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THE SECOND DAY 
_____________ 

CARSON CITY (Thursday), December 17, 2015 

 Senate called to order at 10:59 a.m. 
 President Hutchison presiding. 
 Roll called. 
 All present except Senator Smith, who was excused. 
 Prayer by Senator Moises Denis. 
 Our Heavenly Father, this morning we come before Thee, here, in these deliberations at the 
Legislature and the Nevada Senate, grateful for the opportunity to be here, to be able to do the 
great work that needs to be done for the people of Nevada. 
 We are thankful for this wonderful time of year that helps us to reflect upon the great things 
that we have, the things we are thankful for and to reflect upon our families and our loved ones. 
We are thankful, Father, for our families and the support that they give us, especially as we are 
here. We ask you to bless them that we will not be missed but that we will be quickly back with 
them. 
 We ask you to bless our staff with the great work that they do. Bless them to be able to 
accomplish this work in the efficient manner that they do, that we would be able to do all the 
things that will help us in these deliberations. 
 We are also thankful for this opportunity and privilege of serving the people of Nevada. We 
ask You to guide us in our deliberations this day that we might be able to ask the questions that 
need to be asked, that we might be able to listen to the things that need to be heard. We ask You 
to help us to be mindful of each other and kind to one another as we go through deliberations 
this day. We pray that we might have the energy to help us be successful in the things that must 
be done. I say these things in the Name of Jesus Christ. 

AMEN. 

 Pledge of Allegiance to the Flag. 

 Senator Roberson moved that further reading of the Journal be dispensed 
with, and the President and Secretary be authorized to make the necessary 
corrections and additions. 
 Motion carried. 

MOTIONS, RESOLUTIONS AND NOTICES 
 Senator Roberson moved that, for the remainder of the 29th Special 
Session, the Secretary of the Senate dispense with reading the titles of all 
bills and resolutions. 
 Motion carried. 

 Senator Roberson moved that the following persons be accepted as 
accredited press representatives, and that they be assigned space at the press 
table and allowed the use of appropriate media facilities: KLAS-TV: 
Matthew Adams, George Knapp, Ian Russell, Patrick Walker; KNPB 
CHANNEL 5 PUBLIC BROADCASTING: Mark Cronon; KTNV-TV: 
Seven Smallwood; KUNR: Julia Richey; KVVU-TV: Luis Marquez, Miguel 
Martinez-Valle; LAS VEGAS SUN: Mean Messerly. 
 Motion carried. 
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 Senator Roberson moved that the Senate resolve itself into a Committee of 
the Whole for the purpose of considering Senate Bill No. 1 and other matters 
pertaining to the State's economic development, with Senator Roberson as 
Chair and Senator Kieckhefer as Vice Chair. 
 Motion carried. 

IN COMMITTEE OF THE WHOLE 

 At 11:05 a.m. 
 Senator Roberson presiding. 
 Senate Bill No. 1 and other matters pertaining to the State's economic 
development considered. 
 The Committee of the Whole was addressed by: Senator Roberson; Mike 
Willden, Chief of Staff, Office of the Governor; Steve Hill, Director, 
Governor's Office of Economic Development; Senator Farley; Senator 
Hardy; Senator Spearman; Senator Kieckhefer; Senator Harris; Senator 
Denis; Senator Lipparelli; Senator Gustavson; Senator Kihuen; Senator 
Settelmeyer; Senator Hammond; Senator Woodhouse; Senator Goicoechea; 
Rudy Malfabon, Director, Nevada Department of Transportation; Senator 
Atkinson. 
 SENATOR ROBERSON: 
 The first order of business is to adopt rules for the Committee of the Whole. Everyone should 
have a copy of the rules at your desk 
 The rules are as follows: 
 1. All meetings shall be open to the public. 
 2. Committee recesses shall be at the call of the Chair, or to a time certain. 
 3. Provided a quorum is present, a majority of those present and voting is sufficient to pass a 
bill or resolution, or adopt Committee amendments. 
 4. The chair must be present and will decide when the Committee takes an action or vote. The 
Secretary shall record motions and votes of Committee members on all votes and other actions. 
 5. Matters not within the Governor's Proclamation or not relevant to the specific topic under 
consideration will be ruled out of order. 
 6. Any work requested of legislative staff on behalf of the Committee must be made through 
the Chair. 

 Senator Kieckhefer moved to adopt the rules of the Committee of the 
Whole. 
 Senator Lipparelli seconded the motion. 
 Motion carried. 
 MIKE WILLDEN (Chief of Staff, Office of the Governor): 
 On behalf of the Governor and his staff, I am happy to be here to work through the Faraday 
Futures' legislation. We have a piece of legislation moving through each House. This piece is 
what we are calling the commerce piece of legislation. The workforce development legislation is 
moving through the Assembly. 
 A little over a year ago, we were all here to work through the Tesla project, which is what we 
call a large-scale project; those that are over $3.5 billion in size. This included discussing 
abatements, credits and other things. Today, we are here to discuss a mid-tier economic 
development project. This means an investment of $1 million or more. We will be discussing 
transferable tax credits, similar to the large-tier projects. This project will also deal with 
abatements, similar to the large-scale projects, but in a mid-range. Something new we will 
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introduce in this legislation is the trust-fund concept. We have heard concern that Faraday is a 
new project, that they have not yet produced a car, so there is concern about viability. There is 
language in this legislation about assurances and security including a trust fund where payments 
will be made and held until there is performance. Use of the trust fund as part of this legislation 
is important for everyone to understand. You will want to pay attention to sections 19 through 34 
in the bill that deal with bonding and how we are going to produce revenue to pay for the 
infrastructure that is needed in this geographical area. This infrastructure includes water, sewer, 
storm, rail, fire station, etc. There are a number of sections in the bill that deal with this and 
language that discusses the bonding issues and financing. You will see new language about fire 
protection. You will see language about natural gas and the freight rail service. At the end of the 
bill, you will see some discussion about something we are still working on, water rights, which 
many of you have been involved in. 

 STEVE HILL (Director, Governor's Office of Economic Development): 
 We are excited about this project and what it will mean for industrial development in southern 
Nevada. We are excited about what Faraday brings to Nevada, allowing Nevada to be a global 
center of transportation in the future—of clean transportation in the future—and completing a 
whole new industry that is now Statewide. This is a significant opportunity we have to present to 
you today. 
 This legislation provides a significant opportunity for you to open up industrial land in 
southern Nevada. This has been sorely lacking and has been a great impediment to economic 
development and the diversification of the economy moving forward. I have displayed a map of 
the Apex Industrial Area this legislation will help open. This legislation will create the industrial 
land that has been missing, causing a number of projects, we think we could have brought to 
Nevada, to look elsewhere. 
 In 2011, this Body changed the way economic development is done in this State. Working 
with the Governor, you made a real shift that, at the time, was important to make and, looking 
back now, that has made a difference. You made several policy decisions then, and in 
subsequent Sessions, that allow the State to go from where we were at the time—over 14 percent 
unemployment—to not only recovering economically, but to becoming a different type of 
economy. 
 The future looks bright. We have had a number of successes over the last four or five years, 
including putting many Nevadans back to work. As we have done this, we have begun to lay a 
groundwork for what we call the "New Nevada." This New Nevada is about creating industries 
and having Nevada be relevant in those industries in ways that will be important for decades to 
come, that will provide opportunities for all citizens, including students, across the State to have 
jobs for decades to come in industries that pay well, that are STEM and STEAM related and that 
will be there during the ups and downs we know we are going to have in the economy. 
 The opportunity we have, today, is a key piece of that future. Faraday is a futuristic company. 
They are creating a high-end electric vehicle, and this is an industry that will be important for 
decades to come. They are creating a vehicle that will be autonomous, and these types of 
vehicles will be important in the future. To have that technology, developed and manufactured in 
Nevada, in addition to a number of the other projects and companies that have come and are 
already in operation here, will allow Nevada to be at the forefront of this industry and be a focus 
around the world for what is happening in transportation, autonomy and advanced 
manufacturing. Those benefits will inure to the citizens of the State. 
 Thank you for what you did in 2011 and for the support you have given to economic 
development. This is not the end of that road, but it is a significant point in time for the State. 
The work you have done has allowed us to get to this point. 
 The agreement we reached with Faraday was the result of a competitive process. They looked 
at a number of other states. I would like to thank the City of North Las Vegas for bringing 
Faraday's attention to Nevada and for the work they did in this process. Many people were 
involved, and it was extremely competitive. Other states offered more than Nevada, and Faraday 
will verify that if they are asked, but many things attracted them to Nevada. These included our 
business environment, our ability to get things done and the fact they liked the concept of 
Las Vegas being a globally recognized city because they want to be viewed as a global 
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company. The incentives and abatements we propose in this legislation are key to making this 
agreement take place. Without them, Faraday would not come here. Because of this, we are 
asking your support. 
 We believe this is a good deal for Nevada and will share the numbers with you to show you 
why. We are projecting about $87.5 billion of economic impact in southern Nevada over the 
course of the first 20 years of this project. In exchange for that, we have offered abatements, 
transferable tax credits and will participate with others in the construction of the infrastructure 
that is important to this project and to open Apex. The costs of those abatements are split 
between the standard abatements we currently have in law and what I will refer to as the 
enhanced abatements. These would be a mid-tier between the standard abatements and what was 
passed in S.B. 1 during the 28th Special Session. These abatements would be at approximately a 
midpoint between the standard abatements currently offered and the full abatements granted in 
that Session. The total amount of abatements would be approximately $176 million. This is 
outlined in the economic impact report you have received. 
 The standard abatements will be provided to the company as they go through the start-up 
process. The difference between the standard abatements and the enhanced abatements in this 
bill will be put into the trust fund previously referenced by Mr. Willden. These would be paid 
back to Faraday only after they achieved the threshold we require to be eligible for those 
enhanced abatements—$1 billion of investment on the site of the project. That is a significant 
next step in a performance-related set of abatements and accountability for the company and for 
Nevada. 
 Part of this legislation relates to financing and installing infrastructure. I would like to thank 
the City of North Las Vegas for their help. This project, although in North Las Vegas and 
especially important for that City, is important to the entire State. No city in the Country went 
through a more difficult time during the recession that hit eight years ago than the City of North 
Las Vegas. They were at the center of that recession and felt it deeply. We all applaud the work 
they have done to recover from that time, but they are not currently in a position to be able to 
bond for some of the infrastructure that would typically be bonded by a municipality in order to 
make a project like this happen. Because of this, we are asking the State to partner with the City 
of North Las Vegas and the landowners at Apex to ensure the infrastructure is put in place. This 
will allow us to bring a project like Faraday to that city and to our State and open up the rest of 
Apex for projects in the future. 
 The workforce development bill is being heard in the Assembly. This is a part of what 
attracted Faraday to Nevada. Two of the states that we were in direct competition with have been 
leaders in workforce development support for companies and the citizens in their states. They 
have offered that workforce development as an incentive, with much success, in economic 
development efforts. Workforce development is not only important to Faraday to ensure access 
to a trained workforce, it is important to the citizens of Nevada so they have the additional 
opportunity to work in these good jobs. I would like to thank Senator Aaron Ford for his 
leadership and assistance in putting together a workforce-diversity outreach plan that is part of 
the workforce program. One important point I would like to make about this program is that the 
diversity outreach plan and the WINN program—Workforce Innovations for a New Nevada—
presented in the Assembly bill, eliminate the question of whether an individual can afford the 
training required to qualify for a job in a company such as Faraday. This program will function 
as a type of training "scholarship" program for Nevadans, in this case, to train auto assembly 
workers. We hope you will support that bill as well. 
 Applied Economics completed an economic impact analysis for this project, similar to the one 
they completed for the last Special Session. A key component in determining the economic 
impact of a project is what is often called the "multiplier effect" of the initial or core project. 
That component is the variable that is difficult to determine, particularly in a big industry or in 
an industry that is new to a region. If the industry has a history in a region, it is easier to make 
the determinations on what the multipliers should be, but it is more difficult when that is not the 
case. It is easy to project what Faraday's business model will produce, but it is more difficult to 
project how much of the supply chain Faraday will need that, in turn, will locate in Nevada. It is 
easy to project, once you know or have determined those two things, what the indirect impact 
will be. You get about 1.6 jobs for every onsite job, depending on what happens with Faraday 
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and its supply chain in the community. Determining how much of the supply chain will be there 
is the difficult part. Applied Economics are experts at this, but it is still an art and not completely 
science. 
 When we put Economic Impact Reports out, we try to be conservative. Some studies have 
said this project will ultimately have an economic impact of about a quarter-trillion dollars. Our 
projection is about a third of that. Much of this is determined by the supply chain and then how 
much the rest of Apex will grow as a result of this project. On the first page of the Economic 
Impact Report, we start off by using only local multipliers. We only think about Faraday for the 
first several years of this project, using suppliers for things that are already in the southern 
Nevada region. We somewhat ramp that up over the course of 20 years as we anticipate some 
level of supply chain moving to Nevada. Because of the number of cars Faraday is planning to 
build, which is not a huge number, we do not expect companies like seat manufacturers or tire 
manufacturers to relocate to be around the factory. Our numbers are conservative, but they are 
nonetheless very big. They top out at about $5.6 billion per year once the factory reaches 
maturity in approximately 2023. Once the factory reaches maturity, the range would be 
$110 billion to $120 billion in the 20-year period. I will pause here to take any questions on what 
I have discussed so far. 

