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CHAIR FLORES:
We will open up the hearing on Assembly Bill (A.B) 392.

ASSEMBLY BILL 392 (1st Reprint): Revises provisions relating to interlocal
agreements and contracts with tribal governments. (BDR 22-1059)

ASSEMBLYMEMBER MAX CARTER (Assembly District No. 12):

Assembly Bill 392 is about setting up guidelines for interlocal agreements
between municipal entities and tribal institutions, addressing concerns brought
about by both.

ANDREA MARTINEZ (Walker River Paiute Tribe):

| am a former chairwoman of the Walker River Paiute Tribe, here to express the
need for A.B. 392. Throughout my tenure, | witnessed the profound impact that
cooperative action between tribal governments and public agencies can have on
our communities. These agreements are vital for ensuring the safety and
well-being of our citizens, particularly in rural Nevada where resources can be
limited. However, | also experienced instances of negligence and inaction [that]
can undermine these important partnerships. Assembly Bill 392 is crucial for
tribal governments seeking to establish and maintain effective agreements with
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surrounding agencies regardless of the leadership in place. This bill would
enhance the ability of tribal governments to collaborate with agencies, ensuring
cooperation and protection for all citizens of Nevada remains a priority no matter
who holds the decision-making power. Moreover, as a former law enforcement
officer, | have observed firsthand how these agreements are essential for our
law enforcement agencies both on and off the reservation. They help navigate
complex jurisdictional issues and facilitate necessary assistance, ultimately
fostering safer communities for everyone. | want to thank Assemblymember
Max Carter for carrying A.B. 392 and urge the members to support this
important legislation.

ASSEMBLYMEMBER CARTER:

These agreements are primarily about emergency services, especially in these
more rural tribal locations, where it is critical that there's a relationship between
them and either the county or municipal entity that covers the emergency
services in those areas. The main thing this bill does is make it to where neither
side can take and exert authority over each other; it is a level playing field.
There's been a perceived issue with entities asking tribal entities to surrender
part of their sovereignty, which is near and dear, part and parcel of being a
tribal member. It is not fair to ask that it be surrendered. At the same time,
there's a misperception probably based in a little bit of reality that the tribes
have had problems paying their bills. So, there's an orderly 90-day process that
if either side is not living up to the agreement, the agreement can be canceled.

WILL ADLER (Pyramid Lake Paiute Tribe; Duck Valley Shoshone-Paiute Tribe):

This is not creating a new need or restructuring a norm we already have. We
just want to actually document, in A.B. 392, the structure in several tribal
relations today. Pyramid Lake Paiute Tribe has several MOUs [memorandums of
understanding] of operations with Washoe County today. They actually use
them for detention of their inmates to do some copolicing and to do some health
services. But it is misunderstood today whether other tribes can do this, and
what the structure is. Usually, the larger population tribes have more education,
structure and are nearer to urban centers that have these today.

We just want to document in this bill the processes in place, and it is very easy
to go through that governments of any kind may be approached by a tribal
government. They can have good faith conversations with that county about
whatever service they want to try and uptake, be it Meals on Wheels or
something around criminal services with emergency services or local law
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enforcement. There are good conversations going on today. We want to
encapsulate this in the bill to make sure everyone knows what is possible and
promote this behavior going forward. As Assemblymember Carter stated, a big
issue today is the surrendering of sovereignty or not having those sovereign
rights. This bill just states counties have to at least talk to them at that level of
sovereignty, be acknowledged and work it out from there.

SENATOR ELLISON:
How big a unit is the BIA [Bureau of Indian Affairs] up there at the reservation?

MR. ADLER:

The BIA sort of covers regions of the State. So single tribes do not have a BIA
issued directly. For example, the BIA office of the Elko region actually covers
probably the largest land mass of almost any BIA office, but it only has
two dedicated officers. They did have a budget for four at one time, but today it
is only two. So, in the rural region, | think it covers 12 tribal communities and
goes as far as to McDermitt all the way across to Owyhee. The response time is
kind of unmanageable at a BIA level because the distances are so vast. If you
have a response over in McDermitt, actually having another response in Elko is
impossible if you have an armed incident where you need two people to back
each other up, so it gets very dicey. The more we can promote shared
resources or using of county resources, the better because at one time, Elko
County did have an MOU with the sheriff's office and Duck Valley. But these
things just sort of withered with time, not with any intent. We want to promote
that they are possible to reintroduce and come to some agreement.

