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COMMITTEE ON FEDERAL, STATE AUD LOCAL GOVERNMENTS 

Minutes of Meeting -- March 27, 1973 

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

Committee meIT'.bers present: 

Also present were: 

Geno Del Carlo 

Chairman James Gibson 
John Foley 
Stan Drakulich 
Carl Dodge 
Chic Hecht 
Lee Walker 
Coe Swobe 

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 
Press 

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. Samual Ford of Clark County testified before the co;;unittee 
on SE-418. A copy of his testimony is attached hereto as 
Exhibit "A>( .. 
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Mr. Bernard Maluud, Professor Economies with the University 
of Nevada, Las Vegas, read a prePaJ:'ed 11ta.tement from William 
'!'. White, also of the University of Nevad.A, a copy of which 
is attached heret.o as Exhih>it .. B". Re testifled that he 
believes Nevada's present trust law i9 weak because: (1) 
it does not require competitive bidding on bonds issued by 
a trust or on contracts that the trust enters into, an.d (2) 
the -way the law is worded, just about any tYJ)e of tax-paying 
enterprises could be granted the privileges a trust enjoys, 
so-long as it "provides funds for the furtherance" of a public 
:f\l!lction. 

SB-418 corrects these anti-competitive aspects of the Public 
Trust Law. As regards competitive biddimiJ on bonds and 
contracts, it is imP9rtant to taxpayer interests that oosts 
incurred by a public trust be minimized. Mr .. Malamud sub
mitted a letter addressed to Senator Poley, a copy of which 
is attached hereto as Exhibit "C". 

The committee heard extensive testimony from Robbins Cahill, 
representing the Downtown Association of Las Vegas, and Mr. 
A. J. Cavanaugh, representing Custom Cabs, tne. Mr. Cavanaugh 
submitted an "Agreement" to the committee which has been 
approved by the City of Laa Vegas, 4nd is attached hereto as 
Exhibit 8 0". He stated that plans had been submitted to the 
county and they would soon be in a position to make a decision 
on whioh of three systems they would like to have and wh'ether 
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 ia passed, it will kill 
the Las Veqaa 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 expert3. Mr. 
Leonard Thieherg of Chula Vista, California also spo~e on this 
legislation. Mary Ko~lowski of the Open Spaces Council spoke 
in support of revieion @f the Public ~rust Act and urg:ed passage 
of SB-418. Mrtt. MaoEachern submitted a state.aent on thi&- act, 
a cepy of which is attached hereto as I!xhihit. "Eri. 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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AB-632 

• • 
Extends power of Governor under Local 
Government Employee-Management Relations 
Aot 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 Foley. Motion carried. 

AB-660 Changes qualifications for judges of 
municipal courts of cities of Reno and 
Las Vegas$ 

Judge Gunderson testified before the committ-ee on this bill, 
stating that he believes this to be sound legislation. Fol-
lowing discussion, Senator Oralculich moved to "Hold Indefinitely," 
seconded by Senator Poley. Motion carried. 

There being no further business, the meeting was adjourned. 

Respectfully submitted, 

Mary Jean Fondi, 
Committee Secretary 
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S.,B.'418 

,: SENATE BILL .. NO, 418~ENATOR DODGE. ' , 

·~· 

i Referred to Committee. o,n Federal, State aiid Local Govrt'illllents 
SUMMARY-cAinends provisions eoncerningtrusts for public· functions. 

F'ISc~l N;ote: No. (BDR 19-1058) 

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

AN ACT relating to trusts for the furtherance· of public functions; 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 go".
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 pt.her changes; and providing other mat
ters properly relating thereto. 

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

SECTION 1. NRS 242B.010fa hereby amended to read as follows: 
242B.010 1, .Express trusts may be created in real or' personal prop

erty, or either .or both, or in any estate or interest in either or both, with 
the state, or any county, municipality, political .or governmental subdi:.. 
vision, orgovernmental agency of the state as the beneficiary thereof, and 
the purpose thereof may be the furtherance [, or the providing of funds· 
for the furtherance,] of any .authorized or proper function of the bene

' 8 ficiary; but no funds <>f the beneficiary derived from sources other. than 
9 the trust property, or the operati.on thereof, shall be charged with or 

10 expended for the execution, of~ trust, except by express action of the 
11 legislative authority of the beneficiary first had. · · · 
12 . . . 2. Thp officers or any 9ther governmental. agencies or authorities 
i3 having the custody, ~anagement. or control of ariy property, real or per":' 
14 ·sonal or. ho.th, of the bene:6,cjary of suc,h trust, or of such a proposed 
15 trust, whi~h property is necessary for the execution Qf the trust purposes, 
16 are hereby authorized and empowered to. J~ such. property for such 
17 purpose~ after the acceptance . of ,the , beneficial• interest therein by the 
18 beneficiary as.provided in tliis chapter, or conditioned upon such accept.: 
19 ance. · 
20 SEc. 2. NRS 242B.030 is hereby amended to read as follows: 
21 242B.030 The instrument or will creating such trust may provide for 
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.A. B. 632 · 

ASSEMBLY BILL NO. 632-COMMITTEE ON 
GOVERNMENT AFFAffiS 

MARCH 14, 1973 

Referred to C~mmittee on Government Affairs 

SUMMARY-Extends power of governor under Local Government Employee
Management Relations . Act to make certain factfinding procedures binding. 
Fiscal Note: No. (BDR 23-1636) . 

