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FUTURE TRACK?

A group of monorail developers sees the line between the MGM Grand and Bally's as the beginning of a mass transit system linking the airport, the Strip and downtown, but opponents of the plan argue the road to getting a project of that magnitude built has too many curves. 

By Jan Moller 
Review-Journal 
      On the afternoon of Jan. 4, Bob Broadbent and Cam Walker sat down with their lawyers to discuss the latest threat to their $650 million, privately financed monorail project. 
      The clock was set to expire on a 60-day notice to sue the MGM-Bally's Monorail L.L.C. and several other local entities on grounds that dust created by large-scale construction projects constitutes a violation of the federal Clean Air Act. The monorail developers wanted to trump the lawsuit by filing one of their own. 
      Two days later, the lawsuit was filed in federal court in Las Vegas. "As long as you're going to be in a battle," Broadbent said at the time, "I'd rather be on the offensive." 
      But these days, the affable Broadbent is more defensive than usual. His effort to build the first privately financed mass transit project of its kind in the United States is imperiled. And if the monorail dies, so do the prospects for a regional mass transit system, which Clark County officials view as crucial to improving air quality in the Las Vegas Valley. 
      In the past three months, three separate studies have attacked ridership and revenue estimates as wildly overinflated; the consultant responsible for building the existing one-mile leg of the monorail has said the project is too costly to survive; and a consultant retained by the state of Nevada has questioned the project's $9 million in predevelopment costs and other financial aspects. 
      Furthermore, rising interest rates are elevating the cost of the bond issue that would pay for construction. And two unresolved lawsuits -- the pending clean-air action, plus another filed on behalf of a homeowners association -- have the potential to kill the project. 
      "Candidly, if there is good reason to believe that it won't pay for itself, then we shouldn't build it," Broadbent said. "We are still in the ballpark. We can still build it. But the hotels (that are paying some of the costs) don't want to build it if it's not going to be successful." 
      Hardly anyone would have expected such problems in 1997, when the MGM-Bally's partners hired Broadbent to shepherd the project through a maze of local, state and federal regulations. The longtime Clark County political insider was hired to lead the monorail effort the day after retiring from his post as director of McCarran International Airport because "he gets things done," in the words of County Commission Chairman Bruce Woodbury. 
      There is much more at stake than just a train to carry tourists along the east side of the Strip. County officials view the four-mile extension of the existing MGM Grand-Bally's monorail -- an elevated fixed guideway that uses only one rail -- as the linchpin of a regional public transit system that one day could ferry tourists and residents from McCarran to Cashman Center and beyond. 
      

already in violation of federal clean air standards. 
      "If we don't do this, if we shut this effort down," Woodbury said, "this community will very much regret having done that. They'll look back and feel that we were very shortsighted." 
      Woodbury, Broadbent and their allies envision a system that would change permanently the long-ingrained travel habits on the Strip -- a change they view as inevitable. They see a resort corridor that's choking on its own success, where gridlock has become commonplace and air quality deadlines brought on by such traffic are threatening the future availability of highway funds. The solution, for tourists and residents who work on the Strip, is in mass transit. And the first step to a regional system, they say, is a privately funded project that will persuade 20 million riders per year to abandon their cars and taxicabs for a $2 ride on the monorail. 
      According to a 1997 investment study, fewer than 3 percent of all trips within the Strip were made by transit -- and the vast majority of trips were made by people driving alone in their cars. It's little wonder, given the abundant and free parking at every resort and restaurant along Las Vegas Boulevard South. 
      