SENATOR ELLISON:

| think they lost the two correctional officers they did have, so there's none in
Elko. They're working out of Washoe, | think. It is impossible to cover that kind
of land. So you are going to do an MOU and try to get some help between the
sheriff's department and the tribes there? Is that what you are trying to do
now?

ASSEMBLYMEMBER CARTER:

That is the goal. There's a high interest, and | apologize that | did not come talk
to you first, Senator Ellison, because the chairman of the tribe up in your area
was a copresenter on the first presentation over in the Assembly. They are very
interested because it is impacting the tribal community up there severely, not
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having that relationship they enjoyed for so long. This is about trying to
reestablish cooperation in your district and the whole state.

SENATOR ELLISON:

There are quite a few tribes in my area, and you just saw what happened out in
Lee. We need to do whatever we can to get sheriffs because you can't get city
police, but you can get the sheriffs up there in the outlying areas. But you
would have to have the same understanding with the City of Elko because they
are right there at the Elko unit. | hope you can work it out and get an
understanding going with them, but the judges are having real fits up there.
They are really having trouble —because that judge travels the whole state.

SENATOR NEAL:

| just had a question on definition of good faith, which is in A.B. 392, section 1,
subsection 4 [3], paragraph (a). So, we are talking about entering into
contracts. This seems to have changed the definition of what good faith is in
actual contracts. | have never read a good faith definition like that for a
contract. Yes, it has fair dealing in it, but it's an observance of reasonable
standards of fair dealing, not necessarily the performance related to a contract
you may enter into. So what exactly is the “observance of reasonable standards
of fair dealing”? That's not a contract law term.

MR. ADLER:

| do believe in these conversations we were trying to stimulate a first
conversation and just a conversation when it comes to county governments
working with tribal governments because there is a fear we would be mandating
or demanding of anybody to get into a conversation that ends in a result. But
literally, we want the door to be opened just to have a good faith conversation
of what services could be possible, maybe what other tribal contracts or entities
have gotten services [and] in what ways, because today there is a
misperception [that] they do not want to service us, we’re not part of this
community. Truly, just having a good faith discussion on X topic with the tribal
government should be possible, but we did not want to be mandating or having
too much explanation to that. We found that as a reference in Nevada's law so
we referenced it, | believe.
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ASSEMBLYMEMBER CARTER:

We put that definition in there because there were some concerns in the
Assembly of just having the term good faith in there needed a definition. So, we
asked LCB [Legislative Counsel Bureau], and LCB came up with that definition.

SENATOR NEAL:

Although this is not the [Senate] Finance Committee, one of the fiscal notes on
the bill said that they can't determine the impact because they are limiting
sovereign immunity, and they do not understand what ultimately would be the
impact of this legislation. What has actually happened that has triggered—you
have a provision in here that if the tribal government does not pay within
60 days—these provisions? Because in my mind, it is government to
government, [sovereign] state to another government, right?

Now you are reducing the terms in which they would then deal with the county,
and it is not equal. They [the tribal governments] are not on equal playing fields
at all. They would be on an equal playing field with Nevada to the tribal
government but not to the county. In a Dillon's Rule state, the counties are
under the legislature. Now you are making this level playing field between the
county and an actual tribal government that has the equal status of Nevada,
right? | guess | am not understanding. You are putting terms on a government
to pay debts and act in a way that—they actually should be in the higher
contracting position with the county. | understand, | guess that | heard from the
testimony, but to me, you are diminishing what are truly their actual sovereign
rights in general by putting these terms and saying how they must deal with the
county. Why would they have to answer to them?

