Senate
COMMITTEE ON FEDERAL, STATE AND LOCAL GOVERNMENTS

Minutes of Meeting -- March 27, 1973

The thirty-first meeting of the Committee on Federal, State
and Local Governmsnts was held on the 27th day of March,
1973.

Cosmittee members present: Chairman James CGibson
John Foley
Stan Drakulich
Carl Dodge
Chic Hecht
Lee Walker
Coe Swobe

rLlso present were:

Geno Del Carlo

Gary Gray, Clark County School District
Bill Adams, City of Las Vegas

Angus MacEachern, Clark County

Kevin Efroymsom, Clark County

Judge Gunderson

Samuel M. Ford

Bernard Malamud, University of Nevada
Robbins Cahill, Downtown Association
Tom E. Smith

A. J. Cavanaugh, Custom Cabs, Inc.

W. J. Hesse

Mary Kozlowski

Preass

Chairman Gibson called the meeting to order at 7:00 P.M.
The first bill to be considered by the committee was as
follows:

SB-418 Amends provisions concerning trusts for
public functions.

Dr. Samuel Ford of Clark County testified before the committee
on Sp-418. A copy of his testimony is attached hesreto as
Exhibit "A~™.
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Mr. Bernard Malamud, Professor Economi¢s with the University
of Nevada, Las Vegas, read a prepared statement from William
T. White, also of the University of Nevada, a copy of which
is attached heretc as Exhibit "B". He testified that he
believes Nevada's present trust law is weak because: (1)
it does not require competitive bidding on bonds issued by
a trust or on contracts that the trust enters into; and (2)
the way the law is worded, just about any type of tax-paying
entarprises could be granted the privileges a trust enjoys,
6~long as it "provides funds for the furtherance” of a public
function.

£B~418 corrects these anti-competitive aspects of the Public
Trust Law. As regards competlitive bidding on bonds and
contracts, it is important to taxpayer interests that costs
incurred by a public trust be minimized. Mr. Malamud sub~
mitted a letter addressed to Senator PFoley, a copy of which
is attached heretoc as Exhibit "C",.

The committee heard extensive testimony from Robbins Cahill,
representing the Downtown Association of lL.as Vegas, and Mr,
A. J. Cavanaugh, representing Custom Cabsg, Inc. Mr. Cavanaugh
submitted an "Agreement® to the committee which has been

QI' approved by the City of Las Vegas, and is attached hereto as
Exhibit "D". He stated that plans had been submitted to the
county and they would soon be in a position to make a decision
on which of three systems they would like to have and whether
or not they can finance them under this plan. It is the only
plan that will permit a job of this kind of become a reality
at no risk to the communities involved. Mr. Cavanaugh emphasized
that if this bill, as presently written is passed, it will kill
the Las Vegas transportation system.

Mr. Tom Bell, attorney from Las Vegas, testified that he has
heard no negative responses to the proposed monorail plan. The
only thing that has been authorized at this point is a feasi-
bility study and recommendations from leading experts. Mr.
Leonard Thieberg of Chula Vista, California alsc spoke on this
legislation. Mary EKozlowskl of the Open Spapes Council spoke
in support of revision of the Public Trust Act and urged passage
of SB~418. Mre. MacEachern submitted a statement on this act,
a copy opy of which is attached hereto as Exhibit "EY. Mr. Tom
Smith of the Public Service Commission and Mr. Bruce Glidden
of the Bridge Division of U.S. Steel both spoke briefly on this
bill.
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Senate Committee on Federal, State, and Local Governments March 27, 1973

AB~632 Extends power of Governcor under Local
Government Employee-Management Relations
Act to make certain factfinding procedures
binding.

Mr. Gary Gray, Clark County, spoke on AB-632. Senator Swobe
suggested an amendment limiting this to school districts.
Following a brief discussion Senator Swobe moved "Amend and
Do Pass," seconded by Senator Poley. Motion carried.

AB-660 Changes qualifications for judges of
municipal courts of cities of Reno and
Las Veqgas.
Judge Gunderson testified before the committee on this bill,
stating that he belleves this to be sound legislation. Fol-
lowing discussion, Senator Drakulich moved to "Hold Indefinitely,”
seconded by Senator Foley. Motion carried.
There being no further business, the meeting was adjourned.

Respectfully submitted,

Mary Jean Fondi,
Committee Secretary

3.
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" - Maxca 12, 1973 ’

" " f Rcferred to Commlttee on Federa], State and Loca;l Governments
: SUMMARY~—Ame@ds provisions coricerning trusts for pubhc functwns
Fiseal Note No (BDR 19-1058) - -

ExpLANA'noN—-Matter in italics is new; matter in brackets [ 1is
matenal to b¢ omitted. .

AN ACT relatmg to trusts for the furtherance of pubhc functlons, providing that
_statutes ‘and local ordinances requiring competitive bidding on debt obligations
apply to such trusts; providing that contracts let for such trusts shall be gov-
erned by the purchasing act applicable to the beneficiary; requiring a trust cre-
ated for a, _public function to obtain a certificate- of convenience from the

public service commission; providing other changes, and providing other mat- -

ters properly relating thereto.

