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The 22nd meeting of the Senate COBIDittee on Federal, State, and 
Local Governmeota waa called to order at 1:05 p.m. on Wednesday. 
March 15, 1967, by Chairman Gibeon. 

All coamittee members were preaent. 

Also preeent were: Senator B. Mahlon Brown 
Senator M. J. Christensen 
Mr. Ruaa McDonald, Legielative Counsel 
Mr. Ivan P. ttpat 0 Head, Administrator, 

Colorado River Conaiaaion of Nevada, 
Laa Vegas 

Four pereona who did not participate in 
the diacU8siona 

The Chairman told Mr. Head that the committee bad queationa to 
aak him about the Colorado River Counisaion billa, Senate Bills 
Noa, 303 and 305, particularly with respect to feneral obligation 
bonda. Mr. Head distributed to the members cop ea of a letter 
dated March 14, 1967 (copy attached to these minutes), which he 
aaid be bad tbia day (March 15) aul,mitted to Governor Laxalt. 
Mr. Head aaid be and CRC counsel, Mr. Robert Jones, had prepared 
the letter jointly. He read the letter aloud to the coadttee. 
lengthy diacuaaion followed aa to the debt limit, the nature and 
extent of the atate'• obligation• under varioua types of bonds 
that might be iaaued, and about the preaent atatua of contracts 
with the federal government and water uaera (none signed yet, but 
CRC baa approved as to form). The Chairman a•ked Mr. Head to 
furniah the committee with copies of the pr'?Poaed confracta. He 
sald he wouta. 
Senator Brown, upon being asked if he bad queationa, said he re
lied on the CRC to do what is right for the State of Nevada. He 
then comented that the State abould not abut out the poaaibility 
of accompliabment of the project by private indu1try. He said 
that when the CRC, about a year ago, thought the federal govern
ment waa delaying in funding the project, they invited bida 
throughout the country, and came up with two or three proposals 
from responaible firms. Two of these firu, International 
Utilities and Morriaon-KDudaen, came in at considerable expense 
to bid on thia work laat year, on a private financing deal, in 
aae the federal government didn't come up with funda. Bida were 
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submitted by both these large groupa, for a definite amount. 
Both bids provided for a package deal that would include the 
treatment plant and in which they would do the entire project, 
bond it, and carry it to completion. Deapite these bida, the 
CRC felt there wae a good chance the federal government would 
provide the money, and they got $1 million (later cut to $500,000) 
appropriated for the preliminary engineering. The President•• 
measage to Coagreaa indicates be bas included eome $6 million 
for the firat eta.ge of the project, with a program for budget-
ing continuing appropriations through the fiacal year 1971. It 
will not be known until thia suumer or early fall whether the 
$>\ million will be appropriated. The rate of interest on these 
funds ta 3\%. Senator Brown's concern waa that reaponaible pri
vate induetry is ready to proceed immediately, at whatever 
interest rate the current money market calla for, and, further, 
that if Nevada doea not use the water, the •tate will have 
California, Arizona, and New Mexico trying to uae the water. 

Mr. Head stated that the CRC did not ask for the proposals as 
aucb; that the proposals were submitted to the CRC at the re
quest of the two firm1. He said both proposals were good; that 
the Morrison-Knudsen proposal was eapecially food; that the CRC 
had told both groups the CRC was under an obl gation to do the 
beat it could for the beat benefit of Nevada; that they would 
go ahead and aee if the federal government, which offered a 
low interest rate, would go along, and if it would not, the 
CRC would "go private". He aaid the C&C bad not aaid no to 
anyone, that the two finu could "atill sit in the wings and 
watch0

• 

Further diacuaaioa ensued, on federal budgeting practices and 
on intere1t rate• (both federal and current market rates). 
Mr. McDonald and Mr. Head then left the meeting (at 1:55 p.m.). 