 SENATOR FARLEY: 
 Will you publish the assumptions you used to arrive at one-third for the multiplier? In the 
report that is published, there are no footnotes or sections for the assumptions you used to derive 
your numbers. Will any of these be published and when? 

 MR. HILL: 
 We have no plans to publish any further information. If there are specific questions, we would 
be happy to answer them and make the answers public. 

 SENATOR HARDY: 
 How will this affect and or benefit El Dorado Valley, Searchlight or Laughlin in their 
economic development? There have been different people who have wanted to do significant 
economic development there. Obviously, people are interested in water. Can people qualify 
under previous options we have already put in statute or will this proposed expansion of options 
be applicable to more than just a certain area? Because Clark County is existing, how do the 
domestic water rights affect domestic well owners? Where will we go if Faraday is not 
successful? 

 MR. HILL: 
 I will answer your last question first. Faraday Futures is a company that was incorporated in 
California about 18 months ago. They have an office in Silicon Valley that does some technical 
work, and they have a relatively large facility in the Los Angeles area where they purchased an 
approximately 500,000 square foot building and have 500 people employed in designing and 
creating the car they will be selling. They have an impressive collection of people from across 
the auto industry, from most every name-brand company in the auto industry that you could 
think of. It is an impressive facility, and the work they are doing is great. The car they are 
producing has not yet been made public, but it is an impressive vehicle. 
 I am not in a position to say I am an auto-industry expert or an auto-industry analyst. Faraday 
is a start-up company and is entering into an arena that is a difficult one to enter into. They are 
doing so in an innovative way, but we are not in a position to certify their outcome, and we 
understand that. It is more our role to make sure they have every chance of success, that they 
have not only the commitment but the capacity and the ability to follow through with the 
commitment they are making on the other side of this agreement. 
 We also need to understand this may not work out that way. We need to design the program, 
our agreement with them and the accompanying legislation, to take all possible outcomes into 
account. Having performance measures, real accountability and making sure the downside risk is 
protected are our responsibilities as well as yours. We are excited about Faraday coming to 
Nevada and what they will be doing. We have seen the capacity they have to follow-through 
with this commitment, and I feel comfortable they will do that. 
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 We have designed this agreement, and proposed legislation, in a way that protects the State 
and the citizens of Nevada while providing an exceptional upside as well. The language of the 
proposed legislation is generic, so these policies would be eligible for use across the State. A 
company would need to invest $1 billion on the site of a project to potentially access the benefits 
of this proposed legislation. This would have to be approved by our Board. This would apply not 
only to the geographical areas you cited, which are potentially great areas for other companies, 
but also to those across the State. 
 There are several benefits to having Faraday in Nevada, specifically in southern Nevada as it 
relates to your District and others. I believe most of you have seen the effect a project of this 
size, with similar economic impact projections, has had so far on northern Nevada. It has lifted 
the market in northern Nevada. It has lifted property values and provided an acceleration of the 
reduction of unemployment in northern Nevada. This legislation will have an impact on average 
wages across the market and will provide a new set of opportunities, whether a person is living 
in Boulder City or North Las Vegas. It will broaden the economy, and as we start to become a 
global center of advanced transportation, many new possibilities will be opened up. It will also 
draw attention to the region that would not have been there in the past. Companies will begin to 
look at southern Nevada, including the El Dorado Valley, including Searchlight, including 
Pahrump and including Lincoln County, because they are going to want to be where this action 
is happening. All of this will happen from having a company like Faraday come to Nevada and 
open up these possibilities. 

 SENATOR HARDY: 
 What about domestic well owners in Clark County? There may be people who are not a 
priority in their circumstances. 

 MR. HILL: 
 We are working on that provision with you and other members of this Body, and that 
language will probably be amended prior to be presented. 

 SENATOR HARDY: 
 I appreciate that. Thank you. 

 SENATOR ROBERSON: 
 If there are no other questions, you may proceed Mr. Hill. 

 MR. HILL: 
 There are four parts to the agreement with Faraday. One is the workforce development 
component, which is not in this legislation you are discussing today. The other three are 
abatements, transferable tax credits, infrastructure and the ability to install that infrastructure. 
There are also parts of this legislation that either clarify or certify things that need to be put into 
place to execute this agreement. 
 I will begin with abatements and transferable tax credits. Sections 2 through 17 of Senate Bill 
No. 1 of the 29th Special Session discuss installing the mid-tier of abatements into what was 
passed in the 28th Special Session as S.B. 1. This section begins with transferable tax credits. 
The language, other than that discussing the trust fund, which I will detail later, is either 
identical to or virtually identical to that passed in the previous Special Session, with the only 
difference being percentages and total amounts. During that Session, the legislation allowed for 
100 percent abatement of real property tax; 100 percent abatement of personal property tax and 
100 percent abatement of the modified business tax, all for 10 years. There was also an 
abatement and rebate structure for sales tax that eliminated sales tax for 20 years. Nevada is one 
of the few states that charge sales tax on manufacturing operations. In order to be competitive in 
any of these manufacturing economic development opportunities, eliminating sales tax from the 
process is needed to place us on a level playing field with most other states. There are 39 states 
that do not charge sales tax on manufacturing operations; 5 of which are because there is no 
sales tax in the state at all and 34 of which are because they have made it a policy to do so. This 
tax can be a significant cost to a project, so this abatement is something that is necessary to 
attract manufacturing operations of this size. 
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 The proposal before you reduces the previous numbers by either a time factor, in the case of 
sales tax, or by a percentage of 75 percent as related to the real and personal property tax and 
modified business tax. We are asking the mid-tier contain the ability to eliminate sales tax, 
partially through an abatement and partially through the rebate structure given later in the bill, 
for 15 years rather than 20 years. We are asking that the percentage abatement in this mid-tier 
for real property, personal property and modified business taxes be 75 percent rather than 
100 percent. In order to qualify for these abatements, a company would be required to commit to 
invest $1 billon, show the Board of the Governor's Office of Economic Development (GOED) 
they have the ability to invest that billion dollars and then actually invest the money on the site. 
The provisions approved in S.B. 1 of the 28th Special Session, relating to oversight, reporting 
and auditing, would apply to this mid-tier level. 
 Section 15 of the bill discusses the trust fund concept and the ability of GOED to negotiate 
with potential economic development projects in Nevada to deposit some portion of the tax 
abatements they may receive in a trust fund. This means they would pay as they go along, and 
until they achieve the billion-dollar threshold, they would make payments into the trust fund. 
Once they achieve the billion-dollar threshold, the funds would be returned to the company. If 
they do not make the threshold, the Nevada Department of Taxation would distribute the funds, 
which would then be considered taxes which had been gathered in the trust fund, and these 
would be returned to where they originally would have gone. This is an added and significant 
layer of performance and accountability that has been added to this legislation, and it can be 
applicable to more than this mid-tier. It is specifically applicable to the agreement we have made 
with Faraday. In that agreement, the difference between our standard abatements and the 
mid-tier will be paid by Faraday as they go through this process. That money will go into the 
trust fund. Once they achieve spending the $1 billion on the site, the trust fund will be turned 
back over to them. This relates to the questions posed by Senator Hardy. 
 We are happy we have been able to make this agreement with Faraday and appreciate their 
cooperation in allowing this to happen. That amount equals approximately half of the 
$175 million in abatements that would be part of this project, but that number is somewhat 
dependent on time frame. If Faraday moves quickly—which we hope and think they will and 
which is projected in the economic impact report—once they achieve that $1 billion, they will 
receive the full abatements in the future. Approximately half of the abatements, between the time 
they start and the time they achieve the $1 billion threshold, will be earned as they go along and 
will have a claw-back provision. The other half will be put in the trust fund and only received 
once they achieve the $1 billion investment. 
 Transferable tax credits of $9,500 per job for up to 4,000 jobs have been offered for a total of 
$38 million. That is using the same process as we did with Tesla. This amount is approximately 
75 percent of the per-job amount offered in the previous legislation, which was $12,500 for up to 
6,000 jobs. They will be able to earn these credits starting in the first year of the next biennium, 
Fiscal Year 2018, and will be eligible for transferable tax credits of up to $7.6 million per year 
for 6 years. That will total the $38 million available. There is a partial offset to this. The GOED 
will be relinquishing $8 million of transferrable tax credit authority we have in the Catalyst 
Fund. The net cost of the transferable tax credits will be $30 million. We will also be 
relinquishing $1.5 million from this Fund to help fund the workforce development bill. We 
currently have $17.5 million of authority over a 5-year period in the Catalyst Fund. We will be 
reducing this by $9.5 million leaving $8 million of authority for future economic development 
projects. 

 SENATOR SPEARMAN: 
 You indicated that if the performance indicators were not met, the Taxation Department could 
take back the money and redistribute it to the intended recipients. What happens to the interest 
that might have been gained on these funds? 

 MR. HILL: 
 The way the legislation is structured, the interest follows the funds. If a company ultimately 
earns the money by making the investment, they also earn the interest, as that will be a part of 
the Fund, and that payment will be paid to the company with the interest. If the company does 
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not meet the criteria, the interest will stay with the Fund and be part of the distribution back to 
all of the governments that normally would have been paid along the way. 

 SENATOR FARLEY: 
 In reading sections 2 through 18 of the proposed bill, the GOED is authorized to approve 
these applications. Does this mean that as long as your office makes a deal that meets these 
parameters, it will do so without the assistance of Legislators? I want to make sure I understand 
what authority you are now moving over to your office and away from the Legislature. 