ASSEMBLYMEMBER CARTER:

We are dealing with real-life issues that have come up, where it is not
uncommon for a tribe to be asked to surrender part of their sovereignty in order
to enter into an agreement. We're not talking about sovereign immunity. We're
talking about sovereignty, recognizing that the tribe is, as you said, a sovereign
entity more up there. That is the main complaint of the tribal nations. The
complaint from the other side is almost always, well, they are always delinquent
in their bills. We do not want to get into an agreement with them because they
do not pay. The other side was put in to give some promise to security to the
county or lower entities that their concerns are addressed and also to stop
entities from asking something that is borderline offensive of the tribes to
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surrender part of their sovereignty. That's where that all came from. It has been
going on for years. This is an attempt to fix it at this level.

Ms. MARTINEZ:

There have also been instances where the tribes have reached out to counties,
like the sheriff's office, and because of who is in those decision-making spaces,
they do not want to engage with the tribes. This would actually be very
beneficial for the tribes to at least have that first good faith conversation with
these agencies and counties regarding the safety of our communities.

SENATOR ELLISON:

Well, | know that they had a lot of problems with the BIA because they were
brought in from other areas that did not know the area. So that created a
problem. But what they got now, it is they just got to be able to give them—
once they cross that line and go in there—the authorization to make arrests or
whatever. Once they get arrested, they are going to be incarcerated but not in
the small jail they have up there because there's nobody that can watch them.
They would have to take them to Elko County Jail, or it would be Winnemucca
from McDermitt or whatever. The cost of the incarceration in those jails is
probably what the counties or cities are charging the tribe for because they got
people out in the streets already.

The county sheriffs had a lot of problems trying to get over the line to make the
arrest. Most of the times, the tribal authorities stop them and say, “No, you
can't come on.” The understanding has got to be that they can do that. | do not
know how big a jail it is up there in Elko; it is tiny, but the inmates have still got
to be watched. Somebody's got to be there to make sure that they do not hurt
themselves or have heart attacks or whatever. So, they have got to move them
to the Elko jail. Winnemucca or Wells would be the same. They have got to go
to a county facility where they are on security. So, you got your hands full.
Good luck. Does it need it? Yes, it does.

MR. ADLER:

Yeah, | think you are kind of tuning into the complexities of this whole
arrangement. To be clear, BIA pays for policing services or provides it
themselves. There are opportunities where if tribes self-selected to self-provide,
they would get funding to then provide their own police services, and then they
can give that funding to a county representative in a shared MOU. All this is
possible today, and tribes, as Senator Neal stated, are empowered today to
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come to these MOUs. We just wanted to publish a structure that is possible out
here and shows that there can be some guardrails and parameters about
contracting on/off and payment scheduling because that is the flexibility
needed.

Sometimes in the past, the federal government has a freeze on funding, we go
past our budgetary allowable at the congressional level, and the tribe does not
get their BIA payments. So it was helpful to have the county understanding
that, and they knew the payment was coming. When the federal government
turned back on, the payment was possible. That's why having at least 90 days
of buffer time kind of felt like good policy. We want to put the structure out
there as something possible. We did not want to disempower tribes to be at the
level of the county, but we want to show they can be at that level with the
county and kind of be partners with them. We do think sovereignty is a little
sticky.

SENATOR ELLISON:

That you are still going to have to have POST certification, that is the big part
you are going to have; you are going to run into that. If you do not have POST
certification, then even the feds had to get POST in Nevada. So that is going to
be the biggest thing you got to get done.

CHAIR FLORES:

| know for a fact | have never been in this committee without us having some
type of conversation about interlocal agreements and then also respecting that
we do not want to waive sovereign immunity. It is a delicate line to walk.

ASSEMBLYMEMBER CARTER:

We do have a friendly amendment (Exhibit C) submitted from Southern Nevada
Water Authority that exempts water utilities from this. There was a concern
from Southern Nevada Water Authority. We addressed it by accepting their
friendly amendment.