EXPLANATION-M~ in italics is new; matter in brackets [ ] is 
· material to be omitted. 

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

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

1 SECTION 1. NRS 288 .. 200 is hereby amended to read as follows: 
2 288.200 1. If by March 1, the parties have not reached agreement, 
3 either party, at any time up to April 1, may/submit the dispute to an 
4 impartial factfinder for his findings and recommendations. These findings 
5 and recom,mendations are not binding on the parties except as provided 
6 in subsections 6 and 7. . 
7 2. If the parties are unable to agree on an impartial factfinder within 
8 5 days, eith_er party may request from the American Arbitration Associa-
9 tion a list of seven potential factfinders. The parties. shall select their fact-

10 finder from this list by alternately striking one name until the name of 
11 only one factfinder remains, who will be the factfinder to hear the dispute 
12 in question. The employee organization shall strike the first name. 
13 3. The local government employer and employee organization each 
14 shall pay one-half of the cost of factfinding. However, each party shall 
15 pay its own costs of factfinding incurred in the preparation and presenta-
16 tion of its case in factfinding. . 
17 4. The factfinder shall report his findings and recommendations to 
18 the parties .to the dispute' within 30 days after the conclusion of the fact-
19 finding hearing. Such report shall be made no later than May 5 except as 
20 modified by the provisions of subsection 5. 
21 · . 5. In a regular legislative year, the factfinding hearing shall be stayed: 
22 [up] · · 
23 (a) Up to 15 days after the adjournment of the legislature sine die if 
24 the governor has exercised his authority pursuant to subsection 7. 
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(REPRINTED WITH ADOPTED AMENDMENTS) 

SECOND REPRINT A. B. 660 

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) 

EXPLANATION-Matter in Italics is new; matter in brackets f J 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 fallows: 

1 SECTION 1. Section 4.020 of Article IV of the charter of the City of 
2 Las Vegas, effective July 1, 1973, being chapter 515, Statutes of Nevada 
3 1971, at page 1076, is hereby amended to read as follows: 
4 Section 4.020. Municipal court: Qualifications of municipal judges; 
5 salary. 
6 1. Each department of the municipal court shall be presided over 
7 by a municipal judge, who shall be: 
8 (a) [Not less than] Over 25 years of age. 
9 (b) [A citizen of the United States.] An attorney licensed to practice 

10 law in the State of Nevada or a previously elected and presently incum
ll bent judge of the court. 
12 ( c) A registered voter [for a continuous 2-year period immediately 
13 preceding the year in which he is elected.] of the city. 
14 2. The salary of the municipal judges shall be fixed by the board 
15 of commissioners. 
16 SEC. 2. Section 4.020 of Article IV of the charter of the City of 
17 Reno, effective July 1, 1973, being chapter 662, Statutes of Nevada 
18 1971, at page 1976, is hereby amended to read as follows: 
19 Section 4.020. Municipal court: Qualifications of municipal judge; 
20 salary. 
21 1. The municipal court shall be presided over by a municipal judge, 
22 who shall be: 
23 (a) [Not less than] Over 25 years of age. 
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• • T~xt of testi~ony on SB 418 
~ bill to ~odify the ~~jlic Trust L2w 

f~~cr2l, St2te & Loc2l Government Co~~ittee 
27 March, 1 173 - Sa~uel ~- Ford, M.D. 

L-.. an e?fort to hc1 D co11T.11nities fin.snce project of public benefit 
b~yo~~ t~eir fi~~nciel canabilities, t~? Senate last session 
p2ss.•.c: ·; trust lt'W to 2.llow private r,;-:-::icination. In cre2ting 
the Public Trust LPW ?42 B of the NRS s~ver2l defiecencies Fpr,e;crect 
whic~ if ~llowad to re~2in coul~ unf2v~rrbly reflect on the 
g-overnT.ent;,l entitL,s ri&rticii::;,ting in such trusts. SB 418 before 
yo 1.1 tonifht seeks to correct these clef c::cts. 

