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The 23d meetiag of the Senate Coaaittee on Federal, State, and 
Local Goverwnta was called to order at 1:10 p.m. on Thuraday, 
March 16, 1967, by Chairman Gibson. 

All caamittee 111euers were preaeat except Senatore Bunker and 
Young, who arrived at 1:15 and 1:20, respectively. 

Aleo present were: 

Seaator M. J. Christensen 
Aaaembl:,maa Roy Torvinen 
Mr. Clark Ruaaell, Director, Nevada Department 

of Economic Development 
Mr. Curti• Blyth, Nevada Municipal Asaociation 
Mr. Jim Stewart, Sparka Industrial Council 
Mr. waaaer, Vice Preaident-f:eneral Manager, 

Viking Ketallurfical Company, Verdi 
Mr. Jack O&kea, Cha 1118D, Waahoe County 

Development Coaaittee, Reno 
Mr. Chuck Thomas, Greater Reno Chamber of Coaaerce 
Mr. ldwin n. Browa, Geaeral Manager, Caren City 

Nevada Appeal 
Mr. Joe Jackson, New81B&D 
Three other peraone, who did not participate in 

the diaeuaeiona 

The Chairman auDOU11eed that thia meeting was being held to develop 
additional information on: 

S.B. 170: Authorize• cOUDtiea and eitiea to iaeue revenue bond• 
fo fiaaace lriduitrlal deveI!f!!!Dt. liitriduced by 
senator lllemaa. 

The firat speaker waa Mr. Jill Stewart of tbe Sparks Ioduatrial 
Council. He aaid that that Couacil wished to go on record as aup­
portiag S,B, 170i Be aaid that 33 atatea have approved thia type 
of DODda, and on y tbree atatee have rejected them. He aaid, 
further that the revenue bonds are marbted OIi the basis of a 
company'• credit rating; thua marginal or questionable firma are 
easily omitted. Mr. Stewart then gave the coaaittee a two-page 
liat entitled "Stern Brother, & Co. - Iaduatrial Development 
Bond Issues .. (copy attached hereto). Benefits which Mr. Stewart 
indicated aa accruing frmn auch bead iasuea included stimulation 
of local buain•••• development of natural resources, attraction 
of new induatriea, expansion of exiating tax baaea. He said the 
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Couacil would favor a narrow definiticm of industry, to limit 
this term primarily to manufacturing plants. He said that, 
specifically, the COUDcil did not feel any more warehousing 
buaineaa under the free port law ahould be encouraged, as this 
is e 0 shell" business that does not generate other business or 
employment. 

Assemblyman Roy Torvinen of Reno apoke next, in aupport of the 
bill. Hia point was that Washoe County ia dependent al.moat 
entirely on touriam ud has a dire need to broaden it• indua­
trial baae. He stated the only inducement to induatry now 1• 
the free port law, which be, too, feels baa been overworked. 
However, he did not favor limiting the bill to manufacturing. 
He felt the reaearch and development wings of industry should 
definitely 1M included. He pointed out inducemenu which other 
states offer to indwtry, in addition to thi• type of legisla­
tioa: Five-year moratoriuu by constitutional amendment (no 
ad valor• tax for the fir•t five year• ef operaticm in the 
etate); industrial development coaaiaaioaa with revolving funds 
of up to $50 million, which loan money to new induatries at 11 
to 21 interest; pr,r1.11n11 of ineuring second mortgage• (induatry 
borrowa •• mucn ae t can from banks, then the state induatrial 
development cG111Diesion insures whatever ia needed, on a •econd 
mortgage, up to the value of the improvement). Mr. Torri.Den 
stated: ttwe are not meeting our competition. Thia is the only 
method I know of that can be uaed without coating the taxpayers 
money. All the•e other methocl9 that other etatea have WOULD 
cost the taxpayers money. 0 He aaid, further, that Legislative 
Counael Bua• McDonald! at hie request, had written a letter to 
bond counael. wbo rep ied they have no major oajection.t to 
S.B. 170. Minor amendment• were euggeated by bond coun,el, but 
are not important. For example, the refunding provision needs 
aome changing, but there is no need to worry a1>out that at thi• 
aea,ton. Alao. in •ome atatea property ia aaaeaaed• and taxes 
paid••• any other proper~1 rather than ueiag the complicated 
formula in S,B, 170; but • 1a net too important, either. 
Mr. Torvinen meationed that Mr. Richard Rhyno, former Executive 
Secretary of the Nevada Economic Development Department, had 
atated it was unconatitutional to pua this kind of law in Nevada. 
However. Mr. Torvillen bad talked this over with R1»s McDonald and 
bad reaearchcld it himeelf (Alaemel)'IUD Torvinea 11 an attoraey) 
and felt it wuld not 'be unconatitutional, but said it would be 
a simple matter to bring a teat cue to the Supreme Court of 
Nevada (through an original writ. to save time). He atrongly 
urged the cOlllld.ttee to give favorable coaaideratiea to the bill, 
saying thie law ia ahaolutely neceuary to enable Nevada to juat 
barely cempete with other atatea in attracting induatry. 