T he People of the State of Nevada, represented in Senate and Assembly,
do enact as follows

s

SECTION 1. NRS 242B.010is hereby amended to read as follows:

1
2. 242B.010 1, Express trusts may be created in real or personal prop-
3 _‘erty, or either or both, or in any estate or interest in either or both, with
4 the state, or any county, municipality, political or governmerital subdi-
- 5 vision, or governmental agency of the state as the beneficiary thereof, and
-+ 6 the purpose thereof may %e the furtherance [, or the providing of funds -
7 for the furtherance,] of any authorized or proper function of the bene-
8 ficiary; but no funds of the beneﬁc1ary derived from sources other than

9 the trust property, or the operation thereof, shall be charged with or
10~ expended for the execution-of the trust, except by express action of the'
11 legislative authority of the beneficiary ﬁrst had.

12. 2. The officers or any other governmental agencies or authontxes
13 ,havmg the custody, management or control of any property, real or per- -
14 " 'sonal or both, of the beneficiary of such trust, or of such a proposed
15 _trust, which Pproperty is necessary for the execution of the trust purposes,
16  are hereby authorized and empoweréd to lease such property for such
17 purposes, after the acceptance of the beneficial interest therein by the
18 beneficiary as provided in this- chapter, or conditioned upon such accept—
19 ance. '

20 SEC.2. NRS 242B.030is hcreby amended to read as follows:

21 242B.030 The instrument or will creating such trust may prov1de/ for

Original bill is_2 _ pages long. ; 0)""

Contact the Research Library for\
a copy of the complete bill.

{3
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A.B.632

ASSEMBLY BILL NO. 632—COMMITTEE ON
GOVERNMENT AFFAIRS

MarcH 14, 1973

Referred to Committee on Government Affairs

SUMMARY—Extends power of governor under Local Government Empléyee-

Management Relations. Act to make certam factfinding procedures binding.
Flscal Note: No. (BDR 23-1636)

B

E)m,ANAnoN—-Mattcr in ftalics is new; matter in brackets [ ]is
material to be omitted.

AN ACT to 'amend NRS 288.200, relating to the ‘submissibn of certain labor dis-
putes to factfinding, by extending the governor’s power to make such factfind-
ing binding; and pmviding other matters properly relating thereto.

The People of the State of Nevada, represented ini Senate and Assembly,
do enact as follows:

~ SEcTioN 1. NRS 288.200 is hereby amended to read as follows:
288.200 1. If by March 1, the parties have not reached agreement,

. either party, at any time up to April 1, may“submit the dispute to an

impartial factfinder for. his findings and recommendations. These findings
and recommendations are not bmdmg on the parties except as provided
in subsections 6 and 7.

2. 1If the parties are unable to agree on an impartial factfmder within
5 days, either party may request from the American Arbitration Associa-
tion a list of seven potential factfinders. The parties shall select their fact-

finder from this list by alternately striking one name until the name of

only one factfinder remains, who will be the factfinder to hear the dispute
in question. The employee organization shall strike the first name.

. 3. The local government employer and employee organization each
shall pay one-half of the cost of factfinding. However, each party shall
pay its own costs of factfinding incurred in the preparation and presenta-
tion of its case in factfinding,

4. The factfinder shall report his ﬁndmgs and recommendations to
the parties to the dispute' within 30 days after the conclusion of the fact-
finding hearing. Such report shall be made no later than May 5 except as
modified by the provisions of subsection 5. ;

5. In aregular legislative year, the factfinding hearing shall be stayed:

up]
(a) Up to 15 days after the adjournment of the legislature sine die zf
the governor has exercised his authority pursuant to subsection 7.

Original billis_2__ pages long.
Contact the Research Library for ‘
a copy of the complete bill. ‘ =
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(REPRINTED WITH ADOPTED AMENDMENTS)
SECOND REPRINT A. B. 660

€0 00 =1 O O Ha €O DI bt

ASSEMBLY BILL NO. 660—COMMITTEE ON
GOVERNMENT AFFAIRS

MARCH 16, 1973

Referred to Committee on Government Affairs

SUMMARY—Changes qualifications for judges of municipal courts of cities of -
Reno and Las Vegas. Fiscal Note: No. (BDR S-1239)

e

EXPLANATION—Matter in italics is new; matter in brackets [ ] is
material to be omitted.

AN ACT relating to the municipal courts of the cities of Reno and Las Vegas;
providing amended qualifications for the judges thereof; and providing other
matters properly relating thereto.

The People of the State of Nevada, represented in Senate and Assembly,
do enact as follows:

SEcTiON 1. Section 4.020 of Article IV of the charter of the City of
Las Vegas, effective July 1, 1973, being chapter 515, Statutes of Nevada
1971, at page 1076, is hereby amended to read as follows:

Section 4.020. Municipal court: Qualifications of municipal judges;
salary.

1. Each department of the municipal court shall be presided over
by a municipal judge, who shall be:

(a) INot less than] Over 25 years of age.

(b) [A citizen of the United States.] An attorney licensed to practice
law in the State of Nevada or a previously elected and presently incum-
bent judge of the court.

(c) A registered voter [for a continuous 2-year period immediately
preceding the year in which he is elected.] of the city.

2. The salary of the municipal judges shall be fixed by the board
of commissioners.

SEc. 2. Section 4.020 of Article IV of the charter of the City of
Reno, effective July 1, 1973, being chapter 662, Statutes of Nevada
1971, at page 1976, is hereby amended to read as follows:

Section 4.020. Municipal court: Qualifications of municipal judge;
salary.