To more sharoly define the scope of ou~lic trusts to those 
project~ of F. proper or a'.:thorized furction of govs2rn,n2nt, SB 418 
re,rnves th2 phrcse "or the providing- o:: funds for the furthen:ince" 
from the l.sw. Al 1 owing it to rem,c1in c~ens & wide spectrU!:n of 
business ventures which co•1ld be entered by the govcrnT.ental 
entity solely to n,ise f12: 1 1s. A city for example could go into 
partnershin for a sh0ppin~ c2nter or 2 land subdivision with 
any mutu2lly ap:reed uoon split of the ::,rnfits, in co:npetition 
with private developers using tax exem~t bonds for fin2ncing 
if it so chose. Is this n proper function of govern~ent in the 
public interest? 

In Oklnho'.llc1 where a public trust has been in effect for so'.Ite 
ti~e the orojects thus fer have been closely relsted to~ bonafied 
public functions, nuhlic buildinrs, watar projects, toll roaas, etc. 
To deviate fro~ this priacip2l ~agnifies the potenti~l prohle~s 
if o trust fails. Where 2 cle~r oublic need for service exists, . r 
it would be logical and proper for the govern~ental unit to 
step in and operate the nroject for the public good. However 
in the case of a project solely enterec into to raise funds, 
considerable problems may arise in case of a failure. 

An exa~ole might be the proposed $150 ~illion dollar L2s Vefrs 
Trade Center. It would be constructef as would be most pf 
these projects, on public 12nd. Desif~ad PS R trPde center, it 
it might not be P~en2ble to conversion tn other uses. In case 
of a frilure, whPt does the city have? A '.Il::ssive str•:cture 
not rea~ily Jusable for other purposes sitting em~ty on its 
Vcilllable dm,mtown oro;ierty. True the city t1as no dire.ct li2bility 
for tbe bonds but what can it do with tie property with a 
buildinf it doesn't ,nm sitting on it i'.', receivership? Further, 
c2n anyune doubt that the legal mess c:aated could do other 
than injure the. city's credit n:0ting c-;r. its own future revenue 
bonds? 

Ti,l!s it is m:.!ndatory th;;t the scooe of the public trust l2w 
be restructured to li'.Ilit it to projects of an authorized function. 
At le2st this way if local government ~as to step in, a needed 
p'!blic service can be continued. 

SB 4P: will c1lso insure th2t by rep-n]Etinf the ter-r1s of office 
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of ·.~ --~ trustees thn.hey will rem2 in r2scons ive to. 2ppoint
in~ 0vcrn~ental body. The present 1~~ would allow ter~s of 
st:'-'.:\· ·nerdin2te ·, ·•nzth that the trusL:c=::s could in effect be 
b2yt" · Ytbl ic c :xol. The proposed c:::;nre to 4 yec:r terms 
w,·,,:: -· consis. :.t wit.11 rener.:ol rroct:.ce ;-s it rel::ites to 
,=!,;:,.,~:-- : b,;,:,rds. Theoretic2lly, unf:e.:· the i,rescnt L=mguarc, 
ti,·c. tr. ·c:es h~v,< co-option whic1: wcml::' Fllow the11 to P!Y['oint 
t,eir:.: >~essors. 

A very f~nda~ental nnd necess~ry chanEe in the Public Trust 
L2w nropo3~d by SB 418 is in the crea :f co~pctitive biddin~. 
As tUe l~w no~ st~nds, public trusts 2ra cxe~pt fro~ all 
~-,·,:,visio:1s of any st:t11te relatini; to the issuance oC·i;-ublic 
~. >Jrities, deb-t oblig:2.tions or even t':e letting of contr;:,cts 
fr~ construction. 