     AN ENGINEER 
     WITH A VISION 
      Bob Maxey remembers the exact moment the idea of building a monorail first hit him. He was flying into Las Vegas from a business trip as the MGM Grand was under construction in 1993 when he noticed it was a "straight shot" from the airport to the new hotel. 
      An engineer by training, Maxey was fascinated by gadgets. And he was among the first to realize that congestion along the Strip would pose problems for the future growth of the tourism industry. 
      "It really goes back to when I was raising money for these (hotel) projects," Maxey recalled. "Wall Street always used to want to talk about the depth of the market, and could we really absorb the rooms. I used to tell them, 'Don't worry about the market, worry about the congestion. Then worry about air quality and throw in some concern over water. We'll run out of infrastructure long before we run out of customers.' " 
      That was the germ of the idea that prompted Maxey to order one of his top lieutenants, Scott Langsner, to build him a monorail connecting the future MGM Grand with Bally's. Building it to the airport was out of the question at the time, for a variety of reasons, but there was little preventing Maxey from partnering with Bally's to build a private people mover. The budget would be $25 million, split evenly between the properties. 
      "I couldn't believe it," Langsner said. "I deal with banks, with Wall Street, and now I have to build a monorail?" 
      Realizing that his accountants' training was insufficient, Langsner put in a call to Andrew Jakes, a California-based transportation consultant who specializes in mass transit. It was Jakes who suggested monorail technology would be the best way to proceed, in part because a monorail could be built for future expansion. Other people movers on the Strip, which use a cable-pull system, are built to amusement-park standards and normally cannot be expanded. 
      Given budget and time constraints, Langsner and Jakes approached Walt Disney World officials about buying some used monorail cars that the entertainment giant didn't need. "Rather than buying a brand-new Volkswagen, why not buy a used Rolls-Royce?" Langsner said. 
      Seventeen months later, in June 1995, the first one-mile leg of the monorail opened to the public, with two used Disney cars providing 5 million free passenger rides per year between the two hotels. 
      But even before that inaugural ride, public officials were viewing the monorail as the first link of a regional transportation network that would expand to 33 stations and cost $1.5 billion. 
      Those plans are still on the drawing board, with a draft environmental impact statement expected later this year. 
      
     MONORAIL 
     OPPOSITION RALLIES 
      David Friedman also remembers the first time he heard about the county's plan to approve an expanded monorail. It was about four years ago, and the Regional Transportation Commission had just completed a draft of a resort corridor investment study that would become the blueprint for Clark County's monorail plans. Friedman, a lawyer for Las Vegas Sands Inc., was busy laying the legal groundwork for construction of The Venetian when he saw the draft document. 
      "They paid a private engineering firm to do a report, spent more than $2 million in taxpayer money," said Friedman. "And they drew it from the airport straight through The Venetian. Bisected it. I wrote (then-Director) Kurt Weinrich at the RTC and said, 'Please send me the corrected plan.' " But there was no corrected plan. 
      That map was the genesis of opposition to the monorail by The Venetian and its owner, Sheldon Adelson, that continues to this day. Adelson refused to pony up money for a monorail stop at The Venetian and instead forced the developers to draw the route around his hotel -- a decision Broadbent confidently predicts Adelson will come to regret. 
      Besides vocally opposing the project at public hearings and private meetings with officials, Adelson and his companies are believed to be funding at least two challenges to the project: the clean air lawsuit, which names a one-man environmental group as the plaintiff but is being waged by a powerful Washington, D.C., law firm that has represented Adelson in the past, and San Francisco-based transportation consultant Jon Twichell, who has authored several reports attacking the privately funded project. 
      "It was so outrageous, the whole attitude we encountered (among county officials)," Friedman said. " `This is our town, and we're going to put this thing where we want to.' But we would not go along. And the main reason we would not do so is because we were pissed." 
      Friedman and Adelson, who appear to almost relish their role as antagonists in this drama, view the private monorail as a back-handed means for the resorts to aid the Las Vegas Hilton. "You can't move the Hilton to the Strip," Friedman said. "So why not move the Strip to the Las Vegas Hilton? That's a pretty damn smart plan. And they hired the biggest heavyweight consultants in the state to get it through." 
      Also angry was Paula Quagliano of the Desert Inn Homeowners Association, who became concerned about the private monorail shortly before its developers were granted a franchise by the County Commission in December 1998. The homeowners, whose Desert Inn Estates homes lie adjacent to the monorail route near the corner of Sands Avenue and Paradise Road, soon retained Twichell and attorney Laura FitzSimmons, who sued to block the extension. 
      Though FitzSimmons sued on several grounds, the essence of her case is the effect a monorail would have on property values in the neighborhood -- what's known as inverse condemnation. Though attorneys for the monorail have filed to have the lawsuit dismissed, it is pending before a federal judge. 
      Even some who once supported a monorail have now found reason to question the private extension. Arthur Jakes, the consultant who managed the procurement and construction for the existing monorail, says the current project is doomed because of its cost. 
      "I'm totally confident that the whole thing could be implemented for under $200 million," said Jakes. "It isn't that the project is not financially viable. It's that the total cost has been blown out of proportion because of the wrong approach of the consortium, particularly Mr. Broadbent. In the end he might kill the whole project by making it too expensive." 
      