 MR. HILL: 
 When the legislation says our office, which includes the responsibility to go to our Board for 
approval. Our Board consists of the Governor, the Lt. Governor, the Secretary of State and six 
appointed private-sector members—three of whom are appointed by this Body and three of 
whom are appointed by the Governor. Once the parameters of that authority are established in 
law, those are the guidelines and the boundaries our Board has for approval of future projects. 

 SENATOR KIECKHEFER: 
 I recognize that because of the transfer of the money from the Catalyst Fund our additional 
liability for funds is around $30 million. I would like some assurance that in the next budget 
cycle that money will be part of the Governor's recommended budget, to be anticipated to roll 
forward, so we do not have to do the dance we did this Session in budgeting for transferable tax 
credits when it was not on the books. 

 MR. WILLDEN: 
 Absolutely. Going into the last Session collectively, this Body, the State Budget Office and 
the Governor's Office did not have as tight an accountability on the various tax credits as we 
have now. If you look at the bottom of the spreadsheet in the Economic Forum documents that 
were done last week, all of the transferable tax credits are listed there now, as these will be. You 
can see what is earnable or transferable from this. They will all be accounted for and part of a 
budgeting process. If there is a new line item to go on here for this new tier level, you will see a 
$38 million line item over years to come, and then, you will see the line item that Director Hill 
talked about where he has the authority to adjust that down by the $9.5 million leaving him only 
$8 million on that line. A new line of $38 million with $17.5 million decreased to $8 million will 
show. 

 SENATOR KIECKHEFER: 
 I like the concept of the trust fund. Please discuss your flexibility in structuring it. Are you 
able, under this, to require certain abatement amounts to be put in and others not be? If it is such 
a strong tool, why is it permissive? 

 MR. HILL: 
 It is permissive. It allows us the latitude to work out an agreement with a perspective 
company that is anywhere within the percentage or timeframe standpoint in the trust fund or 
earning abatements as they go along and have a claw-back provision. It is designed to be 
permissive because economic development remains a competitive process. Is it a somewhat 
unique way of doing this across the Country. Faraday was agreeable to it, primarily, because of 
the start-up nature of their business. That was what caused this trust fund concept to happen, but 
that is not always the case. The size of the project would not always warrant the administrative 
effort that would go into making the trust fund process happened. On larger projects, it may 
make more sense, but we are not sure if that type of concept will make us completely 
uncompetitive. We felt it was somewhat premature that an absolute determination be made that 
this had to be in each project going forward. 

 SENATOR HARRIS: 
 What are the benchmarks for the $1 billion investment Faraday is going to have to make to 
get the abatements? What were the discussions about the actual investment they will be making? 
Will it be equipment which can then be moved to other sites? Will it be infrastructure 
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investment, buildings or other things? I am unclear as to how we are going to measure that a 
$1 billion investment has been made so they can access the trust fund. 

 MR. HILL: 
 The investment has to be made on the site and has to be recorded with the county recorder in 
whatever county the project is in, in this case Clark County. It can be real property or personal 
property, but it has to be on the county's books, and it has to be on the site. It can be the land, the 
buildings, the equipment that will go into the buildings or the infrastructure the company puts 
into the site. It encompasses all of this. It has to remain on the site and has to be part of the 
county recorder's records. 

 SENATOR HARRIS: 
 Regarding personal property, will there be percentage limitations so the project is not 
personal property or equipment heavy? Will they be able to remove the equipment even if it has 
been recorded? Will there be a requirement that it stays in Clark County? If their business needs 
dictate a change and they need to move it to other sites, will they have the ability to remove this 
investment from Nevada? 

 MR. HILL: 
 We do not have a preference between investment in real estate and investment in equipment. 
Investment in equipment typically has as an equal impact on the ability to create great jobs, 
which we know this project will do and is what our goal is. There is no criteria set for this. We 
know what their plans are, and these are outlined in the Economic Impact Report. The 
construction of the building will be approximately $350 million. The equipment for the building 
will be near $1 billion. The projection is for about $1.35 billion in expenditures. The 
replacement of equipment is part of the investment in the consideration. The concept of moving 
the equipment somewhere else would be a reduction of the investment. 

 SENATOR HARRIS: 
 Will they get the full value of the initial investment or are we going to depreciate costs? I do 
not imagine they will reach the billion dollars in one year or even five years, and I am trying to 
get a better idea about the timeline. Do they get the full value of the equipment or, as we get 
closer to the $1 billion over time, are we going to take deprecation into consideration so they 
would actually have to invest more to reach that amount? 

 MR. HILL: 
 We anticipate they will achieve the billion-dollar investment in about year four or five. There 
will be $1 billion in new construction in this 3 million square foot facility by that time. In this 
case, we do not feel reaching the goal is an issue. In answer to your question about depreciation, 
we will be doing a dollar-for-dollar calculation. It is much simpler and easier to administer than 
trying to calculate the future value of some investment. If we needed to do that, we would just 
raise the threshold instead. 

 SENATOR DENIS: 
 You stated they will record their purchases with the county recorder so we know the property 
is onsite. I believe there was a question about buying equipment, storing it at the facility, then 
moving it to a different facility during the last Special Session. Are you saying they would not 
be able to do this because it would need to be stored onsite and registered? 

 MR. HILL: 
 Yes, that is correct. If they move it, it would come off the county rolls and be a reduction in 
the amount they had spent. 

 SENATOR DENIS: 
 Does this apply to contractors and others that are doing work as well? 

 MR. HILL: 
 Yes, it does. Contractors would not be able to purchase mobile equipment for this project, use 
it for three months, then move it. 
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 SENATOR DENIS: 
 In section 11, the need to provide documentation satisfactory to the office is discussed. Is this 
your office? 

 MR. HILL: 
 Yes, it is. 

 SENATOR DENIS: 
 This section continues, in paragraphs (g) and (h), to discuss employees and qualified 
employees. Could you please define the difference between these? 

 MR. HILL: 
 A qualified employee is defined as an employee who has been on the site for at least 3 months 
and is receiving a minimum of average work of 30 hours per week. 

 SENATOR DENIS: 
 In section 11, subsection 2, paragraph (g) when it says "number of employees," does that 
include qualified employees? 

 MR. HILL: 
 For construction industry and construction process employees and permanent workers, we 
receive information on the number of those workers and the number of those workers who are 
Nevadans. As it relates to transferable tax credits, we get information regarding the amount they 
are paid and the average amount they are paid in order to ensure the company has achieved 
hiring the percentage of Nevadans, both in the construction process and in the permanent 
employment area of the operation. Those employees who are hired permanently must be paid a 
minimum of $22 per hour, on average, and have the required benefit package. The audit we 
produced for the Tesla project shows this information: number of construction workers who 
have worked for at least a day; number of those workers who are Nevadans; number of 
permanent employees hired and the number of those employees who are Nevadans. 

 SENATOR DENIS: 
 In regards to auditing, are we going to treat this program similar to how we treated Tesla? 
How is this working there compared to what we have seen before? 

 MR. HILL: 
 The language in law regarding auditing that was structured during the last Special Session 
applies equally to this mid-tier. This includes a need for 50 percent Nevadans to be hired on the 
construction side and 50 percent Nevadans hired, as a minimum, on the permanent employment 
side. All of the audit and reporting provisions also apply. 
 There has been discussion regarding the first Tesla audit, which was completed late and was 
posted two days ago. We completed the process of negotiating the audit procedures with Tesla 
with assistance from Grant Thornton, the auditor who did the work. This took some time 
because it was new. Once we agreed upon the procedures, we required Grant Thornton to 
perform a number of direct hands-on audit procedures and processes. It took more time than 
anticipated. The companies participating on the project did not know what those procedures 
were going to be, so they had to go back and gather the required information in order for all of 
the steps we agreed the audit would contain to actually happen. We think this audit process will 
be sped up in the future because we now have the procedures in place. This audit was intended 
to be produced by September 1. We obviously did not want the report to go out and have it 
incorrect or shortcut the process, so it took until a couple of days ago to get it right. 

 SENATOR DENIS: 
 How often will the audit be completed? 

 MR. HILL: 
 It is an annual audit. 
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 SENATOR DENIS: 
 This legislation allows you to give exemptions on certain things. Where will that be reported 
so we can see what exemptions you are giving? For example, if you are lowering the 
requirement that 50 percent of the employees need to be Nevadans, how often will that be 
reported and will we be able to see that? 

 MR. HILL: 
 Any request for an exemption is required to be posted. There are a number of organizations 
that have asked to be notified of requests for exemptions. We will make this a public process. It 
will certainly be on our website. We now have the responsibility of notification to many 
organizations, so if this situation comes up, it will be a public process. It has not come up, but I 
think it would be well known if it did. 

 SENATOR DENIS: 
 Will it follow the same procedures we are already following with Tesla? Will it be posted on 
the website and anyone can see what the exemptions are? 

 MR. HILL: 
 That is correct. Those requirements are currently in law and will apply in this case. 

 SENATOR DENIS: 
 Is it delineated that way in this bill, or is it just an assumption you will do it that way? 

 MR. HILL: 
 I believe it is delineated in this proposed bill. 

 SENATOR DENIS: 
 I did not find it, but I will look for it. 

 SENATOR FARLEY: 
 I would like to follow-up on my question regarding solely moving the authority to your office 
and the Board you work with, to make these types of decisions. While I do not think it is a good 
idea to tie the hands of the people who have to make these deals, either with creativity or money, 
I want to know why you feel not including the Legislature in the process is a good idea? If this 
should pass, what accountability will the people of Nevada have from your office to know what 
is going on and what our tax dollars are being used for? This does not suggest there is any type 
of accountability to anyone on any level other than the folks that are within your office or the 
Board. 

 MR. HILL: 
 The process for working through potential economic deals that may come to Nevada is 
obviously an ongoing conversation. The Legislature is not in Session most of the time, and that 
is one reason it would be difficult to include the Legislature in the process. In addition to that, 
there needs to be a single point of contact for a company in exploring these types of 
opportunities. This is typically a significant issue for a company and their employees, and this is 
the reason those conversations are held confidentially. Involving a large group, practically, 
would not be possible because the companies would not allow that to take place. They would 
look elsewhere. No other state does it that way. Those are the core reasons why the process takes 
place the way it does. I believe there is a strong amount and a significant amount of both 
reporting and accountability in what our office and Board does. We have been transparent in that 
process and have been held pretty strongly to results. Over the past four years, this has been a 
successful process. Certainly, there can be improvements at times, and we are open to 
suggestions, but this explains how we are where we are today. 

 SENATOR FARLEY: 
 I applaud your work and expertise, but I think there has to be an accountability factor. 
Somebody has to look over the deal, particularly, since a lot of this money is either the 
government relieving a burden on a business to bring them here or additional tax dollars the 
current residents are going to have to pay and absorb. While I believe your true intention is to do 
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nothing but better the State of Nevada, my rose-colored glasses in life have not always proved 
that everything is rosy. What is the oversight? What is the accountability factor? What is it that 
the public can expect if you have sole control over making these types of deals at this dollar 
amount? 