I~ \he Securities Act on co~netitive bi~dinf for the bonfs 
J~~sn't ~prly, a r2te of interest set jy nefoti2tion ~irht be 
l'. :.r:·:er th-::n otl~er';.,i_se nn1il&ble, S11ch 2 rzte would tenc1 to 
~~~e tho trest less viable 8nd increase the ~ltim~te costs 
to tha cublic through the incre2scd de~t service requirements. 
It should be noted th~t the changes beinf proposed for the 
StRte Retirement and NIC funds are all oriented toward more 
flexible and a~gressive investment pol~cies. What would be 
m0re lotical in ~assive bond floats of the order of $120 to 
$110 million dollars for a public trust than to allow Nevada 
p2nsion funds to participate. To restrict their purchase of 
these issues as being too sneculative, wou}d cast apall on 
their issuance to the general public. A failure of a trust 
i.r-. s 1.1c;1 2 situation would be truly cat:::stropl1ic to the StE,te. 
C1n we ,"ssu::n-?. in sttch ~m insLince th2t the loc2l government 
r:-"'rticipo.tini ,c;s beneficiary in the tr·:st would nbsol ve its elf 
of all responsiblity for the bonds? Granted comrliance with 
the State Securities Act won't insure ;rainst f2ilure, but 
it see~s logical to afford the trust every safety factor 
av2il2ble. 

The exenotion from competitive biddin; on construction is 
particularly strange when exzmined in relation to the Oklahoma 
l;-.w used 2s a model. It states •·contr2:::ts for construction, 
1,·"'r., equip,!1.ent, ~2teri2.l or repairs in excess of Two Thous2nd 
Do' ~ars ($2000.00, shall be awarded by ~uhlic trusts to the 
lr;-.,;:'st and best co'.npc:>titive bidder, ot.:rsuant to public invitc:ition 
to bir', ... "To tbe e:•;tent tl12t costs toe the trust ;;r,:_~ m.c:de 
h~rETi' by virtue of inflated bond iss11c:3 not re.flectinf· true 
costs Q.f construction, the costs borne ·Jy the public in2vid,,.bly 
increase and the vi2bility of the tr~s: itself is jeopar~izef. 

Adequate safefu?rds are difficult to i~?lenent at best (witness 
the controversy surrounding recent ~cCarren Airport contracts) 
,,ithout 2llowing fiant loooholes as exist in the present low 
to remain. The public's confidence in the integrity of govern~ent 
requires that changes be made in this ~iole area of competitive 
bidding as it applies to public trusts. 
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Fit•. ··.11 y the re:no. of a puhl ic trus: fro:n the la.ge of 
Sec. 5 NRS 704.340 would put such tr~sts contemplating a 
utility service back under the juris~iction of the PSC 
l\.3 -::le Ir·; now st.Jnds, once the trust has g:otten PSC 2pprov;:il of 
its nlnn .. it is exe~pt fro~ further ~eview. In the case of the 
pror,csed >s Vef?,s monorail where tr,r:: local b 1.1s line ..,,ill be 
incoronr2ted into an 2rea wide syste~. the trustees are in the 
•1r:~nvi2ble position of trying to :n0x::iize Drofits for the bene
ficiRries, yet satisfy public de?anfs for i:noroved or exDAnded 
service on uneconomic bus routes. 

The." trust is not required to maint.::iir. &ny of these routes once 
the iritial 21;>1:r-oval is g-nmted. It c;:_n :no(Jify tlv~ n.ite structure 
at will and does not have to provide =ublic hearinfs. Further 
it will maintain its control over the ~ass transit of the Las 
Vegas Valley for 40 ye2rs with 211 tt2 2ttend2nt need for 
changes brourht 2bout by changing poo~lation distribution Pnd 
are and socio-economic oatterns requi~inf services. The structure 
of the nresent trust insulPtes it frc~ oublic oressures Pn~ 
Allows it to be unresoonsive to loc~l citizen nee~s. 

A return to PSC control in these Are2s Pllows the trusteed 
to concentrate on the. operation and fin2nci2l aspects of the 
trust and insures 2.t the s.sme time ac~quate public safeguErds 
end avenues of appeal. 

T~ank you for this opportunity to appear before you and urge 
your approval of these very necessary changes in the Public 
Trust Law. 

J~//4.C 
Samuel M. Foc:,N,D. 
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Outlin~f changes to the Public .st Law 
proposed by SB 418 

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

1. 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 i'n, continue to 
operate a needed service and thus salvage something. 

2. SB 418 provides for finite terms of office for trustees (4 yrs.) 
Eliminates: present latitude in appointments. 
Rationale: Present law allows terms of any len~th and in 

effect trustee's could be beyond public control 
and less responsive to changing situations. 

The proposed ch2nge is reasonable ana consistant with general 
practice as it relates to appointed boards and does not 
limit reappointment. 

3. 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.) ovmed b:1: Nevada citizens? 
b.) a state or local pension trust fund? 
Can we assume in that case the.,j.iocal government 
as a beneficiary of the truslmorally absolve 
itself of any responsibility 1o the bond holders? 

The proposed change would help insure that the best possible 
rate of interest had been secured for the trust. 

4. SB 418 requires compliance with purchasing acts as they 
relate to competitive bidr.in~. 
Eliminates: the present exemption from anv statute re0uiring 

competitive bids for construction, engineering, 
etc. on a public trust project. 
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Rationale: P.ent law permits: • 
a. bond issues inflated beyond true costs of the 