1. The municipal court shall be presided over by a municipal judge,
who shall be:

(a) [Not less thanJ Over 25 years of age.

Original bill is _2 _ pages long. ).. 3}73

Contact the Research Library for
a copy of the complete hill.
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Toxt of testimony on SR 41

A bily to nodify the Pu>lic Trust Lew
Foderal, State & Local Government Committee
27 rarch, 173 - Samnuel ¥, ¥Ford, M.D.

LS o]
~

Ir, an ¢ffort to heln comminities finance project of public benefit
buoyond tneir financiel cerabilities, th2 Senate last session

passed 5 trust lew to allow private perticipation., In cresting

the Public Trust Lew 242 B of the MRS saversl defiecencies epnesred
which if cllowad to remein could unfavorszbly reflect on the
governmantsl entitiss narticipeting in such trusts. SB 418 before

you tonight seeks to correct these def:zcts.

To more sharply define the scope of pu:tlic trusts to those
projects of a proper or authorized furction of governmant, SB 418
rempves the phrsse "or the providing ol funds for the furtherance"
from the lsw, Allowing it to remain cr2ns & wide spectrum of
business ventures which ceuld be enterzd by the governmental
entity solely to raise furis, A city for example could go into
partnership for a shopping center or & land subdivision with

any mutually agreed upon split of the »rofits, in cempetition
with private developers using tax exem-t bonds for finzncing

if it so chose, 1Is this a proper function of government in the
public interest?

In Oklahoma where a public trust has bzen in effect for some

time the projects thus fer have been closely related to z bonafied

public functiens, public buildings, watzr wnrojects, toll roads, etc,

To deviate from this principel magnifizs the potentizl probleas

if 2 trust fails. Where & clear public neced for service exists, S R
it would be logical and proper for the governmentsl unit to

step in and operate the project for thz public good. However

in the case of a project solely entered into to raise funds,

consicderable problems mey arise in casz of & failure,

An example might be the proposed %150 =illion dollar Lzs Vegss
Trade Center, It would be constructed as would be most of
these projects, on public 1lsnd., Desigrad #s a2 trade center, it
it might not be smenzble to conversion te other uses. In case
of a failure, whet does the city hsve? A msssive structure

not rezdily tussble for other purposes sitting emnty on its
valugble dovmtown property. True the city has no direct lisbility
for the bonds but what csn it do with the property with =z
building it doesn't wwn sitting on it in receivership? Further,
can anyone doulit that the legal mess crzated could do other
than injure the city's credit rating or its own future revenue
bonds?

Trus it is mandatory that the scope of the public trust law

be restructured to limit it to projects of an authorized function,
At leest this way if local government “2s to step in, a needed
public service can be continued,

SB 41% will also insure that by regulsting the terms of office

Exhib T rT7Y | 2 - 374



-2

of © » trusteces tha.u.ey will remz2in rasponsive to.e, appoint-

ing overnmental body. The present 1z would allow terms of
stei ‘nordinete " -oncoth that the trustszs could in effect be
beyes wublic ¢ :trel. The proposed change to 4 year terms
woels e consis: at with genersl proctice #s it relates to
annoir 3 hasrds, Theoreticslly, under the present langusge,
tie tr. ~ces hnve co-option whici wouli 2llow them te eppoint
tielr ¢ rcessors,

4 very fundamzntal and necessary chengz in the Public Trust
Lew propesed by SB 418 is in the zrea of competitive bidding.
A3 tife léw now stsznds, public trusts ere exempt freom all
“provisions of any ststute relating to the issuence of public
g ~urities, debt obligations or even the letting of contrects

fer construction,

¥¢ *he Securities Act on competitive bidding for the bonds
Qﬁ“aﬂ t ~orly, a rete of interest set Sy negotistion mignt be
sigher fhan otnﬂ*vtse rvailable, Such =z rete would tend to
m:ke the trast less vieble and incressz the ultimate costs

tH the cublic through the incresscd debt service requirements,
1t should be noted thet the chenges being proposed for the
State Retirement and NIC funds are all oriented toward more
flaxible and aggressive investment pelicies, What would be
more logical in massive bond floats of the order of $120 to
$150 million dollars for a public trust than to allew Nevada
pansion funds to participate. To restrict their purchase of
these issues as being too speculative, would cast apall on
their issuance to the general public, A failure of a trust g
in such a situstion would be truly catzstrophic to the Stzate.
C:xn we ossum2 in suech an instance thet the locel government
carticipating as beneficiary in the tr:st would absolve itself
of all responsiblity for the bonds? Cranted ceompliance with
the State Securities Act won't insure zgainst fzilure, but

it seemns logical to afford the trust evary safety factor
availsble,

The exemption from competitive bidding on construction is
particularly strange when exzmined in relation to the Oklahoma
law used as & model, It states "Ceontrzots for constructien,
l¢ar, equipwent, material or repairs in excess of Two Thousond
Detilars (52000,.007 shall be awarded by oublic trusts to the
l1owast and best comn=t1t1ve bidder, vursuant to public lHVlt«&an
to bid, ) "o the e =de

eFTent thEL Costs o the Frust Fre mide
hlgaer by virtue of inflated bond issuzs not reflecting true
costs ef construction, the costs borne 5y the public inevidshly
increese snd the wviebility of the trust itself is jeopardized.