 MR. HILL: 
 This legislation and the policies in law now are the calculative decisions the Legislature has 
made. They are the boundaries within which our office and our Board can operate, and every 
two years, they can be revisited. In the Interim, those are our boundaries, and we are accountable 
to them and responsible within them. Our Board has significant representation from elected 
leaders in the State and representation from the private sector. I am regularly required to report 
to both the Legislature and the Governor on the efforts we are undertaking and the results of 
those efforts. Whether that be about the recruiting process or knowledge from projects such as 
unmanned aerial vehicle initiatives, all of those great things we are doing are required to be 
reported on a regular basis. I am often asked to appear in front of the Interim Finance Committee 
(IFC) or the Legislative Commission to provide updates on programs. There is an opportunity 
for the Legislature to continue to have input, even during the Interim, and, certainly, to develop 
or change policy as a result of those reports and the results of each Session. 

 MR. WILLDEN: 
 Senator Denis, the information about internet waiver posting is located on page 9, beginning 
on line 44 and continuing to the top of the next page. 

 SENATOR SPEARMAN: 
 We are discussing a rather large sum of money in the abatement. Has anyone calculated what 
the ROI (return on investment) would be on that, either on an annual basis or in total? 

 MR. HILL: 
 There are a few ways to calculate or depict return on investment. One is based on a ratio of 
economic impact to the incentives that have been offered. That $87.5 billion, in comparison to 
the approximately $215 million we have, equals a 400 to 1 ratio. That is, somewhat, comparing 
apples to oranges, but it is a ratio that is often used. In this case, the ratio is pretty high in 
comparison to other projects including some of the major projects we have done here in the 
State. 
 There is an estimate, which is significant, of what the tax revenue will be as a result of this 
project. It is about $767 million over the course of 20 years. This is, approximately, evenly split 
between local governments, the State General Fund and K-12 education. In comparison to the 
$215 million in incentives being offered that gives a ratio of about 3.5 to 1. Obviously, there is 
no revenue being generated on this project at all right now. The map I have posted shows what 
is, now, largely a piece of desert. That will not be the case in the near future. We are lowering 
the tax burden for Faraday in order to be competitive, draw them here and produce all of these 
benefits. 

 SENATOR SPEARMAN: 
 Some of my constituents want to know why there is such a large abatement process. That is 
why I asked these questions. 
 I am not sure the language in the bill is explicit enough to show it is necessary to abide by not 
only the letter but the spirit of this law relating to hiring qualified employees. When we look at 
that, how will we actually know? You have mentioned requiring drivers' licenses and other 
things, but if there is a breech in that particular confidence mechanism, how will we know? Is 
there a possibility to maybe tighten this language so the spirit and the letter comport with each 
other? 

 MR. HILL: 
 The audit procedures we agreed upon and implemented in the audit with Tesla are hands-on. 
That is not to say the potential for something slippery to be done is not there, but we would hope 
to be able to catch this during an audit process which is where that possibility would exist. I 
cannot say we would catch, every time, something like that would happen. I know the two 



DECEMBER 17, 2015 — DAY 2 33 

companies that will be participating in this program are happy to tighten this language if it is 
possible to do so. If you have suggestions, we are open to them. 

 SENATOR SPEARMAN: 
 North Las Vegas was hit extremely hard in the last recession, and I know my constituents 
would relish the idea of being able to get a good paying job. That part of this proposed bill is 
important. I would like to refer back to the Faraday supply chain and other companies coming 
into the area to be part of the process. Has there been consideration for any of the existing local 
businesses to participate as providers in the supply chain? Not just on the high end, but we will 
have many different elements needed for this project. 

 MR. HILL: 
 Yes, there has been consideration. I believe you and Senator Ford have been part of the 
impetus in making sure this conversation has started. I am hopeful this outreach has been made 
and that conversations have begun. Senator Ford is shaking his head "no," but we will make sure 
that happens. It is part of the conversation we will be having shortly. 

 SENATOR LIPPARELLI: 
 I applaud all your efforts and hard work on this. It is an exciting thing for southern Nevada. 
Does the bill create a framework for any other businesses in the future that intend to expend a 
billion dollars? Is that the sole criteria you and the Board will use as the mechanism to approve 
these abatements? Is that it, the billion-dollar threshold? 

 MR. HILL: 
 It is not necessarily the only criteria we would use. It is a limiting criteria for us. As 
Senator Farley was asking, regarding our limits and how they are defined, there would be 
legislatively defined limits on what we could consider. There could be any number of other 
considerations either our office, in the initial part of the process, or our Board, ultimately, would 
take into consideration. This would be largely wrapped around the requirement that we feel it 
would be in the economic interest of the State of Nevada. 

 SENATOR LIPPARELLI: 
 To the extent a significantly viable financial company comes to the table with a billion-dollar 
project, are you in the position to deny the abatements, based on the language in the bill? If a 
company stated they would come in here with $5 billion of expendable capital, and it was ready 
to take advantage of the billion-dollar threshold to get the abatements, could you, in the future, 
say "no" to that project? 

 MR. HILL: 
 Our Board has the ability to say "no" to that project, but it is not the way they have done 
business. We have tried to develop policy that is tighter than what would be in law, ahead of 
making that determination. 

 SENATOR LIPPARELLI: 
 Under my hypothetical, is that determination dispositive? If you or the Board made a decision 
that you did not think a $1.5 billion project was meritorious, and if you said no, is that it? Does 
the company have a remedy to challenge your decision based on abatements given to other 
parties? I am trying to determine if the justification for the abatement is partially driven by the 
expected hiring of the employees, which then drives a material amount of the future economic 
benefit through payroll and the multiplier effect that comes from that. I am envisioning a project 
where there is a logistical center that has few employees. The construction pop would occur, but 
an abatement could occur without the company having to actually hire that many people. 

 MR. HILL: 
 I do not remember if there is a review process in the law that loops back through the GOED 
Board. The decisions of our Board are subject to judicial review, so the decision could be taken 
to court. Let me give you a couple of hypotheticals covering some reasons our Board might 
decide not to approve a project, even though there would be a $5 billion investment. The first 
would be a situation where wages paid to the employees at that investment were low. Another 
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might be that the investment used a significant amount of water that, in this State, would 
jeopardize others. There are those types of somewhat extreme situations where having the 
latitude not to have to say "yes" is good policy. 

 SENATOR LIPPARELLI: 
 Is that criteria laid out in this bill? 

 MR. HILL: 
 It is not. At this point, it is the responsibility of the GOED Board to make those decisions and 
have those policies in place. 

 SENATOR LIPPARELLI: 
 To the extent someone begins down the path of making an investment and hypothetically 
reaches a significant portion of the billion-dollar investment, say $800 to $900 million dollars, is 
there a clock tolling on when they trigger or is it in perpetuity that it can be taken down? Is there 
a start clock and an end clock? Is there an incentive to get people to spend the billion, or it is 
lost? 

 MR. HILL: 
 The eligibility for any of the abatements we have whether standard, the old S.B. 1 of the 
28th Special Session or those currently being proposed has to be applied for. The clock can start 
from the moment the application has been filed for that abatement. If a company had our 
standard abatements in place, grew significantly and got close to the billion-dollar mark and 
thought they would exceed that amount, the expenditures that were made prior to an application 
for the mid-tier of the Senate Bill No. 1 benefits would not count toward that. The future 
investment is all that would count for that application. 

 SENATOR LIPPARELLI: 
 I understand that and appreciate your clarification. I am talking about a project that is 
approved, and the expectation is that the money will be invested. The company then, from a 
business perspective, feels it does not make economic sense to go all the way to the billion 
dollars and decides to only spend $700 million. Are the abatements lost? 

 MR. HILL: 
 Yes, they would be completely lost. 

 SENATOR LIPPARELLI: 
 That is my question about the time clock. If someone is at $700 million, can they forever 
hang there and at some point decide to catch up and grab the abatement, or is there some 
mechanism that limits the amount of time a company can take to reach the level needed for the 
abatements? 

 MR. HILL: 
 There is a ten-year maximum timeframe. We can negotiate something within that, but it is a 
ten-year project. 

 SENATOR LIPPARELLI: 
 I did not see that in the bill. I may have missed it. If the thought process for a decision is that 
the abatement is worthy because there is an expectation of high-paying jobs, and then five or six 
years into the program that does not come to fruition or there is a business default and the jobs 
do not occur or there is a big shutdown, is there any accommodation made for claw-back? 

 MR. HILL: 
 Yes, in the agreements we make with companies—and the law requires us to do this—there is 
a time frame within which the company is required to start operations in order to keep what they 
have earned. If they do not do that, they lose the benefits or the abatements. Any of the 
performance measures that are not met, particularly in the mid- and higher-tiers, you either 
perform and keep those incentives or you do not and lose them all. 
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 MR. WILLDEN: 
 The language regarding the 10-year timeframe is found on page 8, lines 44 and 45. 

 SENATOR GUSTAVSON: 
 A significant portion of this bill deals with transferable tax credits. I am concerned about why 
we need to have these transferable tax credits. Why can we not just give tax abatements or 
incentives? With the Tesla deal and this deal, it appears we are issuing more transferable tax 
credits than are going to be used by these companies. They can then sell these credits to someone 
else. That is where the transferable part comes from. Why would we be issuing more credits to 
somebody than they can use themselves, other than for them to make a profit by selling at a 
discounted rate to someone else? Please explain this to me. 

 MR. HILL: 
 It is a process many states have, and it is what it takes in order for us to be competitive and 
attract the projects here. A company would be better off if they can use the credits themselves, 
and I think there is a reasonable possibility of that happening. They would be able, in that case, 
to use them on a dollar-per-dollar basis. If they sell them in the open market, the organization 
they sell them to has the potential to make some profit. The selling company would actually be 
losing the difference. The transfer of the tax credit could be to the benefit of the purchaser and 
the detriment of a seller, like Faraday, at no difference in cost to the State. 

 SENATOR GUSTAVSON: 
 Would this not have the possibility of decreasing the tax revenues to the State? 

 MR. HILL: 
 No, whoever possesses the transferable tax credit will claim that credit with the State on a 
dollar-for-dollar basis, so there is no possibility they could get more from the State than is on the 
face of the tax credit. The initial recipient of the tax credit, if they were in a position where they 
could not use it and had to sell it, might receive less benefit than was on the face of the tax 
credit, but it has no possibility of costing the State more. 

 SENATOR ROBERSON: 
 Senate Bill No. 1, being considered today, provides for $38 million in transferable tax credits. 
Can you remind me what the amount of transferable tax credits was for the Tesla agreement? 

 MR. HILL: 
 The transferable tax credits for Tesla were offered both with respect to creating jobs and as 
they made an investment. That total was $195 million. 

 SENATOR DENIS: 
 On pages 9 and 10 in subsection 7, regarding the online reporting, the way I understand the 
procedure is that it is the same. How has this worked so far? It looks like once a request is 
received, it is posted for three days. It is then either granted or denied, and that action is also 
posted. In both instances, before and after the fact, comments on the request can be made, is that 
correct? 

 MR. HILL: 
 I believe that is correct. We have not had this process occur to date.  

 SENATOR DENIS: 
 You have been able to post things but have not had any comments made, is that what you are 
saying? 

 MR. HILL: 
 No, there have been no requests for waivers, so this has not been implemented yet, and we 
have not had to use it. 

 SENATOR KIHUEN: 
 I have a question about the 50-percent requirement. Is this 50 percent of all employees in the 
project, or is it 50 percent of the employees for each employer? Please clarify that for me. 
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 MR. HILL: 
 The legislation is structured so there is a lead participant on the project. There can also be 
additional participants. Faraday would be the lead participant on this process. Tesla would be the 
lead participant on the project in northern Nevada. The requirements are structured around that 
lead participant and all the other participants below them so it is a total amount. It is not for each 
individual company that is helping to build the project or an individual participant or investor in 
the project. 