project with attendant possible kick-backs and 
collusion 

b.) 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. 

5. 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 expande~ 
service on uneconomic bus routes. 
The trust: 
a.l is not required to maintain any of these routes 
b. can modify the rate structure at wili 
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. 
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Senator Jar11es I. Gibson 
Chairman 
Committee on Federal, State 
Senate of Nevada 
Carson City, I'.Jevada 89701 

Dear Senator Gibson, 

• 
March 27, 1973 
William T. White 
University of Nevada, Las Vegas 
Las Vegas, Nevada 89154 

and Local Governments 

Regretfully, prior comrni tments do not allm: me to attend your 
committee's hearing on S. B. 148. I would be grateful if your 
coIILmittee 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 arid govern
ment were sharply 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 suitable 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 

,, 
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:.c:;~; i!)le problems seen by some in any one or two contemplated 
~s~·s of the mechanism. It seems reasonable for the legislature 
r.o :)cr::1i t the law to remain essentially as it is for at least 
t·.,·o :-::ore years. 

Thank you for your consideration. 
, 

Respectfully, 

.• , ,.---- / / . . 

✓ , , .,,, / / -L_ 
' , !. f"L,<",,·ry ~ ,.·',,_,/;' :!--'CZ----

~\'i lli am T. White 

cJ, · 380 
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Senator John P. Foley 
State Legislative Building 
Carson City, Nevada 89701 

Dear Senator Foley: 

• 
1461 commanchc D~ive 
Las Vegas, Ne· 89109 

Har ch 1 8 , 1 97. 

I ask you= support of stricter public controls over ''tr~sts 
for the furtherance of public functions," as pror:1ised by 
SE 418. I believe thatJK~vada taxpayers run a subst~nti~l 
risk of financial responsibility for revenue bonds issu3d by 
such public tr~sts. Taxpayer interests should therefore 
weigh heavily in a public trust'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 advantage 
is warranted ·when the enterprise serves a public need, e.g., a 
mass tr~~sit system, a public a=ena, or a recreational p2=k. 
Given the choice between these services being provided by pri
vate enterp~ise or govornnent ngency, I opt for private enter
prise: there is a profit incentive for efficient operations. 

Yet any enterprise that aims at a profit can easily incur a 
loss. \·lhen that enterprise is a public trust, I fea.r ~'n. ~mpM- ex-t'·c.o--f 

1 

cjt ro~panslblJLt~ the public ~ 1 make good its obligations 
should the venture prove unprofitable. Let me quote from an 
article by Charles G. Burck in the March 1973 issue of ::?ortune 
M8.f(azine, 11 It I s Promoters vs. T::i..xpayers in the Supers taci:i..um 
Game.ii ~~.,t,v~-·" . ..):-e ., .... - ' •. :~ ,.;:':_.-"''<..:.... s-~l;_,,Jk.~ 't.. ',.. ... " f.-c ... ..,.:J, ~-h'-; ~:- -;,, -

,... \i Tb.a 'ta:zpay'er i~~rely~underst"ands what he is in for 
when a stadium project iz first announced. To d.rll!:l 
up public support, the advocates of a stadiuo scnerall~' 
understate the probable costs ••• They also overstate 
probable revenues ••• The taxpayer discovers that civic 
pride has been compromised by special interests~ 
blind boosterism, and inept--planning ••.• The 11 can-do 11 

/ . .,.,,.,/ spirit bocor:ies vitiated by a lingering bi tteruess 
· ,~c/e that can undercut a city 1 s ability to finant:e other 

and perhaps more important projects. 11 

... ?ne particular article concerns sports stadiums in Seattle and 
~cw Orleans, with estir:iated costs of $65 million and 0151 million, 
respectively. ~t-reflects, however~ my apprehensions about an 
elevated :.~0.11 transit system proposed. as a public trus~t,,f O,:X: 
Clo.r)-~-' County and costing about as much as these stadiums'( esli
m~ti~' currently range from GB0-120 r:iillion). Should cost est
i~~tJs prov0 -~o ~e conscrvativ3 (less than a year ago, oonorail 
systeo coc·i; ·u2.s estimated. at only (;l:-0 million) or revenue cst
~mates prove ~o be optimistic, Clark County taxpayers =ay fi~t 
themselves 11holding the bonds" on an. elevated wnite----elephant.-

""t:.~ ,.....,O,.,o(-c-.rl. 

EXhihi f · 1'C II o(. - 381 
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To again quote Burck's article, 

"When is a revenue bond a general-obligation 
bo::id? The ansuer, it appears, is that ·whenever 
a revenue bond is used to finance a public 
project that cannot pay for itself, it turns 
into a general-obligation bond. The convol!
s±-en is easi~y=-e-f:t~ the structure ••• is 
leased to a govern::wn t agency, which in turn 
pledges to po.y "rent" that goes toward repay
ing any costs of the bonns not covered by ••• 
income. The agency, of course, has access ~o 
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 eventuality, it is essential to the public 
interest that debt financing and equipment procurement by a 
public trust in Nevada be subject to~ competitive bidding_ 
~1-onr:. of N·e·y~~. SB 418 would accomplish this, assur
ing minimu.::i financing and purchasing costs and hence a minimum 
general obligation should events force responsibility for a 
public trust onto the taxpayer. 

Very truly yours, 

Bernard I-:al2.mud, ?h .. D. 