Adequate ssfegurrds ere difficult to iz>lement at best (witness
the controversy surrounding recent MeCzrren Airport contracts)
writhout »llowing giant loorholes as exist in the present law

to remaein, The public's confidence in the integrity of government
requires that changes be made in this wiole area of competitive
bidding as it applies to public trusts

375



Fip=1lly the remm’ of 2 public trus:z from the lan!ate of

Sec., 5 KRS 704,340 would put such trists contemplating a

utitity scrvice back under the jurisiiction of the PSC

Az vhe 177 now stands, once the trust has gotten PSC aepproval of
its nlan. it is eweapt from further review, In the case of the
propesed _+s Vegas monorail where the local bus line will be

incorporztad into an szrea wide system, the trustees are in the
menviadble position of tryving to mexinize profits for the bene-
ficiaries, yet satisfy public demznds for improved or exnanded
ervic

vice on uneconomic bus routes,

The" trust is not required to maintain any of these routes once

the intial approval is granted. It czn modify the rate structure
at will and does not have to provice zublie hearings, Further

it will maintsin its control over the mass transit of the Las
Vegas Valley for 40 years with all thz attendant need for

changes brought about by changing pop:lation distribution end

age and socip-econonlic petterns requiring services., The structure
of the nresent trust insulstes it fre= public bpressures and

allows it to be unresponsive to loczl citizen needés,

A return to PSC control in these arecs 21lows the trusteesd

to concentrate on the operation end finencizl aspects of the
trust and insures at the seme time acszguate public safeguards
and avenues of appeal, ‘

Thznk you for this opportunity to appesr before you and urge

your approval of these very necessary chenges in the Public
Trust Law,

Samuel M, Fori,M,D.
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Outline of changes to the Public &st Law
proposed by SB 418

Testimony of Samuel M, Ford, MD
before the Federal, State & ILocal
Government Committee 3-27-73%

SB 418 more sharply defines the scope of public trusts
to those clearly of a proper or authorized function of
government.
Eliminates: projects designed solely to raise funds
Rationale: Almost any conceivable project can be Justified
under the latter, be built on public property,
and in case of failure:
a.; tie up the property for further public use-
b.) result in a structure not adaptable to other
uses
c¢.) injure the local government's credit rating
on subsequent revenue bonds of its own
By limiting the trust law to projects of an authorized
function, the local government can step in, continue to
operate a needed service and thus salvage something.

SB 418 provides for finite terms of office for trustees (4 yrs.)
Eliminates: present latitude in aprointments.
Rationale: Present law allows terms of any length and in

effect trustee's could be beyond public control

and less responsive to changing situations.
The proposed change is reasonable and consistant with general
practice as it relates to appointed boards and does not
l1imit reappointment. -

SB 418 requires compliance with Securities Laws as they
relate to competitive bidding on bonds, etc.
Eliminates: present exemption from any statute regulating
issuance of securities or debt obligations.
Rationale: A negotiated bid rather than competitive bids
might result in an interest rate higher than
necessary.
If a local government becomes the receiver of
a trust that fails, what happens to bonds if
some are:
a.) owned bv Nevada citizens?
b.) a state or local pension trust fund?
Can we assume in that case the ocal government
as a beneficiary of the trust,morally absolve
itself of any responsibility %o the bond holders?
The proposed change would help insure that the best possible
rate of interest had been secured for the trust.

SB 418 requires compliance with purchasing acts as they

relate to competitive biddine,

Fliminates: the present exemption from any statute requiring
competitive bids for construction, engineering,
etc. on a nublic trust project.

C;Z‘ 377



Rationale: P ent law permits:
bond issues inflated beyond true costs of the

project with attendant possible kick-~backs and
collusion
b.g preferential treatment to certain contractors
¢c.) irreparable damage to the public image of a
governmental unit participating as a beneficiary.
The proposed change helps insure that projects built will
be at a competitive and not inflated cost and thus further
insure their viability.

SB 418 removes all reference to Public Trusts as they relate

to the PSC and in effect places those trusts contemplating

a utility function back under full PSC control.

Eliminates: present language that would require only that

such a trust would have to submit a plan for
approval without any subsequent PSC review or
control.

Rationale: As the law now stands, once the trust has gotten
PSC approval of its plans, it is exempt from
further review. In the case of the proposed
Las Vegas monorail where the local bus line
will be incorporated into an area wide system
the trustees are in the unenviable position
of trying to maximize profits for the beneficiaries,
yet satisfy public demands for improved or expanded

~service on uneconomic bus routes.

The trust:

a.) is not reguired to maintain any of these routes

b.) can modify the rate structure at will

c.) does not have to provide public hearings

d.) will maintain its control over-the mass
transit of the Las Vegas Valley for 40 yrs.
relatively insulated from public pressures and
unresponsive to local citizen needs.

A return to PSC control in these areas allows the trustees

to concentrate on the operation and financial aspects of the

trust and insures at the same time adequate public safeguards

and avenues of appeal.

ol 38



March 27, 1973
William T. White

University of Nevada, Las Vegas
Las Vegas, Wevada 89154

Senator James I. Gibson

Chairman

Committee on Federal, State and Local Governments
Senate of Nevada

Carson City, levada 89701

Dear Senator Gibson,

Regretfully, prior commitments do not allow me to attend your
committee's hearing on S. B. 148. I would be grateful if your
committee would give consideration to the following points:

(1) The provision which would prevent the use of estate
trusts in financing beneficiary activities would remove much of
the great potential this financing mechanism has for reducing tax
payer burdens. Facilities such as county hospitals and transit
systems very well might become self supporting through judicious
use of estate trusts. The costs to tax payers of other public
or semi~public facilities might be considerably reduced. We no
longer live in an era in which the sectors of business and govern-
ment were sharvly distinct. Reasonable use of business methods
to finance our public services which otherwise could not be avail-
able is increasingly appropriate.