 SENATOR KIHUEN: 
 Would you be open to the idea of changing this to a 50-percent requirement per employer? As 
my colleague from North Las Vegas mentioned, that area was hardest hit when it came to 
unemployment and foreclosures. That should be a priority when it comes to hiring Nevadans, 
particularly from North Las Vegas, as we try to help them get back on their feet. Would you be 
open to the idea of making this 50 percent per employer? 

 MR. HILL: 
 I understand, and I think I agree with the sentiment your question addresses, but it would be 
difficult to do this at times. There are specialty instances, and a number of them in both of these 
projects, where companies do not have any or much experience, particularly not on this scale. 
Requiring each company to have this percentage would probably trigger a fair amount of the 
waiver process to be implemented. 

 SENATOR SETTELMEYER: 
 On page 14, section 13, subsection 3, prepayment of the abatements is discussed and the 
GOED is given discretion. Your track record, and that of your present Board, has been 
impeccable, but I am always worried about what the future will hold. What are some of the 
factors that would go into whether or not you would require a prepayment of those abatements 
held in the trust account, which appreciate as a concept? You have the question of "may" versus 
the concept of "shall." What would go into that? Would it be things such as the years a company 
has been a Fortune 500 company, credit scores or what would those factors be? 

 MR. HILL: 
 If this legislation passes, we will go through a regulatory process in order to have a more 
thorough discussion and more transparent policy on that. The competitive nature of the situation 
is some of that. The history, the ability to know the financial condition of the company, the size 
of the deal and how significant a risk it actually is, will all be considered. Some of the taxes are 
pretty straightforward. Others, when you get into things like property taxes, have a number of 
different components. Determining how those might be redistributed would be a significant 
effort. Those would be the criteria we would begin the conversation with, but as we go through 
the regulatory process, it will be better defined. 

 SENATOR HAMMOND: 
 I would like to follow up on Senator Farley's question. When the Legislature decides to give 
up some of its responsibility and transfer it to another agency, we are discussing more growth in 
the bureaucratic process. My concern is who will be responsible for the actions? Why do you 
feel this transfer of power to your agency is needed? What is going on now that dictates the need 
for more flexibility and for power to be given to your agency? Can you give us a scenario 
regarding why you think this is necessary for us to be competitive in today's world?  

 MR. HILL:  
 From a transferable tax credits standpoint and a tax abatement standpoint, this is not really a 
transfer of authority. It is actually a middle ground between authority you provided in the past 
for both larger projects and smaller projects. Prior to S.B. 1 of the 28th Special Session, there 
was a limited amount of financial authority for transferable tax credits. This was the 
$195 million. This functionally requires me to come back to get approval for an agreement that 
would incorporate transferable tax credits through the Legislature in order to fulfill that 
agreement. The major part of the rest of the bill is around the bonding of the infrastructure 
necessary to activate Apex and allow this project to come to Nevada. The reason for that, in this 
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legislation, is the difficult situation North Las Vegas found itself in as a result of the recession 
that made the City unable, on its own, to bond, through either the tax increment area or a special 
improvement district, without the partnership of the State. That is new. It can be called 
additional authority, and it is, but it is necessary in this case because without it this project 
cannot happen. 

 SENATOR HAMMOND: 
 That returns me to the idea that in today's world, we are seeing the necessity for you or others 
in your position, to make such deals in order to attract companies of this type to an area. I can 
see what you are saying. On one hand, it is necessary, but on the other hand, we are asked to 
give up some of our oversight, for example, the transferable tax credits. Once another company 
is given those transferable tax credits, what procedures do you have in place to monitor the 
company and ensure they are keeping their part of the bargain? What are you doing to make sure 
they do that so when the public asks us if we kept our constitutional responsibilities we can 
answer them? 

 MR. HILL: 
 The policies and authority you have implemented with the standard abatements, with Tesla 
and other programs, comes with reporting accountability measures that you also implemented. 
This proposed legislation is the strongest effort along those lines to date. We are, and you are, 
continuing to require more performance and stronger accountability than has been the case in the 
past. That goes hand in hand with the authority you are providing to help make these things 
happen for the State. 

 SENATOR FARLEY: 
 I have a question specifically about section 52, subsection 2, paragraphs (a) and (c). Please 
interpret these for me. Paragraph (c) seems to provide a lot of authority to either one individual 
or to a body. Please explain that in case I am not reading it correctly. 

 MR. HILL: 
 I would like to explain how this section of the bill works first and see if that answers your 
questions at that time. 

 SENATOR FARLEY: 
 I think reading the bill in context will make a difference. Thank you. 

 SENATOR WOODHOUSE: 
 I would like to follow up on the website posting and accountability. Because we only meet 
every two years, would you be open to giving the Interim Finance Committee (IFC), at various 
points, updates on where this project is? That might allay some of our concerns. 

 MR. HILL 
 The legislation requires quarterly reports, for a period of time; an annual audit and an annual 
report. We submit these to the Governor and to the Legislature through the Legislative Council 
Bureau. Often, I have been asked to come to the IFC to verbally give that same report. 

 SENATOR ROBERSON: 
 Are there other questions regarding abatements and transferable tax credits? 

 SENATOR KIECKHEFER: 
 I believe you referenced the total abatement of the sales tax including the State's 2 percent. I 
did not see that in the bill. Can you tell me where that is in the bill? 

 MR. HILL: 
 It is in section 45. 

 SENATOR KIECKHEFER: 
 This is similar to the process we approved through S.B. 1 during the last Special Session, is 
that correct? 
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 MR. HILL: 
 Yes, that is correct. That is not new language. 

 SENATOR KIECKHEFER: 
 Is that a ten-year timeframe as well? 

 MR. HILL: 
 The sales tax abatement in S.B. 1 from the last Special Session is for 20 years. It is now 
15 years. 

 SENATOR ROBERSON: 
 We will be in recess for 10 minutes. 
 The Committee will come back to order. 
 Mr. Hill and Mr. Willden will now continue by discussing the infrastructure component of 
Senate Bill No. 1. 

 MR. HILL: 
 When building a project of this significance, or any commercial development, there are many 
major pieces of infrastructure to be considered. First, there are the roadways. In this case, the 
Nevada Department of Transportation (NDOT) will be constructing an expanded interchange at 
the intersection of Interstate 15 and State Route 93. In the Legislative Briefing Materials binder, 
you have been provided with a map showing the area impacted by this project. This interchange 
is represented by the yellow line at the top of that map. The Nevada Department of 
Transportation will be widening the road along the frontage of the Apex area, which is 
approximately 5 miles and will construct a flyover entrance ramp going into the Apex Industrial 
Park. This will prevent travelers and park employees from having to make a downhill left turn, 
across traffic, going at a high rate of speed. If you have been to Town Square in the southern part 
of Las Vegas, there is a one-lane flyover ramp similar to this to prevent this same thing. This 
would be constructed going into the Apex Industrial Park. Estimated costs for this and the other 
infrastructure projects can be found in your binder under the tab labeled "Infrastructure 
Summary." The cost for this road construction is between $45 million and $50 million. Funding 
would come from the Highway Trust Fund. You may have received a letter about this from 
NDOT. If you have not, we will get it to you. This letter explains that this project will not delay 
other southern Nevada road projects or those elsewhere in the State. 
 The next two pieces of needed infrastructure are a rail port and water access. These are 
important components of this project not only for Faraday and for others coming to Apex in the 
future, but also for the region. We do not have a true rail port in southern Nevada at this point. 
This is an approximately $35-million project right now. We have recently received an indication 
of commitment that is not a legal commitment, that another company at Apex needs a rail port 
and is willing to contribute on a proportional basis. We will see what that proportion is. In 
addition, we have had conversations with the Union Pacific Railroad. The switch in this budget, 
that would connect the rail port to the main line of the Union Pacific line, is something they 
would consider, provided the load factor for that part of the rail would actually be there. There is 
the potential Union Pacific might contribute to the cost of this project as well, which would also 
lower the cost. The Union Pacific, from a rail standpoint, would build the main road, and the rail 
port we would build would be like a driveway connecting the end user to the main road. We are 
asking that the authorization to fund and finance the rail projects be added to the language 
passed in A.B. 497 during the last Legislative Session, so the language would now authorize 
both water projects and rail projects. This cost would be approximately $35 million, but this will 
probably be reduced as we continue to work. 
 The initial cost of providing water to Faraday and development of the initial groundwater 
system for Apex, in general, is listed on line 3 of the Proposed Phase 1 Improvements 
($67,866,975). The expansion of water infrastructure is included in that line. This would allow 
water access more thoroughly through the Park to activate more acreage. We think these two 
projects would open up approximately 2,800 acres of additional development opportunity and 
supply the infrastructure, including the well and groundwater system, necessary to support that 
acreage. 
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 We request the Phase 1 part of the project be financed through the A.B. 497 process. The 
expansion into the Park, and other pieces of infrastructure that would provide benefits 
throughout the park, would be funded by the landowners in the area through a Special 
Improvement District (SID). This is shown in the Funding Source Allocation section, on the 
Proposed Phase 1 Improvements chart in your binder. The first column lists funding that would 
come from the State Highway Trust Fund ($48,206,068). The second column, that I will explain 
further, shows funding from the SID ($69,721,170). The third column is funding through the 
Tax Increment Area, which is the A.B. 497 process ($70,617,170). The last column, which I will 
explain later, relates to Southwest Gas ($5,764,500). 
 The water project and the wastewater project are split between the A.B. 497 process and the 
SID process (A.B. 497: Water, $34,932,180; Wastewater, $3,480,000. SID: Water, $32,934,795; 
Wastewater, $8,656,125). The rest of the projects will stand alone in one of those two areas. A 
SID is an assessment that is allocated to the ownership of the land. It is a fee that is attached to a 
property tax invoice. It is not a part of the property tax. It is a rider, an added fee on top of the 
property tax. These calculations are usually done by an engineer who is a specialist in allocating 
the cost of infrastructure and determining the benefit over a diverse set of landowners. It is a 
process that happens on a regular basis. Typically, in a municipal environment it will happen on 
a per square footage of frontage. In this case, we are dealing with larger tracks of land so the 
allocation will be done on a per-acre basis. The landowners at Apex have agreed to be a part of 
this and are willing to make these payments to fund this SID. The landowners would be paying 
for storm drainage infrastructure expansion; wastewater that would be necessary on the site; 
additional water infrastructure to get water to more than just the initial Faraday location, and for 
the electrical costs required to allow those pieces of infrastructure to operate. I want to make an 
important point. The electrical provision in this bill is only for the electricity, and the cost of 
providing that electricity, to run the pumps and the valves and things necessary to allow storm 
drainage, wastewater and those types of infrastructure to operate. It is not a mechanism for an 
individual operator or owner to get power from NV Energy or other providers to their facility. It 
does not have anything to do with Faraday other than that power is required to make these pieces 
of the infrastructure operate, and this is the component cost of that ($10,919,000). This required 
clarification in legislation, and one of the pieces we are recommending would allow that to take 
place. 
 There is a chart in the binder under the tab labeled "Natural Gas," showing where the natural 
gas lines are currently located. The yellow lines are the current lines. The proposed connection 
site is indicated with a box and a red arrow in the center of the map. This is where the line would 
need to run in order for Faraday to operate. The part of the bill that addresses that issue would 
declare the Faraday project to be one of economic development and would make it eligible under 
language from S.B. 151 passed during the last Session. This could potentially help offset the 
cost, if necessary, for Southwest Gas running this line on a commercial basis. They would still 
have to apply to the Public Utilities Commission; it does not change that. The only thing the 
language does is expedite the process of declaring the running of that natural gas line a project of 
economic development. 
 Each of these bonding mechanisms is approximately $70 million in costs. The last binder tab 
labeled "Public Financing" summarizes the cost of the project. Some of the other revenue 
generation methods and the cost of issuance that are added are listed under the "Projects" 
heading. In each case, we have added a provision for two years of capitalized interest. This is a 
grace period for making payments and would be added to the total of the bond. We would 
capitalize interest that has not been paid in order to let these things get up and running. This 
would allow us to generate revenue to make payments. The initials "DSRF" stand for Debt 
Service Reserve Fund. This Fund would provide a cushion for payments. In order to fund the 
initial bond fund that would be repaying the debt, more money would be borrowed than 
necessary to build the projects. This provides an additional cushion for the payment stream. 
These two types of funding sources need to be added to the debt when doing the accounting, and 
we have done this. There is also a cost of issuance for the bonds listed. The total for the two is 
approximately $173 million. In this legislation, we have capped the outstanding amount of any 
debt through this program at $175 million. 