(Associate Professor of Economics 
University of Nevada. Las Vegas) 

cc: Senator James I. Gibson, Chairman 
Federal, State, and Local Governments Committee 
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AGREEMENT 
?..t.: THIS AGREEMENT made and entered into this -30 ·aay of 

. . . . 

/)Ee. 197_L, by·and between the City of Las Vegas, 

Nevada, and the County Conunission of Clark County, Nevada, herein

after referred to separately as "City'' and "County" respectively 
i 

and collectively as ucity County'', and a joint venture composed 

of Custom Cabs, Inc., a corporation having its principal office 

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 City,. Oklahoma,· hereinafter 

called "Contractors". 

WITNESSETH: 

WHEREAS, there exists a critical ne·ed for an ~efficient 
~ . 

elevated rapid transit systemC'Syste~') to serve ~he City of Las 

I Vegas and portions of Clark County, outside the corporate boundaries 

of said City which would connect McC~rran International Airport with 

various business districts, of the City, the entertainment centers, 

hotels and other points of interest within the Las Vegas metropoli~ 

tan area; and 

WHEREAS, neither the City nor the County presently have 
i 

funds with which to plan, construct, acquire and operate such 

System; and 

WHEREAS, a vehicle for the financin·g, construction and 

operation of various public improvements was made available by the 

enactment of Senate Bill No. 607 at the 1971 Session of the Nevada 

Legislature which provides for the creation of public trusts having 

the State or any county, municipality, political or governmental 
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subdivision as beneficiaries thereof, such t_rusts having authority 

to issue securities or evidences of indebtedness to provide funds 

for the furthering of authorized and proper functions of their bene

ficiaries and to repay indebtedness out of revenues; and 

WHEREAS, Contractors01iave 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, to design," construct, operate and maintain 

such System. 

NOW, THEREFORE, in consideration of the mutual promises 

and covenants herein contained, it is agreed as follows: 

1. Contractor shall have the exc~usive r.ight, for a 

period of two (2) years after the acceptance 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·, preliminary planning 

and engineering, development of performance criteria, preparation 

of·cost estimates and such other things as may be necessary in order 

to determine the engineering and economic feasibility of the System. 

Contractor shall promptly proceed in goo·d faith with such prelimi-
, 

nary work and agrees that a report as to the technical and economic 

feasibility of systems shall be made to the trustees of such public 

trust within such two (2) year period. 

2. If, 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 
A 
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economically feasible, the trustees of such trust and Contractor 

tf shall, without unnecessary or unreasonable delay, cooperate and 

-

use best efforts to mutually agree upon a definitive contract, 

which shall provide that Contractor shall manufacture, engineer, 

construe~ and arrange for the financing of such System with revenue 

bonds to be issued by the trust, and that upon the completion of 

construction thereof Contractor, or an operating company formed 

by Contractor, shall have the exclusive right, duty and ·obligation 

to operate and maintain the System until the expiration of forty 
.. 

(40) years after the date of its completion and acceptance by such 

trust' or until the retirement of all indebtedness incurred by the 

public trust in the acquisition.and construction of the System, 

whichever shall .last. occur. 

3. City County shall furnish all necessary rights of 
~ 

way for the System at no.cost or expense to the Trust or Contractors 

by permitting the use of street and highway rights of way,' other 

public ways and lands owned or controlled by either of them for 

such purpose. 

4. Within sixty (60) days from the date hereof, the City 

County, or either or them, shall cause a public trust to be created 

as authorized by the hereinabove mentioned Act of the legislat~re 
.. . . • 

with the City, the County, or both, or the State of Nevada as the 

beneficiary thereof for the purpose of acquiring and owning said 

System and to provide a vehicle for obtaining funds with which to 

accomplish such purpose. It is understood and agreed that the City 

County will assign this agreement to the trustees of such trust and 

• that such trustees 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 _) .. 
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relieved by such a.ssignment of the obligation of furnishing neces-

- sary•rights-of-way and of cooperating generally with Contractors and 

the trust in the project. It is further understood and agreed that 

such trust after the approval by the County· Connnissioners will issue 

revenue bonds in such principal amount ·as may be required to pay 

construction costs with adequate allowance for·contingencies, to 

provide for paymen~ of interest during construction and to provide 

required reserves for debt. service and to provide working capital. 