Senator Monroe asked if this was the bill the Waahoe County Com­
miaaionere bad voted againat. Mr. Torvinen said it was, but that 
the Coamifficmera bad done so on the repreeentation of-Mr. C. B. 
Kinnieou that iaduatrial revenue beads weuld cauae Congreaa to 
change tbe federal lava exemptiag municipal l!>onda from taxation. 
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Mr. Torvinen felt that Mr. Kinni•on'• objection wae not valid. 
Mr. Torvinea left the meeting at thi• point (1:30 p.m.). 

The next apeaker in support of the 1>111 was a Mr. Waaaer, Vice 
Preaident and General Manager of Viking Metallurgical Company, 
a new iadatrI in Verdi, where they have SO employee• and expect 
to add 50 amp oyees within aix 1DODtha. Mr. Waaaer atated he ia 
a aaiueaamaa with wide experience (16 atatea) in relocating 
buaineaa plant; that he baa aeen treated varioualy in various 
atatea, but tbat aowbere waa be treated "aa bad •• in Nevada'', 
where the C0111p81'l7 finally aettled its plant, dea,ite the lack 
of ancouraaement. Be stated they came at no one• urging other 
than frienda'; their reuoo for coming waa that they needed room 
for expanaicm for a new plant. Be pointed out aa the Reno 

a-ea'• geod pohts, from hi• awa experi811Ce: Good labor market, 
good aceeaa to market•, beautiful area, good living conditiona, 
climate, and acboola. He said, "You have an attractive area to 
bring people here, but nothing is Hing done to attract people." 

Mr. Jack 0akea, Chairman, Wuhoe County Development Coaaittee, 
the fourth Qeaker, •tated hi• cOIIDittee wished to go cm record 
in aupport of .S,B, 170, He •aid that iaduatry ha• been looking 
at their area, but tbat COIDpetitioa 11 very rough, and we need 
thi• t,,e of fiaancf.Da. He 1188tiooed that in canon City, be­
cause of tlte preponderance of State iatere•t•, there ia a need 
to divereify the economy. He aaid the Ormlby County C'onnia­
aionera appear to ae in favor of the legi•latin, although no 
official reaolution to that effect baa been r.••ed; alao the 
Carson City ChtllDHr of Comerce ••• favo:r:ab e, though they 
have ao large lmowleqe of thia type of fiaancuag. Mr. Oakea 
gave the coaaittee a November 10, 196S letter (copy attached 
hereto) fr• Stern Brother• & Co. (iRveatment bank.era of Denver, 
Colorado) to the caraoa City CbamDer of Comerce, expresaing 
iatereat ia fiaancina iadutrial faeilitiea for coaapanie• in 
Nevada t.,y •an• of iachultrial l>onda. Mr. Oakes said the key 
factor in thia legi•lation ia that it offer• indu9try a cheap 
mean• of financing. 