     AN EXPENSIVE 
     TRAIN RIDE 
      The monorail's defenders insist that the project's financing -- revenue bonds issued by the state but backed solely by revenue from ridership and advertising -- carries no risk whatsoever to state or local coffers. 
      Geoffrey Yarema, a Los Angeles-based transportation attorney who has worked on similar deals in the past, said the deal is structured so all operations and maintenance costs for the monorail would be paid before investors get any of their money back, a so-called "net pledge." That means ridership levels could fall far below projections, and the monorail would still be running, with investors being the only ones getting hurt. 
      "To say that this project is going to go belly-up is to say that the international credit markets are so stupid; that they're unable to decide for themselves whether they're buying risky debt or not," Yarema said. 
      But there's little question that cost has become an issue for the state, which is being asked to put its name on the tax-exempt bonds that would pay for the project. Even though the state would not be liable for any losses incurred by the bondholders, a default would be embarrassing to Nevada officials who have boosted the project. 
      When hotel executives first sat down with Broadbent and Walker to discuss extending the monorail, they figured on a price of about $100 million; if one mile costs $25 million, four miles should cost four times that much. Three years later, those estimates seem quaint when considering the current $650 million estimate -- which is likely to climb as rising interest rates make the bonds more expensive. 
      Attorney Greg Jensen of the firm Jones Vargas traces the cost escalation to an exchange of letters between the monorail developers and Woodbury -- an old Broadbent ally and the chief proponent of a public-private regional system. 
      The county was already drawing up plans for a public monorail, but political roadblocks compelled the MGM Grand partners to look for a private alternative. 
      Woodbury was excited at the prospect. He saw the private efforts as an ideal way to provide a local "match" for future federal funds. Before approving money for local transit projects, Congress requires that local entities put up matching funds of their own. Woodbury figured he could use the private money as a leverage to gain future federal dollars -- and save county taxpayers the expense of paying the matching funds. 
      But to qualify as a match, the local portion would have to be "transit grade," including certain fire and safety standards not required of the existing monorail leg. And transit grade, in Woodbury's mind, meant spending whatever it took to get top-of-the-line equipment. 
      "I felt it was essential that it be transit grade," Woodbury said, echoing his letters to Maxey and Park Place Entertainment chief Arthur Goldberg. "So it could be integrated into an overall public-private-type system." 
      
     THE END 
     OF THE LINE 
      The fate of the private monorail now rests behind closed doors at the Nevada Department of Business and Industry. The state agency has retained an outside adviser -- California-based Public Resources Advisory Group -- that is evaluating the developers' request for $650 million worth of state-issued bonds and will make a recommendation. A decision that was once expected in January now could be delayed until the late spring. 
      Also keeping close tabs on things is the accounting firm of Deloitte & Touche, retained by the county to make sure the bond issue can succeed. 
      Twichell and other opponents of the project are also maintaining their vigil, peppering state officials with reports and figures they contend will prove that the project is unfeasible. His latest report -- to be released this week -- will suggest that rising interest rates have increased the cost of the project by at least $100 million, and that projections for future advertising revenues are unrealistic. 
      "Only in Las Vegas would people be foolish enough to think that a mass transit system is going to come anywhere near covering its operations and maintenance costs, let alone its debt service and principal," Twichell said. 
      And Broadbent, after a distinguished three-decade career in public service that's taken him from the County Commission to the Reagan administration and back again to Clark County, is weary. His final project, one he hopes will leave a lasting legacy of clean air and less congestion for generations to come, is facing more obstacles with each passing day. 
      "I'm a little upset," says a man who is used to getting his way. "It's frustrating to see the people who won't look at it with an open enough mind to see that we really need a system like this. In any other community, they'd be begging us to do this. And we're trying to do it with no federal money." 
      