(2) The application of competitive bidding to the type
of projects sultable for estate trusts seems inappropriate. The
public trust mechanism is designed for, and to my knowledge, has
been used for large expensive programs, the final costs of which
are difficult to estimate. This is especially true if new tech-
nology is involved. Realistic costs of such projects can be well
made only by closely coordinated joint planning and study by the
public officials involved and firms which have demonstrated cap-
ability in the project area. The record of competitive bidding
as a means of selection in such projects is extremely poor.

(3) The estate trust mechanism in the current law has

.not yet been given an effective trial. Many of the projects for

which it may prove to be most useful are only in the stage of
initial contemplation. I believe it particularly important not
to constrain the mechanism itself on the basis of problems or

EXA/%/‘% ”B "
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“‘ ncsisible problems seen by some in any one or two contemplated
vues of the mechanism. It seems reasonable for the legislature
to vermit the law to remain essentially as it is for at least

wO Tmore years.

cr

Thank you for your consideration.
kespectfully,
o s o
. - Al
, h" R L/{/Lﬂ’f_’l /_ ”’“'7&;7/_’;/{_
william T. White

WTW: gw
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Tlhe 5

1461 Comzmanchec Drive
Las Vegas, Ne . 89109

March 18, 197.

Senator John P. PFoley
State Legislative Bullding
Carson City, Nevada 89701

-

Dear Senator Foley:

I a2sk your support of stricter public controls cover “tracts
for the furthnerance of public functions," as promised by

SB 418. I believe that|N¥evada taxpayers run a substantizal
risx of financial responsibility for revenue bonds issucd by
such public trusts. Taxpayer interbsts should therefore
weigh heavily in a public trusi's policy and operating deci-
sions, including financing and purchasing decisions.

Public trust status give” an enterprise providing a public ser-
vice an advantage in acquiring debt financing. Such acdvantage
is warranted wnen the enterprise serves a public need, e.g., &
nmass treansit system, & publlic arena, or a recreational park.

Given tne cholce beiween these services being provided by pri-
vate enterprise or governnent agency, I opt for private cater-
prise: there 1s a profit incentive for efficlent operatlons.

Yet any enverprise That aims at a profit can casily Incur a

loss. When that enterprise is a public trust, I fear-an tmpli- exod
Lit-responsibility for the public So' make good 1ts obligations

should the venture prove unprofitable. ILet me quote froa an

article by Charles G. Burck in the March 1973 issue of Fortune

Meézazine, “It s Promoters vs. Taxpayers 1n tne Supers alum

Game. hov.r d 2 le c»-«a.,‘* 5*—:‘, f e o oo beree 2 o s
“The taxpayer rarely “understands what he is in for
when 2 stadium projcct ig first anrounced. To drum

up public support, the advocates of a stadiumn generally
understate the probable costs...They also overstate
probable revenues...The taxzpayer discovers that civic
pride has been compromised by special interests,
blind boosterism, and inept-planning..:The "can-do"
Sicnad spirit bocomes vitiated by a lingering bitterness

©79€ that can uandercut a city's ability to finance other

and perhaps more important projects.”

.The particular article concerns sports stadiums in Seattle and

New Orleans, with estimated costs of $65 million and $151 million,
respectchly. It-reflects, however, my apprechensions about an
elevated raill transit system D”onoced as a public trusy for
Clark'“ounty and costing about as much as these stadiums(esti-
nazteg currently r“née f.LoM 30-120 million). Should cost est-
irmates prove To be conservatilve (less than a year ago, nonorall
system cost was estimated at only 40 million) or reveruc esi-
~nates prove to be optimistic, Clark Cocunty taxpayers mey find
themselves "holding the bonds" on an elevated wnite—-elephanti.-

";‘!t‘, "10’!0('-(!{‘.
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SB 418--Page 2

To again quote Burck's article,

"yhen is a revenue bond 2 general-obligation
bond? The answer, it appears, is that whenever
a revenue bond is used to firnonce a public
project that cannot pay for itseli, 1t turns
into a general-obligation bond. PThe—convers
ston-ig—easity elffeefeds the structurec...is
leased to a governnent agency, which in turn
pledges to pay "rent" that goes toward repay-
ing any costs of the bonds not covered by...
incore. Tihne agency, of course, has access 1O
what the law calls "the full faith and credit"
of the people--i.e., the same flow of money that
normally secures a general-obligation bond."

Because of such eventuallity, it 1s essential to the public
interest that debt financing 2nd equipment procurement by a
public trust in Nevada be subject ©to #®e compeititive bidding.
provistons—ofYeveda-lay., SB 418 would accomplish this, assur-
ing ninimum financing and purchasing costs and hence a minimum
gencral obligation should events force responsibility for a
public trusv onto the taxpayer.

Very truly yours,

Bernard Malamud, Ph.D.