The System shall be owned by the trust subject only to the security 
~ . 

interests of bond holders or lender~ in connectio~ with the financing 

of the project and to the operating rights of Contractors, or an 

operating company formed by them, as hereinafter provided ·in para

graph 6. 

5. Legal counsel of the City, the County and the trust will 

cooperate with legal counsel of the Contractors and of their suppor

ting associates ·in the preparation of the instruments, documents and 

agreements necessary to the successful financing, constructio:n, main

tenance and operation of the System. All such instruments, documents 

and agreements shall be prepared with due regard as to their effect 

on successful financing, construction and operation of the facility 

and shall be mu;ually agreeable to the parties involved. 

6~ In consider~tion of the rights granted to Contractors 

under paragraph 1 hereof, Contractors agree that after the System 

shall have been constructed and placed in operation, Contractors 

shall operate and maintain said System in accordance with standards 

and conditions to be mutually 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 

.. 



• • • funds required for reserves and other purposes under the trust 

documents and bond indentures shall be shared equally between the 

e. trust and the Contractors, or an operating_ company to-be formed 

by them. 

-

-

7 .. It is understood that City County has relied upo~ 

the following representations by Contractors: 

(a) Contractors have an agreement with United 

States Steel Corporation (American Bridge Divi

sion) to provide overall coordination and super-

• vision of the preparation Df specifications, to pro

vide assistance in the design of the support struc

tures, t~ serve as prime contractors for the con-
.. 

struction of the System and to guarantee the per-. 

formance thereof for a specified period of time 

as therein provided. 

(b) Contractors have an agreement with John 

Nuveen and Co., investment bankers of Chicago, 

Illinois, a wholly owned subsidiary of Investors 

Diversified Services, Inc., to act as managing 

underwriters and to consult and advise with Con

tractors and with the trustees of the trust in 

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 conditions pre

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 for the construction 

I 

and operation of the facility and to provide adequat~ _ 387 
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arranged and are ready for·execution, to enter into 

''::. . . . ..... 

a bond purc~ase agreement with the trust on behalf of ., 
themselves and an underwriting group of investment 

bankers to be formed by them, for the purchase of the 

revenue bonds to finance the project 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 

the right to determine whether or not said bonds are· 

at a price compatible with the bond market. 

(c) Contractors have an agreement with Hudgins, 

Thompson, Ball~ Associates, Inc. of Oklahoma City, 

Oklahoma and Washington, D.C. to perfonn architectural-. 

,. engineering work necessary to the construction of the · 

System. 

8. It is agreed that the City County or the beneficiaries 

of.the trust will promptly take the required action to.obtain a deter

mination by the Supreme Court of the State of Nevada as to the con

st~tutionality of Senate Bill No. 607, the validity and iegality 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 finan~ing the project and of all other matters necess~ry 

for the sale of revenue bonds to be issued by the trustees for the 

financing and construction of the project. 

9. It is understood by the parties that said Senate Bill 

No. 607 provides that the State Board of Finance shall first review 

and approve the method of finance propos~d by any trust created 

under said Act and shall approve the underwriters or financial 

institution preparing and offer.hg a proposed bond issue for sale, 

as to the financial responsibility of such underwriter or financia138~ 
A 
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institution, before such issue may be offered or sold. Said Act 

•· 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 affect.~~ a1:1d other pertinent infor

mation shall be submitted to the Public Service Commission to assist 

~he Connnission in maki~g ~ determination as to whether the service 

pre·sently 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 pre_paration and sub-

. mission of documents and information necessary to satisfy such re

quirements of the Act. 

10. Contractors and their associates have and will be 

required to incur very substantial costs and expenses i~ connection 

with the preliminary planning, engineering, surveys,and studies 

C'preliminary wor~') necessary to a determination of the feasibility 

of the project. . In. the event that for any reason the City County 

or a public trust to be created as contemplated hereunder 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 construc_tion and operation of such 

facility within a period of five (5) years from this date, none 

of the plans, designs, drqwings, specifications, 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 

_J. 389 



• 

-· 

- .. . .,. • . ,., . . • ·.•. ,. . ,. ... 
. .. 