Mr. Edward B. Brawn General Manager Caraon City Nevada Appeal, in 
aupport of S,B. 116, then read to the eGMld.ttee an editorlal be 

had written iD the February 20, 1967, iaaue of the Appeal (copy 
attached hereto). 

Senator Monree uked what the record of default under theae bonds 
ia, nationwide. Mr. Stewart aaid there have been three in the 
country. Seaator Monroe c .... nted that Burrowa, Smith & Co., 
Salt Lake City, Utah, a firm tbat 0 bandlea IDHt of the 'bonding 
in the State of Nevada", baa atated that thia type of financing 
1• not good. 

Mr. Chuck Thoma• of the Greater Reao Chamber of Coanerce aaid 
the Chamber had given a dinner to which legialators were invited, 
at which a partner in Goodl.,ody & Co. bad apoken, a man who ia 
"one of the beat authoritiea available on induatrial revenue 
bonda", and he had spoken favorably of the bonda. Mr. Thomae 
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aaid the three bond failure• in the country bad occur~ed at 
Chicago, New York, and New Orleana, and that in none of these 
failure• was the city or eouraty beld liable; the matter went 
through proceediap, and the purchaser of the bonda was found 
to be liable• in each iuatance. He aaid the failure of auch 
bonda doea not reflect wfavorably toward the city or county 
tbat iaaued the DODda. 

Mr. Clark Ruaaell, new chief of the Nevada Department of F.conomic 
Development, 1aid the State Advisory Board to his Department 
agreed in principal to aupport S,B. 170. Mr. Rlla1ell stated 
he feel.a thia type of legialation ia needed in Nevada if the 
Sta~• ia to attract proapeetive industrial cuataera. 

Mr. Curtia Blyth of the Nevada Municipal Aaaociation stated he 
bad checked with Mr. Elia <•c1!liag?) of the National League 
of Citie1, who had informed tut, aa of yesterday, the 
u.s. Treaaury Department baa removed ita objection to these 
tax exempt boade. that appareatly the Treaau~ Department feel• 
it 1a up agaiut teo beavy a current of popular aupport through­
out the atatea. 

Senator Farr read excerpt• from a Burrows. Smith & Company report 
oa tbia type of revenue eonda, wherein arguaenta for and againat 
were eet out. witb the prepoaderance of argument• being againat 
the bonds. Mr. Blyth stated that uny of the objections revert 
back to l!tond• that are l>acked by the full faith and credit of 
the taxing juradiction. Bonda under thi• bill are not ao backed, 
he ltated. 

Senator Alleman atated that the Legi•lative Counael Bureau had 
reaearched thia area thoroughly helore drafting the bill and had 
aasured biJa that the way the bill ia drafted it ia within the 
pr0Yi1iona of the Nevada Conatitutien. 

Mr. Blyth 1tated that Mr. Nick Smith of Burrowa, Smith & Co. would 
be in Caran City taorrow to attend an Asaeabl:, Ways and Mean• 
Couaittee meeting. Senator Giaaon aaid, nPerhapa we can have a 
cha.ace to talk to him." 

Senator Hecht queationed Mr. Stewart u to hia wiah to limit the 
bill to cover only manufacturing planta. Mr. Stewart aaid it 
didn't need to 1,e thia narrow, but that his main objection waa 
to the free port aituatioa--that he waa trying to get away from 
a plain ahell with DO people. Mr. Blyth •tated that local govern­
ment• have fouad, with regard to the free port situation, that 
from the point of view of tax support• '-We lo•e money every time. ,. 

Senator Monroe counted that there waa no provision in the law 
for a tax. Mr. Blyth said that Sec. 53, •ubeec. 3, page 14, 
provide• for rental.a to take the place of a tax. Senator Monroe 
said there wu no place ira the bill that aaid the (rental) money 
should go in the general fund. Senator Giuon •aid, and Mr. Stewart 
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agreed, that it waa the intent that the 810Dey ahoul<i go in the 
2eneral fund• and if the provision to do this ian't in the bill, 
nwe must put it in." 