The committee acted aa follows on the two CRC billa: 

S,B,. 305: Authorize• the Colorado River commission of Nevada 
on Nbalf of the state to acquire water facilities 
and to iaaue aecuritiea therefor. Introduced by 
Clark County Delegation. 

OISPOSITION: Senator Monroe moved that the committee 
/_p_d the bill to increase the total authority to 

$52 million and to eliminate 1ubparagraph (a) on 
liaea 3 and 4, page 3. Senator Hecht aeconded. Die 
motion paa1ed unanimoualy. 

S,B. 303: Authorizes Colorado River Commis•ion to construct 
and operate water aervice facilities. Introduced 
by Clark COUPty Delegati011. 
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Mr. }k;Donald bad commented during the diacuaaiona 
at this meeting that thia bill could be ta.bled. 

DISPOSIJl.ON: Senator Youog moved that the bill 
be held'tn committee; Senator Bunker seconded; 
passed unaniinousiy. 

The meeting adjourned at 2:00 p.m. 

Respectfully aubmitted. 

I certify that the foregoing minute• are correct. 

Senator James I. Gibson 
Chairman 
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COLORADO RIVER COMMISSION 
OF NEVADA 

P.O. Box 1748 

LAS VEGAS, NEVADA 89101 

March 14, 1967 

The Honorable Paul Laxalt 
Governor of Nevada 
state capitol 
carson City, Nevada 89701 

Dear Governor, 

We htve a letter dated March 6 from the Director of Administration, 
Mr. Earrett, regarding proposed legislation to authorize tho Colorado 
Riv-:r Commission, on behalf of the state, to issue bonds for the: 
co,. ,truction of the southern Nevada Water Project and the tret:.tmont 
fa .. ~ility in connection therewith. Inasmuch ns the matters mer.cloned 
in ,.,..~. Barrett• s letter are of vital concern to your office, we 
felt that our answer should be addressed to you with a copy to 
Mr. Barrett. 

Jt.s 'OU know, the Congress of the United states has approved the 
c~nstruction of the southern Nevada Water project and has apprc 
the initial funds for design. It is anticipated that the currer .. ~ 
session of Congress will appropriate the money necessary to initiate 
construction and will thereafter appropriate funds to construct the 
pz:oj -..ct on a reasonable construction schedule. 

Tha state Legislature, in its 1963 and 1965 sessions. in amending 
NR~. 538.040 to 538.260, authorized and directed the Commission to 
request from the United states the water facilities included ~n 
the Fouthern Nevada Water Project and to enter into a contract with 
t~e United States for repayment of the investment by the United 
. tutcs in constructing those facilities. The contract with the 
u~ited states has now been negotiated and approved by the Commission, 
which in conformance with NRS 538.220, would pledge the faith and 
credit ol the state of Nevada for the performance and observance of 
all covenants, conditions, limitations, promises and undertaki •. .& 

made or specified to be kept,obaerved or fulfilled on the part of 

. ·\jj 
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the State. Therefore, by entoring into the contract aa set out in 
our enabling legislntion the faith and credit of the state will be 
pledged to approximately $47,000,000. 

In discussing the amendments to NRS 538.040 to 538.260 with the 
Deputy Solicitor of the Department of tho Interior, the Attorney 
General stated that this contract will fall undar the exemption 
relating to the debt limit of the State under the Constitution. 
The Deputy , Solici.:t::or _ .,: ::., ·;_ requested provisions now being placed 
into the contract for validation by a court of aompotent juris
diction to judicially determine that the contract being entered 
into botween the United States and the Commission creates en 
obligation under tho constitution to the natural resources exception. 

or oourse, it is not intended that any of the State•a obligation for 
repayment of the Soutnern Nevada Water Project will be met from tax 
revenues. Rather, contractual arrangements are being entered into 
concurrently with the execution of the FeJeral contract which will 
pase on to the looal water users the total obligation of the State. 
for repayment to the Federal GovernmGnt and also to the retirement 
of any bonds is&uad to finance the construction of the treatment 
facilities. 