such "preliminary wor~' shall have been reimbursed to Contractors 

and their associates • 

11~ All preliminary work furnished by contractors, as 

mentioned in paragraph 1 hereof shall be made available for in

spection, review md analysis by authorized representatives of the 

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 operation of the System or any 

portion thereof, shall be entered into by the Trustees of such 

public trust without the prior appr9val of the City and County. 

Approval by the City of the bonds and contracts shall not be 

required however, in the event such contracts should not provide 

for any portion of the System to be constructed or operated within 

the corporate boundaries of the City. 

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 beneficiary or bene

ficiaries of the trust that is created to undert~ke the project. 

13. The addres·ses to which any notice pennitted or 

required hereunder shall be delivered, unless otherwise changed 

by written notice, shall be as follows: 

The City of Las Vegas 
City Hall 
Las Vegas, Nevada 

The County Commission of 
Clark County, Nevada 
County Courthouse 
Las Veg~s, Nevada 

Custom Cabs, Inc. 

Las Vegas, Nevada 

A.J. Kavanaugh and Associates, Inc. 
3217 N.W. 63rd Street 3~0 
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14. This Agreement shall become effective when executed, -' 

by.the Contractors and either the City or the County, and in the 
', 

I .,•, 

event of its execution by either the City or the County and not by:'·~ 

the other, all of the terms and provisions shall apply except that 

the route to be served by the System shall be limited, if necessary, 

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 contracting public body . 
.. ,_; ... 

. 15. The covenants and agreements contained herein shall 

extend to and be binding upon the successors and assigns of the .. · 

parties hereto. 
I •,r f 

. ·,- ... _ 

. , . ' .. 

IN WITNESS WHEREOF, the parties hereto have executed 

this Agreement the day and year first above written. 

. ' . 

AJJST: 

tz·//✓4 
.. ' I ,, /2 / ,. 

7
s .cre·tary 

/ . 

I· 

THE fflY OF lA?S VEGAS, NEVADA .• . 

BY (J/~;( /h:;1cJ,v'---
·. . Mayor 

. . . . 

CUSTOf'i~ABSA IN~ if\\ A I 

BY Li:1:iJt:vJ ~ 
ViclT•Pres ident 

,· 
- -- . --~-·- , ....... " ~-
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26 }:arch 1973 

Toi Sentttor J 1unee Gibson, Chairman 
Comrnittee on Fod0ral, State, and Local Goverrmumts 
l}evada ;jtate Son~te, Carson City, NV 

FR.OH: G. Angus and Janot ha.c.E'.achern 
1300 wnver Street, Boulder City, NV 89005 

• 

re: SB 418 - Proposal to amend provisions concerni~ trusts for public functions. 

Dear Senator Gi~son and Hsmbors of your Cownittee: 

W~ 'W€'ira concerned t·Ho y~rs l!go when, in the clonin?. clays of the session, SB ~ms 
en~cted into lF,"..r and w.ado trusts for public furwtiono possible. lt is still d.i.ffi .... 
cult to underst~nd how tr.is could be <ls'lfoa.tad one dtJy nnd passed ·with only four 
di:rnenting votes W)Oh reconsideration the- follo-;ril".fj day. Though the Zu1,r-eme Court 
(.:;:'tate) found thi::; act uonstitutione:l in its concept, we believe there are loop
holes in the law which rimst oo clossd. 

We think the public trust, ss defined in the preoent law, should be subject to the 
provisons of ths Jecuritias L.<tW"t.i which require comnetitive bidding bef'ore issuing 
debt obligations and it should comply with thG State's oompotitive bidJing laws. /.-~"-, 

lt aeeme also pl'-Oper to us tt18t the trust should come under the jurisdiction of 
the P:X whon engn::':ed in a public utility, and it should be limited to those nro-
jects which c&n be <lefincxl. aa p1•op~r goverhmental f\mctiol'ts--mass transportation 
o:r soJ.id waste dlspoaal, for instt;nee. This would help alleviate future d1ffi-
cu1tiies 1n case t1H3 bene:ficie.cy had to take over the entire operation. 

The amendment setti~ terms of of'fioe for the trustees provides an opporlunity for 
a periodic check on their trusteeship. 

Just n. cursory r-eruiing in the nefw~aµers of some of the provisions 1n the present 
Ho:nc:rnil contract in Clark County indicates to ua that the public trust law needs 
tightening. 

'l'hough J a.n w:.ts assured by local officials that the use of the Public '£rust Law would 
have no <loletorious eSfect on tha credit of the County in case of failur0, lrhother 
that credit wns usE!d for the i.'.onorail or as a vehicle for the purchase of tax-free 
bonds for l'l.intkote• s installation of nollution control equivment, the !'act remains 
that our "full-foith-and credit•• is hoin~ used and we want to be sure tl-.18t those 
who use 1 t are sut);ject to rigorous controls,. 

Ho -would prefer :repeal of tho act, but if we must live With it,. the passage of SB 418 
will, in our l.;y o:;inion, provide some µrotective dtwice~ for us who• in the finAl. 
analysis, pay tho bill for failure. 

The record sho1.~s th~t the four &:!nators who voted against SB 607 unon final recon• 
sideration in 1971 a.re on this F/ 3/IJ.J Committee. We hope you agree With us t}mt the 
proposals in &,8 418 ere valid. /iny £t1rtlY"r plucging of loonholefJ you c~m devise 
which would rerr;ove oossible pitfalls suon as collusion or fiscal irresponsibility 
will be appreciated • 

Thank you vary much h~ing us. 

"EI/ 