(Assoclate Professor of Economics
University of Nevada, Las Vegas)

cc: Senator James I. Gibson, Chairman
Federal, State, and Local Goveranuments Committee
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AGREEMENT |
THIS AGREEMENT made and entered into this -30“%3}7 of
Jﬁ)EQ:. 197/ , by and between the City of Las Vegas,

Nevada, and the County Commission of Clark Couanty, Nevada, herein-
after referred to separately as "City"' and "County" respectiveiy
and collectively as "City‘County', and a jéiﬁt venture composed

of Custom Cabs, Inc.;'a corporation baving its principal officé}
and place of business in Las Vegas, Nevada, and A.J. Kavanaugh

and Associates, Inc., a corporation having its principal office

and place of business in Oklahoma Clty, Oklahoma, hereindafter

called "Contractors".
| WITNESSETH:

WHEREAS, there exists a critical need for an\efficient

velevated rapid transit system(''System') to serve the Clty of Las

Vegas and portions of Clark County, outside the corporate boundaries
of said City which would connect McCarran Intérnational Airport with
various busxness dlStrlCtS of the City, the entertainment centeré,
hotels and other p01nts of interest within the Las Vegas metropoll—
tan area, and .

WHEREAS, nelther the City nor the County presently have .
funds with whlch to plan, construct, acquire and operate such '
System; and

vWHEREAS, a vehicle for the financing, construction anﬂ
operation of various public impfovements was made available by thek
enactment of Senate Bill No. 607 at thé 1971 Session of the Nevada -
Legislature whichvprovides for the creation of public trusts having

the State or any county, municipality, political or governmental
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subdivision aé beneficiaries thereof, such trusts having authority
to issue securities or evidences of indebtedness to provide funds
for the furthering of authorized and proper functions of their bene~
ficiariee and to repay indebtedness out of revenues; and

WHEREAS, Contractorézﬁave offered to contract with a
public trust having as its beneficiary or beneficiaries, either
the City or the County or both the City and the County, to do neces~
sary preliminary engineering, design and feasibility studies and,
if such System should be found by the interested parties to be
economically feasible, fo.design; cdnstruct? operate and maintain
such System. ‘ |

| NOW, THEREFORE, in consideration . of the mutual promises
and covenants hefein contained, it is agreed as follows:

1. Contractor.shall:have the exclusive right, for a |
~period ef two (2) years after the aceeptance of an assignment of
this agreement by the public trust to be created as herein provided,
to do, or cause to be done, certain "preliminary work'' consisting
of investigations, studies, traffic surveys, preliminafy planning
and engineering, development of performance criteria, preparation
of ‘cost estimates and such other things as may be necessary in order
to deﬁermine the engineering and economic feesibility of the System.
Contractor shall nromptly proceed in good faith with such prelimi-
nary work and agrees that a report as to the tecbnical and economic
feasibility of systéems shall be made to the trustees of such public
trust within such two (2) year period,. .

2. 1If, after completion of the preliminary work mentioned
above in paragraph 1, it should be determined by the interested
parties including the County and the parties to this Agreement, that

the System, or a substantial portion thereof, is technically and
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economiqally feasible, the trustees of such trust and Contractof
shall, without unnecessary or unreasonable delay, cooperate and
use best’effbgts to mutually agree upon a definitive contract, |
which shall provide that Contractor shall manufaéture,‘engineer,
donstruct and.arrangé for the financing'of‘such éystem'with re;enue
bonds to be issued by the trust, and that upoﬁ the completion of
construction thereof Cdntfactor, or an opérating company formed
by Contractor, shall have the exclusive right, duty and obligation
to 6pérate and Qaintain the Systeﬁ until thé expiration df‘fOrty
(40)&yea:s after the date of its_completion and acceptance by such
 trust:or until the retirement of allyindebtedneés incurred by the
public trust in the acquisition,ana construction of'the System,
whichever shall last occur. ° | ‘

‘ 3. -City‘Countylshall furnish all necegsary rights of
‘way for the System at noJcost of expense to the Trust or Coﬁtractors
by permitting the.uéé of street and highway rights of way, other |
public ways and lands owned or controlled by either of them for
such purﬁose.vk o S S S

" 4. Within éixty (60) days from the date ﬁereof, the City
Coﬁnty, or‘either or them, shall cause a public trust to be created
as aﬁthorized by the hereinabdve méntioned.Ac; of the legislature
with the City;vthe County, or both, or the Stéte of Nevada as the
beneficiary thereof fof tﬁe purpose of acquiring and bwning said
System and to provide a vehicle for obtaining funds with which to
adcomplish such purpose. It is understood}and aéreed that the City
County will assign this agreement to the trustees of such trust and
that such truétees shall undertake all of the duties and obligations
“herein set forth to be performed hereunder by either City County or

such trustees provided, however, that the City.County shall not be 385

-



. g . R [ e T - - ! 'S . . - . sy - : .
’. . . A Se 4.0, o .