     MONORAIL: 
     PAST, PRESENT AND FUTURE 
      Efforts to build a monorail have met with mixed success in Clark County. 
      The map shows: 
      --The existing, one-mile monorail between MGM Grand and Bally's, serving just a small part of the Strip. 
      --The proposed four-mile extension that is now under attack. 
      --The future monorail as depicted in a 1997 investment study commissioned by county officials. County Commissioner Bruce Woodbury hopes to use private funds from the proposed extension to leverage billions in federal dollars for a system such as the 1997 proposal. 
      
     "There is a sense on the Strip that they want something modern, sleek, neat, that's 
     Las Vegas-looking and doesn't look like 
     New York or Chicago." 
     JIM SPINELLO 
     Assistant director for Clark County administrative services

	


Woodbury wants to use the private monorail funds as leverage to obtain billions in federal dollars for a system that one day could help relieve traffic -- and the resulting pollution -- in a city that's already in violation of federal clean air standards. "If we don't do this, if we shut this effort down," Woodbury said, "this community will very much regret having done that. They'll look back and feel that we were very shortsighted."  Woodbury, Broadbent and their allies envision a system that would change permanently the long-ingrained travel habits on the Strip -- a change they view as inevitable. They see a resort corridor that's choking on its own success, where gridlock has become commonplace and air quality deadlines brought on by such traffic are threatening the future availability of highway funds. The solution, for tourists and residents who work on the Strip, is in mass transit. And the first step to a regional system, they say, is a privately funded project that will persuade 20 million riders per year to abandon their cars and taxicabs for a $2 ride on the monorail. 
 According to a 1997 investment study, fewer than 3 percent of all trips within the Strip were made by transit -- and the vast majority of trips were made by people driving alone in their cars. It's little wonder, given the abundant and free parking at every resort and restaurant along Las Vegas Boulevard South. 
      
     AN  ENGINEER   WITH A VISION 
 Bob Maxey remembers the exact moment the idea of building a monorail first hit him. He was flying into Las Vegas from a business trip as the MGM Grand was under construction in 1993 when he noticed it was a "straight shot" from the airport to the new hotel. An engineer by training, Maxey was fascinated by gadgets. And he was among the first to realize that congestion along the Strip would pose problems for the future growth of the tourism industry. "It really goes back to when I was raising money for these (hotel) projects," Maxey recalled. "Wall Street always used to want to talk about the depth of the market, and could we really absorb the rooms. I used to tell them, 'Don't worry about the market, worry about the congestion. Then worry about air quality and throw in some concern over water. We'll run out of infrastructure long before we run out of customers.' "  That was the germ of the idea that prompted Maxey to order one of his top lieutenants, Scott Langsner, to build him a monorail connecting the future MGM Grand with Bally's. Building it to the airport was out of the question at the time, for a variety of reasons, but there was little preventing Maxey from partnering with Bally's to build a private people mover. The budget would be $25 million, split evenly between the properties. 