40  JOURNAL OF THE SENATE 

 From a functional standpoint, I would first like to address the amount of risk attached to these 
bonds and the level of risk attached to them. I will first address the SID bonds. In both situations, 
the city or county, in which the bonding would occur, would make an application to our office 
and be a part of this process. For the Faraday project, the City of North Las Vegas would make 
that application to our office. Their general obligation would be in front of the State's obligation. 
Using an SID, there are a number of safeguards. In an SID project, an assessment is made to all 
the property owners who have agreed to participate in the SID. That is added to their property 
tax bill. If they do not make that payment, there is a lien placed on their property. That, 
ultimately, can lead to foreclosure to generate the payment. The risk level of an SID is virtually 
non-existent. The property value completely covers the amount of debt in question here, and I do 
not see any risk to anyone other than the property owners in this situation. There could be some 
risk in terms of time from a payment standpoint, which is why we have looked at providing that 
initial seeding to use for the bond fund if necessary. 
 There is a little more risk to the State or City in the tax increment area. These payments are 
usually significant amounts of money. They are important to activate the Apex area and bring 
Faraday here. Without these steps, those things cannot happen. The relative amount of how 
much the State spends and how much local government spends on infrastructure, although a 
significant amount of money—the $80 million range for a project of this magnitude and 
impact—frankly, is probably the best investment in this process we will have made in a long 
time. It will be one of the best infrastructure projects out there. That is not to say it is free of cost 
or risk. From a tax increment area standpoint, first, a measurement is taken of the amount of tax 
being generated in that tax increment area. This will be at least the 2,800 acres activated by the 
infrastructure, but it could be broader than that. Inside this area, the Department of Taxation will 
measure how much tax is currently being generated. This is now, primarily, desert so there is not 
a lot of tax being generated. The value of that land is also low, typically in the $5,000 to $10,000 
an acre range. Once the infrastructure is installed and Faraday moves in, other things could 
potentially happen, and we think they will. This might include new things such as Hyperloop 
saying, a couple of weeks ago, they are going to come to Apex. The increment for payment of 
the bond is the difference between what the future revenue is and the current revenue. That is the 
revenue available to pay back the bond. Absent that revenue being available, North Las Vegas 
and then the State would be obligated to make payments. 
 These payments must be made. It is a legal requirement that if the State's general obligation is 
at risk and has been pledged, ultimately, if no money can be found, the State would be required 
to raise taxes in order to make the bond payment. That is the provision that triggers the 
two-thirds vote requirement on this bill. It has never happened that the State has had to do this. 
This is a $4.9 million a year payment if no revenue comes at all. This is not going to happen. 
The provision is there, and there is a requirement for a two-thirds vote because of that provision. 
There is no tax generation anywhere in this bill, but this requirement triggers the provision. 
 There is a provision in the bill that allows us to require a company, in a number of different 
ways, to provide certainty they will move forward on a project. It takes a while for the SID and 
the tax increment area processes to unfold. We will be able to visually see the progress Faraday 
is making prior to issuance of these bonds. It will also take time to get these projects started. 
There is a 6- to 12-month lag between obvious progress on the project and starting to spend the 
money on the infrastructure. Hobson and Associates, for our office, has projected the tax 
increment, based on just the revenue from Faraday, is enough to issue these bonds. There is 
enough bond payment coverage as a result of the Faraday project. Because the infrastructure will 
be in and Faraday will be there, the value of that property and of the property for miles away will 
rise. This additional value will create additional property tax and a portion of that tax can and 
will be used to make these payments. That is not included in the Faraday-only analysis. A 
projection including Faraday and some continuing, conservative buildout of Apex has also been 
made. The Faraday-only tax generation eligible to repay these bonds is $143 million. The 
Faraday increase in property value plus some absorption of new businesses at Apex would 
generate approximately $244 million eligible to repay these bonds. There is a significant amount 
of potential revenue. We did not include anything other than Faraday in the original proposal. 
We are considering the increased value of the property and the increased activity at Apex as a 
part of the cushion that would be available to help pay these bonds. 
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 The Treasurer would issue these bonds for both the tax increment area and for the SID. Our 
office would be responsible for working with the lead agencies on this. We have some thoughts 
about who these might be, but we have not yet spoken to some of them. The Regional 
Transportation Commission (RTC) has not been approached and has not approved this, but we 
think they are the logical organization to run the rail port in southern Nevada. We would work 
with the RTC, in that case, and they would contract to build the rail. We would fund that effort, 
and we would track the progress. 

 SENATOR GOICOECHEA: 
 I recognized the infrastructure is the key component in this, even more than the anchor tenant 
is. I want to make sure I have this clear in my mind. We are going to bond at a cap of $175 
million and pay for it with the SID or tax increment area. My understanding is the SIDs will be 
borne by the property owners in the Apex area and only those in that area. As I look at the tax 
increment areas, it appears they could extend out to taxpayers in all of North Las Vegas and 
possibly even the County because that is the local jurisdiction. Is that correct? 

 MR. HILL: 
 The intention for the tax increment area is simply the Apex area. I do not know if the law is 
limiting enough or how the limit is to that. All that was contemplated in our office was that area. 

 SENATOR GOICOECHEA: 
 I was looking at the bill and on page 21, subsection 4, it states "against all taxable property 
within the jurisdiction of the local government and that the local government issue general 
obligation securities." Technically, the County could be on the hook. North Las Vegas clearly 
would be, because Apex is in North Las Vegas, and ultimately, it falls back to the State because 
we are guaranteeing the bonds. You have said in a worst-case scenario, there could be a State 
tax. Would we raise the 17-cent State property tax, or where would the funds come from to 
cover this? 

 MR. HILL: 
 We would not raise the 17-cent increment. The revenue needed would come from the State's 
General Fund. I may have misunderstood your original question regarding revenue. The tax to 
pay the bond would be taken from the tax increment area, which is defined as the Apex area. If 
there was not enough revenue generated by that tax increment area to pay, you are correct, it 
would then be the responsibility of the City of North Las Vegas' general fund. 

 SENATOR GOICOECHEA: 
 Could it also, ultimately, end up being paid by the County? In an incorporated city, 
technically, the county has the deepest pockets and is on the hook under State law. I am 
supportive of what this will do for rural Clark County and southern Lincoln County. I am trying 
to figure out who is going to pay what. I need to figure out for my constituents who would have 
to pay the bill in the end. It appears, ultimately, it would fall back to the State's General Fund if 
there is a true shortfall. 

 MR. HILL: 
 Yes, that is the case. It is my understanding that Clark County is not in this chain, but I will 
check. It is North Las Vegas and the State. 

 SENATOR GOICOECHEA: 
 I want to make sure my constituents in North Las Vegas, although few in the Apex area, are 
protected as well. We do not want the people who live in North Las Vegas, outside that area, to 
have their tax burden expanded to cover this. As we look at the law, that could happen if there 
was a real shortfall. 

 MR. HILL: 
 That is true. 
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 SENATOR GOICOECHEA: 
 It is a risk worth taking. We are capped at $175 million worth of bonding. We are going to try 
to cover it with the SID or the tax increment area. If that falls short, it will, ultimately, be the 
State's obligation, and we would pick it up and recover it further down the road. 

 SENATOR SETTELMEYER: 
 I have a two-part question. The first part relates to the rail. You indicated about $37 million 
will be dedicated to the concept of creating a freight rail. I am fully supportive of the project 
overall, but I am curious about the road-tax money. I know this money can only be used on 
asphalt—on roads. Is RTC going to create a separate fund for this project to make sure we do not 
run afoul of the law? 

 MR. HILL: 
 I do not want to overcommit RTC. There will be a separate bond fund specifically to be used 
by whoever builds the rail. That will prohibit, as well as ensure, that any transfer from the 
Highway Trust Fund or an unapproved source of funding would not be capable of happening, let 
alone happen. 

 SENATOR SETTELMEYER: 
 I wanted to make sure that was on the record. My other question is about routes for the new 
Interstate 11 freeway. Are there discussions with Rudy Malfabon, NDOT, regarding talking to 
the federal government about assisting, even partially, with helping out with U.S. 93 if it 
becomes part of I-11? 

 MR. HILL: 
 This is probably a better question for the director of the Department of Transportation. I am 
not aware of any discussions at this point. 

 SENATOR HARDY: 
 How long are the bonds issued for and how long are we projecting the tax increment area to 
be in place to be able to pay the bonds off so the $173 million and $128 million are coexisting? 
What is the timeframe on this? 

 MR. HILL: 
 The natural resource projects such as water, wastewater and storm drainage are eligible to be 
financed over the course of 30 years. The bonds that are not related to natural resources have a 
maximum timeframe of 20 years. Our projection, primarily through the tax increment area, is a 
15-year timeframe for those bonds. The revenue streams projected will cover those times frames 
well. 

 SENATOR HARDY: 
 If we have not given the County the power to tax, as a home-rule issue, anything the City 
cannot handle would then fall to the State and the State would be in charge of making up the 
difference, is that correct? 

 MR. HILL: 
 Yes, that is correct. 

 SENATOR HARDY: 
 If we do this, would the City gain some benefit so it is, possibly, helpful financially? 

 MR. HILL: 
 That is certainly correct. The benefits here for the State, region and City are significant. It is 
also the core philosophy around why it is appropriate for the City of North Las Vegas' general 
obligation to be pledged as well. 

 SENATOR HARDY: 
 This public/private partnership would benefit a city, a state and the people who live there. 
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 MR. HILL: 
 That is correct. 

 SENATOR DENIS: 
 You mentioned this would not delay any already-planned road projects. How is that possible? 

 MR. HILL: 
 I do not want to diminish the cost or importance of the $50-million project, but one of the two 
reasons this works is that in the larger scope of the Highway Trust Fund, and the amount of work 
done through that, this is not a significant amount of money. The pace at which they make 
$50-million expenditures does not alter the proposed start and finish times of projects. In the 
recently passed Federal Transportation Funding legislation, provisions were made to, potentially, 
borrow against future revenue to get projects done more quickly. I do not know a lot about this, 
it may be a question for the Director, but that may be an alternative if there is any concern about 
it. 

 SENATOR DENIS: 
 You mentioned several things about the SID. You said the roads would not be a part of this 
because it was going through the Highway Fund. Would the rail be funded through this funding? 
You said the rail would be used not only by Faraday but also by some of the others. 