‘l’;. ‘ ‘., E A
relieved by such assignment of the obligation of furnishing ﬁecés-
sary rights-of-way and of codperating'genérally with Contractors and
the trust in the project. It is further understood and agreed that
suchktrust.after the approval by the County Commissioners will issue
teyenue‘bonds in sucﬁ principal amount as may be required to ééy
construction costs with adequate allowance for contingencies, to
provide for"paymeht of iﬁﬁerest duriﬁg construction and to provide
required reserves for debt service and to provide working capitél.
The System shall be_oﬁﬁed by tbe trhst sﬁbject only to the security
inté&ests of bond holders or lenders in connection with the financing
.of the project and to the operating rights of Contractors, or an
operating company formed by them, as hgreinafter provided in paré-r
graph 6.. | ‘ | .

| 5. Legal counsel of the City, ﬁhe County and the trust will
cooperéte with 1egal‘couhsel of the Contractors and of their suppor-
ting associates in the preparation of the iﬁétruments, documenté and
agréements necessary to the successful financing, coﬁstructiop, main-

~ tenance and operation of the System. All such inétruments, documents
‘and'agreements shall be prepéred with due regard as to their effect

on successful financing, construction and operation of the facility
'and.shall be mutually agréeable to the partiés involved,

6. In consideration of the rights granted to Contractors
under pafagraph 1 hereof, Contractors agree that after fhé System
shall have been constructed and placed in operation, Contractors
shall operate and maintaiﬁ said.System in accordance with standards
and conditions to bé mutuaily agreed upon, that it will collect all

fares and receive all revenues of the System, and that all funds

over and above the cost of operation, maintenance, taxes and the

| ;2 . a86
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funds required‘for reserves and other purposes under the trust

documents and bond indentures shall be shared equally between the

trust and the Contractors, or an operatlng company to- be formed
by them. ' | |
. 7. It 15 understood that City County has relled upon
-phthe follow1ng representations by Contractors' | '

: (a) Contractors have an agreement w1th United

States Steel Corporation (American Bridge Divi-‘
'sion) to provide overall coordination and super:

PO ViSlon of the preparation of speciflcatlons to pro-

vide ass1stance in the design of the support struc-_gf,e

ftures, to serve as prime contractors for the con- o
- struction of the System and to guarantee the per--
Viformance thereof for a specified perlod of time
as therein provided. < | |
~(b) Contractors have an agreement with John
Nuveen and Co., investment bankers of Chicego,v
illinois,sa wholly owned'subsidiary of InvestorstA’V
Diversified Services, Inc., to act as managiog
underwriters and to consult and advise with Con-
tractors and with the trustees of the trustvin
. order to expedite the financing and construction
of the System. Such investment bankers have |
agreed to act as financial advisors to the trust
_and the Contractors, and, when all conditionsvpre-"
~cedent to the financing and construction of the pro-
ject have been met, satisfactory engineering and fea-
sibility reports have been received and necessary
contracts satisfactory to them forAthe construction

and operation of the facxllty and to provide adequate
1 -
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arranged and are readylfor'exeeutioh, to enter intodie~“k
~ a bond purchase agreement with the trust on behalonffv..
themselves and an underwriting group of investmeht i
;‘bankers to be formed by them, for the purchase of the'e 
revenue bonds to finance the progect at a price compati-
ble with the market at the time for bonds of like charac- .
ter which are similarly secured. The County shall have
o the right to determine whetber or not said bonds’are{'; o
j¥} - at a price compatlble with tbe bond market, e
(c) Contractors have an agreement with Hudgxns, c
Thompson, Ball & Associates, Inc. of Oklahoma Clty,:jifT
EJVOklehoma and Washington, D.C. to perform erchitecterai~ee'3'
engineering work necessary to ehe construction of the?d'j
System. | | _ ' | ‘d ;v“ »
| 8. It is agreed that the'City County or thedbeneficieﬁies'.
of the trust will prcmptlf take the required»action to.obtain a deterf’
mination'by the Supfeme Court of the State of‘Nevada as to the con-
stitutionality of Senate Bill No. 607, the validity and legality of
' the creation of the trust,‘the contracts entered into or proposed
to be entered into between the trustees and others, the proposed
method of financing the progect and of all other matters necessary
for the sale of revenue bonds to be 1ssued by the trustees for the
flnanC1ng and construction of the prOJect ‘ :
9. It is understood by the partles that sald Senate Blll -
No. 607 prov1des that the State Board of Finance shall first review
and approve the method of flnance proposed by any trust created
under said Act and shall approve the underwriters or financial
institution preparing and efferhg a proposed Bond issue for sale,

as to the financial responsibility of such underwriter or financialdS8
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institution, before such issue may be offered or sold. Said Aét
further provides that certified copies of the trust documents or
prepared trust documents, together with a detailed explanation‘of
the purpose, scope, area to be affected and other pertinent infor~
mation shall be submitted to the Public Service Commission to assist
the Commission in making a determinétion as to whether the service
presently being offered by any existing transportation company‘or'
public utility would be unreasonably impaired by the approval of
the trust documents and that such trust shall not become'effective
unless and until written approval has been’ given by the Commission.
The parties hereto agree to cooperate in the préparation and sﬁb-
- mission of docuﬁents and information necessary to safisfy such‘;é-'
quirements of the Act. L
- 10. Contractors and their associates have and will be
required'to incur very substantial costs and expenses in connection
with the preliminary planning, engineering, SQrveys,and studies
('preliminary work') necessary to a determination of the feasibility
of the project. In the event that for any reason the City County —
‘or a public trust ﬁo be created as contemplated heréﬁnder does not
enter into a definitive contract with Contractors to construct and’
operate the facility, or if the City County or suqh trust should
contract with-others for the construction and ope:ation of such
facility within a period of five (5) years from this date, none
of the plaﬁs, designs, drawings, spécifications, surveys, studies,
information or other materials furnished hereunder by Contractors
or their associates shall be used unless and until all of the

