for an opera-

tional review of its real property assets, involving 520,000 acres of land, 11,000 owned buildings and 1,350 active 

leases.  The developed plan focused on consolidating and co-locating agencies into owned and long term leased facili-

ties.  It consolidated real estate authority under a single organization responsible for providing and managing all space to 

all state agencies, allowing Virginia to leverage its buying power as landlord and tenant.  Improved and more cost effec-

tive facilities management services levels were included and estimated savings over ten years from these recommenda-

tions were $70 million.  Such companies may be willing to perform similar services for Nevada for minimal up front 

costs through contract arrangements which include fee schedules for the sale or lease of any State real estate assets con-

sistent with identified State needs.   
 