 MR. HILL: 
 The rail, the initial phase of the water and the wastewater portion of the Faraday project 
would be part of the tax increment area. 

 SENATOR DENIS: 
 What about the storm drainage? 

 MR. HILL: 
 The storm drainage would be part of the SID which would be paid for by the landowners. 

 SENATOR DENIS: 
 Would the natural gas infrastructure go through Southwest Gas? 

 MR. HILL: 
 It is likely all or the majority of the cost of installing the natural gas pipelines will be a 
commercially viable project paid for by the users that are out there. Senate Bill 151 from the last 
Legislative Session allowed for a situation in which an area or community, that did not have 
natural gas and needed it in order to advance its economy, could spread across the rate base, a 
portion of the cost that is not commercially viable in running the natural gas line due to its 
economic development benefit being the greater good. This is important for areas that are 
hamstrung by the fact that just providing natural gas to the site could commercially eliminate the 
possibility of economic development. There is a process in front of the Public Utilities 
Commission (PUC) to determine how much of the cost of a project is commercially viable 
versus how much would need to be financed or paid through the S.B. 151 process. The general 
opinion is that it would be, at most, minor. What we are asking for, in this legislation, is to call it 
a project of economic development so we can begin to get the answer to that question from the 
PUC as soon as possible. There may be a portion of this cost that may be paid for through 
S.B. 151; though it may not be the case, it may just be paid for by the property owners at Apex. 

 SENATOR DENIS: 
 I do not know what the impact will be on the general ratepayer, but the PUC will determine 
this when you go through the process, is that correct? 

 MR. HILL: 
 The PUC will determine if it is appropriate and how much is appropriate. 

 SENATOR DENIS: 
 Is any renewable energy included in this project? 
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 MR. HILL: 
 When Faraday begins, they will not, but it is an environmentally-friendly company. They will 
certainly be exploring those options at some point. 

 SENATOR KIECKHEFER: 
 Will the proceeds from the bond sales be deposited into your office to manage?  

 MR. HILL: 
 Yes, that is correct. 

 SENATOR KIECKHEFER: 
 Do you have the staff to manage this and keep track of all of it? 

 MR. HILL: 
 We have flexibility in our staffing that the Legislature has provided. We have some expertise 
in this area on staff now. We may have to make some moves to make it work, but we can do this. 

 SENATOR KIECKHEFER: 
 Is there anything in this bill or are we going to see anything that would require more 
resources for your office? 

 MR. HILL: 
 No. 

 SENATOR KIECKHEFER: 
 Section 28 discusses the process for issuing the bonds. It appears the initial issuance does not 
require the approval of the Legislature or IFC since we are having this discussion now. 
Additional sections of the bill, regarding the tax increment area—for example, section 53—state 
the local government can create the district for the natural resources project or a rail project for 
which it has received approval from IFC. Is it the idea that approval of this legislation would 
cover that, and they would not have to come back to IFC to get those approvals? 

 MR. HILL: 
 Yes, that is the case. We requested that date because it will take some time to get this process 
implemented. The idea would be any further issuances would have to come back to IFC. 

 SENATOR KIECKHEFER: 
 You have picked a cap for this project that is, ultimately, in line with the Faraday project. The 
statute however, as a tool, could be valuable for other projects on a go-forward basis. Was there 
a consideration to put in a higher number, above $175 million? My belief is the cap—that is the 
constitutional debt limit—is based on a percentage of our overall Statewide property value. We 
are about $750 million under our constitutional debt limit. This number is below that, as it well 
should be. Was there any consideration for putting in additional ability to use this tool for 
economic development purposes above the single Faraday project? 

 MR. HILL: 
 We had not given that consideration but certainly would be willing to do so. The entirety of 
this bonding would not apply to that cap because natural resource projects are exempt from that 
cap calculation. Water, storm water, wastewater and those types of projects would not count 
toward the cap. We are still well away from the constitutional cap on bonding. If you would like 
us to consider a higher number, we would be happy to do so. 

 SENATOR KIECKHEFER: 
 There are a couple of sections in the bill that make the legislative determination that these 
water projects are natural resources projects for specifically that purpose, to ensure they are 
outside of that cap. Is that correct? 

 MR. HILL: 
 Yes, that is the case. 
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 MR. WILLDEN: 
 Section 50 defines natural resource projects and lists the types: drainage, flood control, sewer, 
wastewater and water projects. These would be deemed natural resources projects outside the 
cap. The other projects we have discussed would be inside the cap, which currently runs with 
about $600 million of headroom. 

 SENATOR GOICOECHEA: 
 I have a question for NDOT Director Malfabon. I am curious about the timing and the 
$50 million for the enhanced interchange at I-15 and U.S. 93 and the flyover lane. Depending on 
how quickly it moves forward, could we, maybe, delay that and save some money there? It was 
my understanding that using this $50 million now might delay another project or projects. 

 RUDY MALFABON (Director, Nevada Department of Transportation): 
 The Nevada Department of Transportation has met with our financial staff to look at our 
options, and we believe the best way to deliver the projects for the industrial center complex at 
Apex is to use existing funds. The way we can do that is using a method called "advance 
construct." This means we use State funds to advance the next federal year's funds. We feel we 
have enough cash flow to use the State money in the Highway Fund at this time. We anticipate 
getting environmental clearance of the design in 2016. We will use the design-build method, 
which is the fastest delivery method for this type of infrastructure, in 2017 and 2018 to construct 
the project. 

 SENATOR GOICOECHEA: 
 Then, this would not delay any other ongoing construction anywhere else in the State because 
we are using Highway Trust Fund money, or are we not going to use Highway Trust Fund 
money? 

 MR. MALFABON: 
 We are using Highway Trust Fund money. We looked at the years the major projects are 
coming out in southern Nevada and what capacity we have in State and federal funds. We want 
to use federal funds for this so we get reimbursed by the Federal Highway Administration. Since 
we program the money in the fiscal years, we would rather keep the projects as is and use the 
2018 money in 2017, using State funds to advance the project, and then be reimbursed. 
Basically, you are borrowing your next Fiscal Year's money with State funds and then being 
paid back in that year when you get replenished with the federal funds. 

 SENATOR GOICOECHEA: 
 I was concerned we might end up with a $20 million to $30 million flyover ramp and have 
one lane with three cars an hour on it. There are lots of stoplights on U.S. 93 now, and we stop 
on it fairly frequently. That is quite a bit cheaper than a $30-million flyover ramp. I thought that 
until the need arose, we might be able to save the money and build something else. 

 SENATOR SETTELMEYER: 
 Are there discussions about the proposed routes to I-11 looking into potentially tying into this 
project? 

 MR. MALFABON: 
 The Transportation Board has approved a western route, and we are anticipating it will go up 
U.S. 95. In the new federal Transportation Bill that was just approved, earlier this month, it 
designated the future Interstate 11 along the western alignment. There is a new freight 
transportation program at the federal level that starts at about $10 million of new money and 
gives program authority to NDOT. As we have been looking at our freight transportation plan, 
we think some of the improvements needed are along the eastern side on U.S. 93. When the 
flood damage occurred on Interstate 15 and we had to have traffic use that route, there were 
areas needing improvements. For example, we could use passing lanes and the junctions of 
certain highways where triple or double trucks could make the turns easier and safer. We 
anticipate a lot more projects that will support freight movement along that eastern corridor that 
will be eligible to use that federal funding. 
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 SENATOR ATKINSON: 
 Please explain the difference between the $50 million which is the Highway Trust Fund and 
the normal mechanism we use to pay for roads. What is the difference? 

 MR. MALFABON: 
 State highway funds are those used by the Department of Public Safety, the Department of 
Motor Vehicles and NDOT for their projects and services and to provide public safety. At the 
federal level, this is called the Highway Trust Fund. We receive those funds from the Federal 
Highway Administration along with some transit funds. The money in that account can be used 
for transportation projects, and there is a process to identify the projects. If you look at the 
electronic Statewide Transportation Improvement Program website, you can see every project by 
county. You can search it and see all of the major projects in the county you are concerned with. 
We identify the projects, and we use all the money as budgeted and allowed by the State 
Legislature on a by-name basis. We stay below that limit. We are not going to exceed that limit 
with these projects. We looked at the year the projects are desired to be delivered and asked: 
what is physically practical for our delivery schedules and for meeting federal guidelines for 
environmental clearances and design standards? There is money available in the Highway Trust 
Fund, and it is constantly replenished. As we pay our contractors on federal projects, we are 
reimbursed in a matter of weeks so it is constantly being replenished. 

 SENATOR ATKINSON: 
 I am not as confident this will not move ahead of projects that are already scheduled. Is there 
a way we can get a list of these projects? 

 MR. MALFABON: 
 The online tool is a new tool. It can be found at http://estip.nevadadot.com/default.asp. If you 
click on this link, it will allow you to search by county and look at the projects. It will bring up a 
list of all the Regional Transportation Commission, NDOT and federal, county or city projects 
that are using federal funds or that are significant for a region. 
 Regarding the question about whether these projects for U.S. 93, I-15, the interchange at 
U.S. 93 and the frontage road, State Route 604, take precedent over other prioritized projects on 
our list, they will not. They are being added to the list for a specific federal fiscal year. We 
already anticipated certain projects. Widening I-15 from Craig to Speedway was intended for 
2016 and remains in the 2016 federal fiscal year. This is approximately a $40-million project. 
We had anticipated utility relocations in 2017 at the northwest of the interchange of U.S. 95 and 
I-215; Centennial Bowl. This is approximately a $17-million project and stays in federal fiscal 
year 2017. A widening project was intended for U.S. 95 from Kyle Canyon Road to Durango 
Drive. However, the City of Las Vegas would like us to do some interchange improvements 
there as well. We were just going to widen the highway. We felt that, with the additional 
$20 million of city funds the City of Las Vegas is going to work with RTC to get, it is a project 
that requires moving the dates. That is not because of Apex improvements. It is because the City 
wants to add more scope. We do not want to do projects that cause traffic problems year after 
year; we want to do it all at once. We felt it was good to accommodate the City's request and add 
the interchange improvements and a slip ramp for the HOV system. That was about a 
$40-million project but will now be closer to $60 million with the addition of the funds from the 
City. It will now go into federal fiscal year 2017. We also have the Starr Avenue Interchange 
project that was intended to be a collaboration between NDOT, the City of Henderson and RTC. 
That was intended for fiscal year 2018 and remains there. 
 In next year, 2016, we anticipate adding about $8 million for the preliminary Apex 
engineering and environmental clearances, which are federally required in order to be eligible 
for federal fund reimbursement. In 2017, we could issue a design-build request for proposals, 
and we could begin construction in 2017. That is the most rapid delivery mechanism available to 
the Department, and it would allow us to get this built between 2017 and 2018. No major 
projects are being deferred or delayed other than the one I mentioned and that was due to the 
City of Las Vegas' request to add additional significant scope to the Kyle Canyon Interchange on 
the U.S. 95 widening project. 

http://estip.nevadadot.com/default.asp
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 SENATOR KIECKHEFER: 
 The tax calculations for Faraday are based on the abated amount of property taxes being 
collected, is that correct? They will get 75 percent of their property taxes back, so is the 
25 percent counted as the increment used to pay the bonds? 

 MR. HILL: 
 Yes. The calculation is net of the abatement. 