reasonable and necessary costs and expenses incurred for all of
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such "preliminary work" shall have been feimbursed to Contracfors
and their associates, |

| 11. All preliminary work furnished by contractors, é$] o:
mentioned in paragraph 1 hereof shall be made available for‘in- .
spection, review and aoalysis by authorized representatives ofithe
City and County and the trust agreement creating the public trust
shall provide that no bonds can be sold to provide financing and no
contract for construction or for operatlon of the System or any
portion thereof, shall be entered into by the Trustees of such 'f/
publ&c trust without the prior approVal of the City and County;o-’
Approval bylthe City of the bonds and contraéts:shall not be |
required however, in the event such contracts should not provide
for any portioo of the System to be constructed or operated within-
the corporate boundaries of the Clty | |

12, The City and the County jointly and separately :
agrees to cooperate fully and to give such assistance to the project
as may be legally given, regardless as to whether the City, County,'

-State or any combination thereof shall be the benofioiafy or bene-
f1c13r1es of the trust that is created to undertake the project.

13. The addresses to Wthh any notice permitted or
required horeunder’sha11 be delivered, unless otherwise changed

.by written notice, shall be as followé:' o |

o o The City of Las Vegas |
City Hall
Las Vegas, Nevada
The County Commission of
Clark County, Nevada
County Courthouse
Las Veggs, Nevada

| Cusﬁom Cabs, Inc.

Las Vegas, Nevada

A.J. Kavanaugh and Associates, Inc. L
3217 N.W. 63rd Street 9 350



this Agreement the day and year first above written,

éa._;.m.@g_&__

ATTEST: - i |
gm))éf%‘j ‘

-3 cretary

14, This Agreement shall become effective when executed b\
by the Contractors and either the City or the County, and in the -
event of its execution by either the City or the County and not by 2
the other, all of the: terms and provisions shall apply except that
the route to be served by the System shall be llmlted, 1f necessary,ﬁ

to rights of way ‘that can be granted by the contracting public“

‘body or obtained by it and any references herein to City County

shall mean only the contractlng public body.
15, The covenants and agreements contained herein shall

extend to and be blnding upon the successors and assigns of the

parties hereto.

IN WITNESS WHEREOF, the parties hereto have executedjf

THE(;%;Y OF LAS VEGAS, NEVADA

BY /pe«,e//( cfamg_,~ :
_ 0. Mayor .

TEST:

City Clerk

COUNTY COMMISSION OT CLARK COUNTY

NEVADA
BY./ /g ﬂ zf’/v/

PLET R X Savte (

&§§£1 S1

7»W/

A
ountly Commissi

dunty Clerk.
T " CUSTOMCABS, INC.
‘BYF @g}-ii.\&/
— Vice-President
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26 darch 1973

T03 Sonator Jamess Gibson, Chailiman
Committes on Federal, State, and local Goverrments
Fevada sStaete Senste, Carson City, KV

FROMS  Ge Angus ard Janct HacKachern
1200 Denver Street, Boulder City, NV 83005

res 53 418 - Proposzl to amend proviszions concerning trusts for public functions.
Dear Senator Gilson and lHembers of your Committee:

We wers concernsd two years sgo when, in the closinz days of the sesgion, SB 604as
onacted inte lew and made trusts for public functions possible. [t is still diffje

cult to understand how this could be defeated one day and passed with only four
dissenting votes unon reconsideration the following day. Though the Supreme Court
(State) found this act sonstitutionel in ite concept, we belleve thare sre loop=
holes in the law which must be closed,

We think the public trust, as defined in the present laow, should be subject to the
provisons of the Jecurities Laws which require competitive bidding befora issulng .
debt obligations and it should comply with the State's competitive bidding laws. ”“w,«””

It secms also proper to us that the trust should come under the jurisdiction of

the PO whon engaced in a public utility, and it should be limited to those vro-
Jects witich cen be defined as proper goverhmental functionse-mass transoortation
oy solid waste disrosal, for instsnce. This would heip allevinte future diffie-

culties in case the beneficiary had to take over the entire opgration.

. The amerdment setlinm terms of offica for the trustees provides an opprortunity for
& pericdie check on thelr trusteeship.

Just s cursory reading in the newsvapers of some of the provisions in the present
Honorail contract in Clark County indicates to us that the public trust law needs

Though Jen was assured by local officials that the use of the Public Trust Law would
have no delsterious effect on tha credit of the County in cszse of fallure, whether
that creodit was used for the ionorsil or as a vehicle for the purchase of tax-free
bords for irlintkote's installation of vollution control equivment, the fact remains
thet our “full~fsitheand credit* is bhelnzg used and we want to be sure that those
who use it sre suljsct to rigorovus controls,

Vie would prefer repesl of the act, but 1f we must live with it, the passage of 3B 418
will, in our lazy opinion, provide some protective devices for us who, in the final
snalysis, pay the bill for failure.

The record shows that the four Senators who voted against 33 607 upon final recone
sideration in 1971 are on this F/S5/Li Committee., Ve hope you agree with us that the
proposals in 53 418 ere valid. Any furthsr plugging of loopholes you can devise
which would rexove possible pitfalls sucn as collusion or fiscal irresponsibility
will be appreciated.

Thank you very much hearing us.
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