"I couldn't believe it," Langsner said. "I deal with banks, with Wall Street, and now I have to build a monorail?" Realizing that his accountants' training was insufficient, Langsner put in a call to Andrew Jakes, a California-based transportation consultant who specializes in mass transit. It was Jakes who suggested monorail technology would be the best way to proceed, in part because a monorail could be built for future expansion. Other people movers on the Strip, which use a cable-pull system, are built to amusement-park standards and normally cannot be expanded. Given budget and time constraints, Langsner and Jakes approached Walt Disney World officials about buying some used monorail cars that the entertainment giant didn't need. "Rather than buying a brand-new Volkswagen, why not buy a used Rolls-Royce?" Langsner said. Seventeen months later, in June 1995, the first one-mile leg of the monorail opened to the public, with two used Disney cars providing 5 million free passenger rides per year between the two hotels.  But even before that inaugural ride, public officials were viewing the monorail as the first link of a regional transportation network that would expand to 33 stations and cost $1.5 billion. Those plans are still on the drawing board, with a draft environmental impact statement expected later this year. 

 MONORAI  OPPOSITIONRALLIES 
 David Friedman also remembers the first time he heard about the county's plan to approve an expanded monorail. It was about four years ago, and the Regional Transportation Commission had just completed a draft of a resort corridor investment study that would become the blueprint for Clark County's monorail plans. Friedman, a lawyer for Las Vegas Sands Inc., was busy laying the legal groundwork for construction of The Venetian when he saw the draft document.

 
"They paid a private engineering firm to do a report, spent more than $2 million in taxpayer money," said Friedman. "And they drew it from the airport straight through The Venetian. Bisected it. I wrote (then-Director) Kurt Weinrich at the RTC and said, 'Please send me the corrected plan.' " But there was no corrected plan. 


 That map was the genesis of opposition to the monorail by The Venetian and its owner, Sheldon Adelson, that continues to this day. Adelson refused to pony up money for a monorail stop at The Venetian and instead forced the developers to draw the route around his hotel -- a decision Broadbent confidently predicts Adelson will come to regret. 


 Besides vocally opposing the project at public hearings and private meetings with officials, Adelson and his companies are believed to be funding at least two challenges to the project: the clean air lawsuit, which names a one-man environmental group as the plaintiff but is being waged by a powerful Washington, D.C., law firm that has represented Adelson in the past, and San Francisco-based transportation consultant Jon Twichell, who has authored several reports attacking the privately funded project.  "It was so outrageous, the whole attitude we encountered (among county officials)," Friedman said. " `This is our town, and we're going to put this thing where we want to.' But we would not go along. And the main reason we would not do so is because we were pissed."

Friedman and Adelson, who appear to almost relish their role as antagonists in this drama, view the private monorail as a back-handed means for the resorts to aid the Las Vegas Hilton. "You can't move the Hilton to the Strip," Friedman said. "So why not move the Strip to the Las Vegas Hilton? That's a pretty damn smart plan. And they hired the biggest heavyweight consultants in the state to get it through."  Also angry was Paula Quagliano of the Desert Inn Homeowners Association, who became concerned about the private monorail shortly before its developers were granted a franchise by the County Commission in December 1998. The homeowners, whose Desert Inn Estates homes lie adjacent to the monorail route near the corner of Sands Avenue and Paradise Road, soon retained Twichell and attorney Laura FitzSimmons, who sued to block the extension. 
 Though FitzSimmons sued on several grounds, the essence of her case is the effect a monorail would have on property values in the neighborhood -- what's known as inverse condemnation. Though attorneys for the monorail have filed to have the lawsuit dismissed, it is pending before a federal judge. 
 Even some who once supported a monorail have now found reason to question the private extension. Arthur Jakes, the consultant who managed the procurement and construction for the existing monorail, says the current project is doomed because of its cost. I'm totally confident that the whole thing could be implemented for under $200 million," said Jakes. "It isn't that the project is not financially viable. It's that the total cost has been blown out of proportion because of the wrong approach of the consortium, particularly Mr. Broadbent. In the end he might kill the whole project by making it too expensive." 
      
 

AN EXPENSIVE      TRAIN RIDE 

The monorail's defenders insist that the project's financing -- revenue bonds issued by the state but backed solely by revenue from ridership and advertising -- carries no risk whatsoever to state or local coffers.   Geoffrey Yarema, a Los Angeles-based transportation attorney who has worked on similar deals in the past, said the deal is structured so all operations and maintenance costs for the monorail would be paid before investors get any of their money back, a so-called "net pledge." That means ridership levels could fall far below projections, and the monorail would still be running, with investors being the only ones getting hurt. 