Senator Hecht felt ad.ning. an importallt industry in Nevada, 
ahould be included in the bill. Mr. Stewart admitted to a 
lack of knowledfe of the mining induetry, but "certainly would 
not want to exc ude mining." Mr. Brown of the !appeal coaaented 
that mining ia highly •peculative. Senator Alleman felt mining 
ahould be included since it is an iaduatry. Senator Gibaon 
connented: 111 would advise you to •tay clear of miniog--as an 
old miner. 0 

, 

The meeting adjourned at 

I certify that the foregoing miautea are correct. 

Senator James I. Gibaon 
Chairman 



Amount 

$1,500,000 

3,400,000 

375,000 

705,000 

2,545,000 

1,325,000 

525,000 

1,100,000 

• 550,000 

5,500,000 

4,200,000 

1,500,000 

425,000 

8,500,000 

800,000 

6,000,000 

150,000 

1,800,000 

550,000 

- 2,000,000 

900,000 

50,000,000 

60;000,000 

46,000,000 
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STERN BR OTHERS & CO. 

INDUSTRIAL DEVELOPMENT BOND ISSUES 

Underwritten Alone or Account Manager 

Location Company 

Shawnee, Kansas . Cutter Laboratories . 

Grand Island, Nebraska Swift & Company 

Boonville, Missouri Ripley Industries 

Excelsior Springs, Missouri Whitaker Cable 

Clovis, New Mexico Swift & Company 

Lenexa, Kansas Rigby Printing Company 

Lenexa, Kansas Truog-Nichols 

Kansas City, Kansas H. D. Lee Company 

Lebanon, Missouri H. D. Lee Company 

Jefferson City, Missouri Chesebrough-Pond's 

Guymon, Oklahoma Swift & Company 

Kansas City, Kansas Colgate-Palmolive 

Topeka, Kansas . Volume Distributors 

Jefferson City, Missouri Interco, Inc. 

Nashville and Davidson County, Tennessee H. D. Lee Company 

Spi:-ingfield, Missouri Minnesota Mining 

St. James, Missouri Page Sportswear 

Springfield, Missouri Fasco 

Joplin, Missouri Aurotronics, Inc. 

Harrison County, Mississippi Reichhold Chemical 

Clinton, OklQ,homa Kellwood Co. 

Major Underwriting Participant 

Lewisport, Kentucky 

Clinton, Iowa 

Ashdown, Arkansas 

(Continued) 

Harvey Aluminum 

American Can Company and 
Skelly Oil Company 

Nekoosa-Edwards Paper 
Company 
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Major Underwriting Participant - Continued 

Amount 

$38,000,000 

34,400,000 

54,000,000 

• 

• 

Location 

Winchester, Kentucky 

Ashland, Kentrucky 

Camden, Alabama 

Company 

Rockwell-Standard 

Armco Steel 

Harmac 

121 



/: 
./ .. ~ c,,.,··. 

~t.v_.,~ 

' [ /'} .. 
) cr.,::l:.] r..Jl? '.·~ .::., • 

INVESTMENT 
BANKERS 

STERN BROTHERS S Co. 

CHICAGO 

OMAHA 

ST. LOUIS 

ALBUQUERQUE 
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TELEPHONE 

292-1150 

main office 

1009-15 Beltimore Avenue 

Kenses City, Missouri 64105 

1127-37 AMERICAN NATIONAL BANK BUILDING • DENVER, COLORADO 80202 

November 10, 1965 

Chamber of Commerce 
Carson City, Nevada 

Gentlemen: 

We are interested in financing industrial facilities for 
companies that may be considering expanding or re -
locating operations in your state by means of industrial 
revenue bonds. If you have contacted any industrial 
concerns in an attempt to have them construct facilities 
in your community, this type of financing may further 
influence their decision in your favor. 