CHAUNSEY CHAU-DONG (Southern Nevada Water Authority):

First and foremost, | want to thank the Assembly member for meeting with us
and walking through the intent of his bill. As you noted, there is a conceptual
amendment, Exhibit C, and with that amendment, we are in support of
A.B. 392.
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LEo DROzDOFF (Truckee Meadows Water Authority):
As Mr. Chau-Dong just said, we are in support of the amendment and,
therefore, in support of the amended bill.

SENATOR NEAL:
Can you put a little bit more on the record what the implications are of the
amendment you put on related to water?

MR. CHAU-DONG:

It came to our attention when this bill was being discussed that a tribe was
possibly seeking water service from us in Southern Nevada. The concern from
our legal folks was if this bill was processed without the amendment, it would
be difficult to get remittance from that tribe if that tribe had an outstanding
balance because of the sovereign immunity component. As a result, that was a
concern we spoke to the Assemblymember about.

SENATOR NEAL:
How many tribes have been late on water bills?

MR. CHAU-DONG:
| don’t have that answer for you, but | can certainly get it.

CHAIR FLORES:
We'll go ahead and close out the hearing on A.B. 392. Next, we will open the
hearing on A.B. 72.

ASSEMBLY BILL 72 (1st Reprint): Revises provisions relating to notaries public
and document preparation services. (BDR 19-485)

FRANCISCO V. AGUILAR (Secretary of State):

| am very excited to have students from Cristo Rey high school here who have
been working in the Las Vegas office. Before | begin our presentation on
A.B. 72, | want to briefly explain why | invited the students today. Cristo Rey is
a very unique school in Las Vegas. The students go to school four days a week
and work one day a week in a professional office environment. The school was
built in Las Vegas after seeing the model successfully work across the country. |
am very proud of how it has grown. Students get to see themselves in settings
they may not know existed or thought were possible before they gain
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professional work experience and receive mentorship from business leaders
across the city.

ALYSON VILLASENOR:

| am a student at Cristo Rey High School, and | work at the Secretary of
State's [SOS] Office. Cristo Rey St. Viator College Preparatory High School
offers students invaluable real-world experiences through its innovative
corporate work-study program, which integrates rigorous college preparatory
academics with professional workplace placements across a range of industries,
including state and federal offices. A core part of the school's mission is to
serve first-generation college students; 91 percent of its student body are the
first in their families to pursue higher education. This commitment is reflected in
the school's 100 percent graduation rate; it is a proven model of academic and
professional support.

SECRETARY AGUILAR:

Assembly Bill 72 is our effort to modernize the notary and document preparation
programs that Nevadans rely on every day, whether they need help filing taxes
or getting a marriage license certified by a notary. One of my office's top
priorities is modernization in the technology to make our services more efficient
and secure and modernization in the laws that regulate these services. This bill
is our effort to help better serve Nevadans, clear up any confusion and hold
service providers accountable.

DieEGO DEL ANGEL:

| am a student at Cristo Rey High School, and | work at the SOS’s Office. | will
walk you through how A.B. 72 will strengthen notary and document preparation
programs. First, | will give a quick overview of each program. The Notary
Division operates under Nevada Revised Statutes (NRS) 240 and the
Nevada Administrative Code (NAC) 240, which outlines the responsibilities and
regulations for notarial acts within the State. The SOS Office commissions and
regulates nearly 37,000 notaries statewide, enforces compliance and provides
training. Recent updates to the law have expanded the e-notary authority and
tightened compliance requirements.

The SOS Office also issues apostilles and certifications with over 25,000 issued
last year. Document preparation services was established in 2014 under
NRS 240A and NAC 240A to protect consumers by registering and regulating
document preparers. Document preparers assist with contracts, wills, tax filings
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and other forms without providing legal advice. Since 2019, the SOS Office has
refined volunteer requirements, exempted enrolled agents and clarified
obligations for annual filing season holders. This has helped active registration
grow by 39 percent since fiscal year 2020-2021. In 2019, Legislators reduced
the bonding requirement for a single person from $50,000 to $25,000. They
also made tiers for business entities based on the number of employees covered
by the bond.