"To say that this project is going to go belly-up is to say that the international credit markets are so stupid; that they're unable to decide for themselves whether they're buying risky debt or not," Yarema said.   But there's little question that cost has become an issue for the state, which is being asked to put its name on the tax-exempt bonds that would pay for the project. Even though the state would not be liable for any losses incurred by the bondholders, a default would be embarrassing to Nevada officials who have boosted the project. 
 When hotel executives first sat down with Broadbent and Walker to discuss extending the monorail, they figured on a price of about $100 million; if one mile costs $25 million, four miles should cost four times that much. Three years later, those estimates seem quaint when considering the current $650 million estimate -- which is likely to climb as rising interest rates make the bonds more expensive. 
 Attorney Greg Jensen of the firm Jones Vargas traces the cost escalation to an exchange of letters between the monorail developers and Woodbury -- an old Broadbent ally and the chief proponent of a public-private regional system. 
  The county was already drawing up plans for a public monorail, but political roadblocks compelled the MGM Grand partners to look for a private alternative. 
  Woodbury was excited at the prospect. He saw the private efforts as an ideal way to provide a local "match" for future federal funds. Before approving money for local transit projects, Congress requires that local entities put up matching funds of their own. Woodbury figured he could use the private money as a leverage to gain future federal dollars -- and save county taxpayers the expense of paying the matching funds. 
 But to qualify as a match, the local portion would have to be "transit grade," including certain fire and safety standards not required of the existing monorail leg. And transit grade, in Woodbury's mind, meant spending whatever it took to get top-of-the-line equipment.  "I felt it was essential that it be transit grade," Woodbury said, echoing his letters to Maxey and Park Place Entertainment chief Arthur Goldberg. "So it could be integrated into an overall public-private-type system." 
      
 THE END   OF THE LINE 
 The fate of the private monorail now rests behind closed doors at the Nevada Department of Business and Industry. The state agency has retained an outside adviser -- California-based Public Resources Advisory Group -- that is evaluating the developers' request for $650 million worth of state-issued bonds and will make a recommendation. A decision that was once expected in January now could be delayed until the late spring. 
Also keeping close tabs on things is the accounting firm of Deloitte & Touche, retained by the county to make sure the bond issue can succeed. 
Twichell and other opponents of the project are also maintaining their vigil, peppering state officials with reports and figures they contend will prove that the project is unfeasible. His latest report -- to be released this week -- will suggest that rising interest rates have increased the cost of the project by at least $100 million, and that projections for future advertising revenues are unrealistic. 
 "Only in Las Vegas would people be foolish enough to think that a mass transit system is going to come anywhere near covering its operations and maintenance costs, let alone its debt service and principal," Twichell said. And Broadbent, after a distinguished three-decade career in public service that's taken him from the County Commission to the Reagan administration and back again to Clark County, is weary. His final project, one he hopes will leave a lasting legacy of clean air and less congestion for generations to come, is facing more obstacles with each passing day. 
      "I'm a little upset," says a man who is used to getting his way. "It's frustrating to see the people who won't look at it with an open enough mind to see that we really need a system like this. In any other community, they'd be begging us to do this. And we're trying to do it with no federal money." 
      
 MONORAIL:      PAST, PRESENT AND FUTURE 
 Efforts to build a monorail have met with mixed success in Clark County. 
      The map shows: 
      --The existing, one-mile monorail between MGM Grand and Bally's, serving just a small part of the Strip. 
      --The proposed four-mile extension that is now under attack. 
      --The future monorail as depicted in a 1997 investment study commissioned by county officials. County Commissioner Bruce Woodbury hopes to use private funds from the proposed extension to leverage billions in federal dollars for a system such as the 1997 proposal. 
      
     "There is a sense on the Strip that they want something modern, sleek, neat, that's