We have not seen Mr. Dickerson'a opinion referred to in Mr. Barrett'• 
l0ttar of March 6. We are Advised, however, that the Director of 
the Legislative Counsel Bureau, and also the bond counsel for the 
Commission, are not in acoord with tha Attorney General's opinion. 
It appears to us that the constitutional exception to the debt limit 
in favor of tho creation of indebtcdne&s for the " ••• protection and 
preoervation of ••• natural reaourceatt properly applies to the 
obligations boing undertaken by the Colorado River Commission on 
behalf of tho State. At any rate, this question would have to be 
passed on by the Supramo Court of the State of Nevada before any 
bonds oould be issued. It is admitted that if the State Supreme 
Court upholds the opinion of our Attorney General, we could not 
issue Genoral Obligation Bonda to finance the Southern Nevada Water 
Project and/or the treatment faaility. 

Our fiscal counsol advised us that the most economioal route to take 
in financing this project, so vital to southern Nevada, appears to 
be the so called vdouble barre1••route providing for the issuance of 
GenGral Obligation Bonda, additionally aecured by a pledge of revenues 
from the water uaer agencies. Fiscal counsel advocates that we obtain 
legialation permitting one of two approaches: <•> General Obligation 
plus revenue bonds (b) revenue bonds. If SJ,d when the Supreme Court 
decrees that we cannot issue General Obligation Bonda because of the 
constitutional limitation provisions, wo will, at that. time, explore 
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the possibility of financing this project molaly out of revenues. 
If, at that time, the latter routG appoars n\Ore economical, w0 
would issue bonds au~ported by revenue only. At this time, however, 

_ __:!_e d6!1ire the flexibility of procoeding under aither altfJrnat.ivo. 

• 

-

Double barrel bonds being serviced from revenue would have no·, 
effect on the state's bond rate according to our fiscal counsel. 
we can assure you that the Commission would never exercise it~ 
authority to issue General Obligation Bonds if they felt there' 
was any possibility these bonds would have to be serviced out 
of tax revenue. 

Tho responsibility impos~d upon tho Commission by tho 1963 and 1965 
legisl~tiv& sessions is a aajor ona. The growth and economy of 
the entiro southern section of }lovad& ia dependtmt upon the achieve .. 
ment of the watGr project. The local wator us@rs have requested t.h• 
Commisaion to make the water clolivcr'syatem complete and adequate • 
by the construction ot,a central water trea~ent facility. The 
Co-..clllisaion noeds broad legislative authority to giva tho Cot1ililission 
tho power to do the joh. Thia requires not only confidence in the 
Comm.ioeion .but confidonoe in the economy of southern Nevada and tho 
potential for growth of this vital area. A certain amount of vision 
and courage is n~coaaary to obtain t.he legislative authority the 
Commission nae~s. 

The Southern ~evada Wator Projact ~no tho treatment facility]will be 
financed substantially in tho samo mann0cr as Hoover Dara was and. is 
t~ing financod, i.e., with the Fedexal Governm$nt furnishing con~ 
struction funds to be r~imbursed ate low rate of inter&st over an ' 
extended period of years by tha peoplo to ho directly benefited froru 
the proji?ot. Our fiscal obligation to the Unitod States for the 
conatruotion of aoover oar:. end power plant is at the present time 
$41,500,000 including anortization, replacement, operation and 
maintenance costs for whioh we arc 4lso obligated. Thia 1a not oon
sidorod part of the debt li~itation of the Stato. The new p~oposed 
obliqation is in tba same category. 

We hope that this information will assist you ln understanding the 
Commiasion's views with reforeuce•to th& legislation now b~ing 
conaidere4 on our behalf by the lcgialaturo. 

cot 
. 

Mr. Howard E. aarrett 
Diroctor ot Administration 
Department of J\dr!\iniatration 
Caraon City, Nevada 8~701 