 SENATOR HAMMOND: 
 Mr. Malfabon, you said we will not be skipping over any projects, but not everything works 
out the way we would like. If we do not get the money ahead of time, do we prioritize these 
activities? If so, if the money does not come, what is the prioritization? We have a deal with a 
company to provide certain things in order for them to meet their obligations, so what happens if 
we have to prioritize? Where do the I-15 and U.S. 93 projects come in? 

 MR. MALFABON: 
 Prioritization of NDOT activities has always been a concern of the Legislature as well as our 
Transportation Board. We pretty much have assurance on the federal side, and an increase of 
about 5 percent more than we have been receiving, for the federal funds. At the State level, we 
meet quarterly with the Department of Motor Vehicles on revenue projections to the State 
Highway Fund from State sales tax on fuels and special fuels. The Legislature also approved the 
Governmental Services Tax. That increment will start coming in next year, and we get half of it. 
In the following year, we get all of it. It is a substantial amount of money, $30 million to $35 
million the first year and approximately $70 million the second year. With that assurance of 
highway revenue going into the State Highway Fund, I do not feel we will have a situation 
where we lack funding. 
 With respect to prioritization, NDOT is looking at a better tool. It is a software tool called 
Decision Lens. You have to look at the different program areas NDOT delivers such as 
preservation, bridge projects and other capacity improvements, safety projects, etc. There are a 
handful of federal funding categories, and there are also State programs. For example, we look at 
water-quality programs and try to meet our obligations with the Clean Water Act. We want to 
have this software tool that would transparently show which projects are being selected and why. 
In going to the Transportation Board, it would show how we would rank a preservation project 
over a bridge or safety project and do comparisons. It would let the direction come from our best 
recommendations to the Board. They would also have the opportunity to discuss options if 
additional funding was received or if funding was not received from the federal programs. This 
software allows us to do these types of scenarios. Having these areas of emphasis allows us to 
have the slate of projects reviewed and addressed rapidly instead of needing to manage different 
lists of projects. 

 SENATOR HAMMOND: 
 Is there a place in that software program where you could put in an obligation? This is a deal 
we are making with a company. They have deadlines. There are three road projects associated 
with the project: a flyover, improving the transfer from I-15 to U.S. 93 and widening the road. If 
we do not have to have this done right away, can we push it back? If we do need it done now, 
because of the obligations that need to be met, does it take priority over some of the other 
projects we have? 

 MR. MALFABON: 
 Yes, we can look at priorities with this software. NDOT had submitted a grant application to 
a federal program call the TIGER grant program. We were unsuccessful, but we wanted to 
anticipate we were going to need to deliver these improvements in order to support economic 
development and improve safety in that area regardless. We anticipated making these 
improvements. If we have an issue with availability of funding, we would look at what makes 
sense to do first. We think the interchange reconstruction—that is where the landfill is and a lot 
of trucks, freight and Apex commuters go up U.S. 93—is needed. The widening on U.S. 93 is 
needed so we would prioritize those first. The flyover and realignment of the frontage road, State 
Route 604—to move it away because it connects too close to the interchange right now for 
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safety and needs to be moved north—those are things we can look at later. From our perspective, 
right now, it makes sense to do this all together as one design-build package. With the federal 
process, you have to book it all at once and show you have the money. You look at the 
availability of the funds you have. It needs to be a fiscally constrained document. This would be 
the online document I referenced earlier—the Statewide Transportation Improvement Program 
(STIP). This says to the Federal Highway Administration that we have the money available and 
are going to book it now for future years. The STIP document covers a four-year period so you 
have to have the money in that four years to be fiscally constrained. 

 SENATOR FARLEY: 
 Mr. Hill, please explain section 52, subsection 2, paragraphs (a) through (c).  

 MR. HILL: 
 That question was with respect to rail being included in this legislation and the ramifications 
and significance of that? 

 SENATOR FARLEY: 
 No, it is about the wording in those sections and the amount of authority given to you. I want 
to understand what you think it means. 

 MR. HILL: 
 Section 52 authorizes our office, through our Board—that is what the language "Office of 
Economic Development" means—to issue the funding described in the statute if we receive an 
offer from a local government and approve that offer. 

 SENATOR FARLEY: 
 This is some pretty strong language, and it says a lot more than that to me. It seems to give 
quite a bit of authority to: "act in the function or duty under the provisions of this chapter that 
would be performed by a municipality, the governing body or an officer or employee of that 
municipality." That suggests, to me, if you decide to take on the roles and responsibilities of 
someone else, you would have the authority to do that per this statute and would also have the 
authority to modify financing the agreement, at any time, as the Executive Director or the Office 
of Economic Development in his or her sole discretion and without the consent of the governing 
body. What are the parameters there? It is pretty expansive language in my opinion.  

 MR. HILL: 
 The responsibility for the administration of this, between the local government and the 
organizations or jurisdictions that would be building and operating the projects, would run 
through our office. They are strong authorities, but my understanding is this is what is necessary 
in order to execute that. 

 SENATOR ROBERSON: 
 In section 11, subsection 4, regarding local-hire requirements, I would like to see a local 
power bill be required in addition to a local driver's license. Otherwise, I am concerned we are 
going to end up with a lot of traveling workers being used to satisfy the local-hire requirement. 

 MR. HILL: 
 That would be a workable addition to the legislation, and we would be happy to incorporate 
it. 

 SENATOR ROBERSON: 
 Are there any other questions at this time? Mr. Hill do you have anything further? 

 MR. HILL: 
 I know there are a number of moving pieces in this, which is why it took time to reach the 
agreement with Faraday. I would like to reiterate this is a substantial opportunity and emphasize 
what an historic project and moment this can be. Thank you for your support. It took a large 
number of people working together to get here, today. That is what Nevada is known for, and I 
am proud to be a part of that. 
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 SENATOR ROBERSON: 
 Thank you for your hard work over the years. 

 SENATOR GUSTAVSON: 
 You briefly touched on the rail service lines and whether they are designed for freight and/or 
passenger service currently. Did you ever get an answer on that? Who will bear the cost of the 
rail project within Apex? Will it be Union Pacific and the property owner? How is that going to 
work? 

 MR. HILL: 
 Currently, the RTC has the authority to provide passenger rail service. They do not have the 
authority to provide freight rail service. This is a freight rail service project, so this bill will 
authorize them to not only provide passenger, but also freight service. One of the companies at 
the site will help defray the cost of this, and we think Union Pacific will assist as well. There 
will be fees for using the railport on an ongoing basis that the RTC, if they are willing to do this, 
would structure in order to pay for ongoing maintenance of the facility. 

 SENATOR ATKINSON: 
 The Chair suggested a power bill possibly be requested to show residence. I am a little 
concerned about that but would like to get to where he is trying to go in regards to ensuring 
workers are not traveling workers. I would like to be part of discussions on this. Sometimes, we 
need to discuss this on a district-specific basis. People in my district do not have power bills in 
their name; they could be in a parent or child's name. We need to be sure we have other avenues. 
This should not be the only one, and I hope it is open for discussion. 

 SENATOR ROBERSON: 
 I would like to see evidence these requirements are met, local Nevadans who have lived here 
for a certain period of time. 

 MR. HILL: 
 We are open to that. If we add too many things, our audits will be later than they have been. 
We want Nevadans hired, and we want the numbers to be accurate. We are open to any 
improvement in finding the best way to make that happen. 

 SENATOR FARLEY: 
 As a contractor myself, I want to make sure we are just as vested in hiring the people who are 
paying the taxes. That would be the Nevada contractors that are qualified and can perform the 
work. I also hope we are doing everything in our power to make sure we are hiring and keeping 
this money within our State and organically growing our economy in other directions as well. I 
think that has been a process that has potentially been missed in other opportunities like this. I 
would like to make sure this is the intent of the Legislature and your office—to do everything we 
can to build Nevada. 

 MR. HILL: 
 We agree. 

 SENATOR KIECKHEFER: 
 The changes we are making to existing financing mechanisms, whether it be an SID or a tax 
increment area, are they related exclusively to projects authorized or that are approved and meet 
this threshold? We are not altering the statute in a way that takes away existing tools, are we? 

 MR. HILL: 
 Our intention in the request is first to eliminate the $50-million minimum threshold it takes to 
be eligible to make application because we simply do not have projects that cost that much. We 
are asking that $50-million threshold be eliminated. The intention of A.B. 497 was, when 
necessary, to allow these types of projects whether or not they were related to a major economic 
development project or a qualified project. Some of the phraseology might indicate it has to be 
associated with a billion-dollar-plus project to be considered. That was not the intention of that 
bill, and we are not attempting to change that legislative intent from the last Legislative Session. 
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 SENATOR KIECKHEFER: 
 Section 55 strikes language that specifies a project must relate to a water project, with the cost 
to exceed $50 million. Language is subbed in that states it is only for an undertaking that is a 
natural resources project or a rail project in relation to a qualified project. Should there be a 
comma or something else after the words "natural resources project" to indicate it does not have 
to be a natural resources project in conjunction with a billion-dollar economic development 
project? 

 MR. HILL: 
 This section should be clarified however, your staff best determines. 

 SENATOR GOICOECHEA: 
 Section 64 is problematic to me. 

 MR. HILL: 
 We are working on amended language that is significantly different from what is in the 
current proposed bill. It would not be productive to discuss this section now. 

 SENATOR GOICOECHEA: 
 A deletion of this section would be fine with me. 

 SENATOR HARRIS: 
 Please explain the meaning of the sole discretion given to your office in section 52, 
subsection 3, paragraph (c), regarding the modification of the financing agreement by the 
Executive Director of the Office of Economic Development. Can you give me an example of 
what kind of discretion we are talking about? 

 MR. HILL: 
 I cannot do that at this time. I will have a conversation about that authority in that bill so I 
understand why it is necessary and will get back with you. 

 SENATOR HARRIS: 
 That would be fine. I understand you sometimes need authority to make modifications. My 
concerns arise in terms of forgiving debt, extending out terms, reducing interest rates and things 
that would put the city or State at a greater risk than what the Legislature is agreeing to today. It 
may be appropriate to put in some benchmarks or limitations as to what your discretion would 
be. If you are going to significantly alter the terms of the financing agreement, perhaps it would 
be appropriate to come back to IFC to get them to ratify your actions. I would like to have a 
further conversation about what paragraph (c) in this section means, what your authority would 
be and if we could rein it in a bit. 

 MR. HILL: 
 That is appropriate. I probably should have answered Senator Farley with the answer of "I do 
not know" to her question as well. 

 On the motion of Senator Settelmeyer, seconded by Senator Harris, the 
Committee did rise, return and report back to the Senate. 

SENATE IN SESSION 
 At 5:32 p.m.  
 President Hutchison presiding. 
 Quorum present. 

REPORTS OF COMMITTEE 
Mr. President: 
  Your Committee of the Whole has considered Senate Bill No. 1. 

MICHAEL ROBERSON, Chair 
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UNFINISHED BUSINESS 
SIGNING OF BILLS AND RESOLUTIONS 

 There being no objections, the President and Secretary signed Senate 
Resolutions Nos. 1, 2, 3. 

 Senator Roberson moved that the Senate adjourn until Friday, 
December 18, 2015, at 9:00 a.m. 
 Motion carried. 

 Senate adjourned at 5:34 p.m. 

Approved: MARK A. HUTCHISON 
 President of the Senate 
Attest: CLAIRE J. CLIFT 
 Secretary of the Senate 

 


	Carson City (Thursday), December 17, 2015
	Amen.

