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Fate of rail to be set soon

A decision on whether a monorail train would connect the Strip could come as early as June.

By Jan Moller 
Review-Journal 

      After months of inaction and legal delays, the fate of the proposed $600 million Strip monorail will soon be settled. 

      The developers of the monorail have delivered a final breakdown of cost and financing figures to state and county officials, who could decide by late June whether the 3.8-mile, privately funded, elevated railway will be built. 

      Monorail developers are asking the state to issue $600 million in tax-free bonds to pay for the project. The bonds would be paid back with fare-box and advertising revenue, and present no risk to taxpayers. About half of the bond proceeds -- $328 million -- would pay for the actual construction. The rest would be spent on debt service, interest, taxes and other "contingencies." 

      By building in a number of contingencies -- such as $20 million for last-minute changes and $5.5 million to tear it down if it fails -- the developers believe they have enough safeguards to ensure success. 

      The cost figures released this week dovetail with what the developers have claimed for months, with a couple of exceptions. The cost of the average, one-way ride on the monorail will be $2.50, instead of $2 as originally forecast. And the developers will get $12 million from the bond proceeds instead of $9 million as reimbursement for money they already have spent on engineering and feasibility studies and other expenses. 

      Monorail officials said fare estimates increased because of unforeseen costs such as taxes and because of the rising cost of borrowing. 

      "This thing is going to get built," said Greg Jensen, an attorney for the MGM Grand-Bally's Monorail LLC, the company that's pushing the project. "I'm completely confident that our projections will stand up to scrutiny." 

      The outcome will hinge on two key reports, both expected in the next two weeks. The first is a "peer-review" study, by the Houston-based consulting group Wilbur Smith Associates, of several ridership and revenue studies, which will provide the most authoritative account of how many people might ride the monorail each year. The second will come from the Los Angeles firm Public Resources Advisory Group, which has been retained by the state Department of Business and Industry to recommend a course of action. 

      Business and Industry Director Sydney Wickliffe tentatively has scheduled a public hearing for May 17 to hear arguments from supporters and opponents -- provided the two reports are available. If Wickliffe recommends the bonds be issued, the matter would go to the Nevada State Board of Finance for approval. After that, the Clark County Commission would give final blessing. 

      Wickliffe would not speculate on where the state is leaning in its decision-making, preferring to wait until the Public Resources Advisory Group report is complete and both sides have been heard. A Clark County official echoed those sentiments and said the county will wait for the state to finish its job. 

      "I think this Wilbur Smith report is going to be very key," said Jim Spinello, assistant director of administrative services for Clark County and a longtime monorail observer. "It's a review of the ridership study, because so much hinges on that in terms of the viability of the project. And PRAG's report to the state. Those two things are key. If the state doesn't make a favorable recommendation, they (the monorail developers) are going to have to start from scratch." 

      Officials at Public Resources Advisory Group and Wilbur Smith could not be reached for comment. 

      Ridership volume will determine whether the project makes money, as the sponsors contend, or becomes a white elephant, as its critics have suggested. Estimates to date have varied widely. The developers cite a study by URS Greiner Inc., a New York firm, which predicts the monorail will carry about 19 million riders per year initially and nearly 24 million by 2035. Opponents of the project, led by California consultant Jon Twichell, have floated their own studies that suggest ridership levels at about half of that volume. 

      Foes of the project include the Desert Inn Homeowners Association and Las Vegas Sands Inc. Sheldon Adelson, who owns Las Vegas Sands and The Venetian, is believed to be funding much of the opposition to the project. 

      Twichell was critical of the more than $37 million that the monorail's developers would take from the bond issue before the first ceremonial shovel of dirt is turned. Besides $12 million in "predevelopment costs," the bonds would be used to reimburse MGM Grand and Bally's $25 million for the cost of its existing, one-mile leg of the monorail. "These are state issued, tax-exempt bonds ... basically going into their pockets ... when they're already paying for it and running it," Twichell said. 

      Monorail officials counter that the hotels that are hosting the monorail are still heavily invested in the project because they have donated right of way and will pay to build station connectors on their properties. 

      A few months ago, it looked as though the monorail might sink from the weight of opposition, which included a pending federal lawsuit by the homeowners association and the threat of another lawsuit by a local environmentalist who is backed by a large Washington, D.C., law firm. 

      In February, Senior U.S. District Judge Lloyd George ruled that the lawsuit could proceed, but also found that claims of "inverse condemnation" were unfounded. The condemnation claim could have been disastrous for the monorail's prospects, as it had the potential to force the developers to reimburse the homeowners for the loss of value of their homes. A condemnation claim could have scuttled the project by scaring away potential bond buyers. 

      The environmental claim has yet to be filed.