We shall be glad to discuss this matter with you in greater 
detail or contact any industrial firms with whom you have 
had conversations concerning this matter. 

Very truly yours, 

STERN BROTHERS & CO. 

. / /; 
V . r / 
< .,t_ l /£.,,/_/{_:,f_--::-,----~-:l~.~~,.--~ 

/ Jack E. Ormsbee 
Vice President 

JEO:deh 
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t us ope t at 
new indus tries to Nevada does not bog down in the mire 
of north-south factions •••• which in the past has injected 
sectional views into proposals which would benefit the 
entire state. 

The idea is to bring about a means of financing the 
establishment of new or expanded industries within the 
state. The continued growth and prosperity c1 Nevada 
can not forever be tied to the apron string of gaming ••• 
no matter how long-lived or valuable it 1s to our economy. 

There are two strong arguments in favor of such a 
measure. 

The first 1s the phenomenal success of Nevada's 
'industrial development project - the Freeport law, which 
has already brought many new corporations to Nevada 
and created hundreds of new jobs. The economic boost 
this has given to the state bas exceeded all expecta­
tions . 

Anothe r argumen~ ln favor of this newest industrial 
development roject i s that similar programs have 
worked ·- 'irul:' s uccess in otner states to at-
~ ....... L ul!!!"ww'""l.,l'I~,,_,)'• 1.-!' ..ffio[ont "CC r ~-
perience in just'three-scates . Iowa last year attracted two 
huge chemicle ind.ustrie~. each representing ·about 
60 mlllion dollar plant investment. Alabama in ·1965 
brought in three indus tries with a total plant inves tment 
of 135 million, and Arkansas' 1966 new industry fin- · 

. ancing exceeded 200 million dollars. 

Nearly a billion dollars worth of plant investment 
was reportedly financed in s uch fashion in 1965. 

· Here's how the financing plan would work: 

Such a liiw would authorize any county or munici­
.pality to i s ue revenue bonds for the purpose of buying 
land, and building enlarging or equipping facilities to . 
aid -indus trial development. The bonds would not be in 
any way an obligation against a county' s or a munici­
pality's general credit or taxing powers. or could 
any facility be operated directly by a county or muni-

· . . cipality. Nor could they acquire any by through pay­
ments made under long term leases by the industrial 
user of the facilit;y. The operating industry would pay 
all tegular taxes, including a use tax equal to the amount 
of property taxes which would otherwise be applicable. 

The advantage to the corporation which contracts 
with the county or city for the facility ls cheaper fin­
ancing. Income from the bonds is exempt from all 
federal, state or local tax.es. This makes them attrac­
tive investments for tpose in higher income brackets 
who would have to receive approximately double the inter­
est return on taxable bonds to have the same net in­
come. Thus the revenue bonds regularly sell at an 

· interest rate one or more percentage points below com­
parable private corporation bonds • 

Over the 25-year life of a Clinton, Iowa, 60 million 
dollar revenue bond issue the saving of one per cent 
was estimated to be more than nine million dollars. 

This is quite a lure to a company -- and ·more and 
more large, well e tablished corporations are taking 
advancage of this kind of financing. In the last few years 
dozens of major American corporations, s uch as 
American Can, safeway, Revere Copper, U.S. Rubber, 
Armour, Standard of California, have established new 
operations under s uch financing. 

To be fully co'mpetitive in the bid for new industry, 
evada need the benefit of such financing. It is another 

ins trument among many which Nevada can use to fur­
ther its development program. It hould be emphas1zed 
that it presents no risk of financial lass to any county 
or city. It will not _put any government into private 
bus iness . It offers no inducements (such as free land, 
plant or property tax exemption) s ave only the advan­
tage of lower cost financing. 

We believe legislators ·should s tudy s uch a proposal 
with care, and that if they do they will be convinced 
that it 1s decidedly in the public interest. 
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