DANIELLA TAPIA:

| am a student at Cristo Rey High School, and | work at the SOS’s Office. |
would like to provide you with a brief overview of the compliance team's role in
overseeing notary and document preparation services. First, they ensure both
state and federal notary laws and document preparation standards are being
followed. The team conducts regular audits and inspections to confirm that all
processes are legal. Second, when concerns are raised about notary misconduct
or document errors, they investigate these issues. When necessary, they can
take disciplinary actions. This process maintains the integrity of the services.
Third, they are committed to training and supporting notaries and document
preparers. This ensures that everyone involved is aware of industry best
practices and legal requirements. This proactive approach helps prevent errors
before they occur and helps protect consumers. Finally, their efforts are aimed
at maintaining public trust with transparency and accountability. They work to
protect the public and ensure that notary and document preparation services are
reliable.

SECRETARY AGUILAR:
| give the following presentation (Exhibit D contains copyrighted material.
Original is available on request from the Research Library.).

CHAIR FLORES:

| know you have had an opportunity to speak with some folk in the interim, but
there were individuals both on the document preparation side and notary side—
you see it sometimes even with folk that offer DMV services—trying to
understand under what license they were supposed to be doing. | just wanted
to know if we had any updates, and was that stuff cleared up with those small
businesses?
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RUBEN RODRIGUEZ (Deputy for Southern Nevada, Office of the Secretary of
State):

Regarding the document preparation services using the DMV services, | think

one of the outstanding questions those entities had was would they be covered

for multiple business entities which they owned. This bill as amended does

allow them to have multiple entities under one bond while at the same time still

providing that coverage for the customers as well.

CHAIR FLORES:
Perfect. | think it was always the intent for us to do that, but | know the law
was not very clear. | am happy that we are able to help those small businesses.

SENATOR ELLISON:

If you got different type of areas—like the banks has got one; they've got to do
titles and stuff like this, and then you got title companies to do housing and
stuff. Is this going to stay the same with these smaller units? Like for banks,
you open a checking account, you got to show them your ID, sign all the
papers, then raise your hand and swear up and down, and then you go to the
same thing to the title company. That has not changed at all, right?

SECRETARY AGUILAR:
That is correct. This is a uniform application to all individuals who hold a notary
license.

SENATOR KRASNER:

| am just wondering if a person who performs the document preparation
services—and | know we have gone back and forth on this in this committee —
can help someone who's trying to become a U.S. citizen fill out their
documentation for citizenship?

MR. RODRIGUEZ:

Yes. Any document preparer can help with filings of immigration paperwork.
The clear language within the document preparation through NRS just says that
they are not able to offer any legal advice. So filling out the documents is
perfectly fine for that reason.

SENATOR NEAL:
| just had a quick question on A.B. 72, section 5.5. | just want to have an
example of lines 40 through 44, where an “act or omission of the registrant or
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the sole proprietorship or business entity in violation of any other federal or
state law for which the return of fees, an award of damages or the imposition
of sanctions have been awarded by a court of competent jurisdiction.” Can you
give me an example of what that actually would entail?

MR. RODRIGUEZ:

Basically, section 5.5 allows us to modernize the bonding system by scaling
requirements to match registered business size. It encourages compliance and
reduces the barriers from multiple entity professionals while maintaining the
customer protections. We do not currently have any comparison since the
amendment is new. However, we can follow up with additional possible
examples shortly if you would like that.

SENATOR NEAL:
| would like a follow-up.

PETER KRUEGER (3C House; Registration Services Association of Nevada):

As | recall, Mr. Chair, this was your bill initially in 2014, and it has come a long
way. We're very supportive, and | want to thank Secretary Aguilar for this
additional amendment, especially where it comes to tiering the bonding system.
This goes a long way in helping document preparers that have multiple
locations.

ARELI ALARCON (Nevada Land Title Association):
We appreciate the Secretary of State's Office working with us on an
amendment in the Assembly, and we are now in support of A.B. 72.

CHAIR FLORES:
We'll close the hearing on A.B. 72 and open the hearing on A.B. 422.

ASSEMBLY BILL 422 (1st Reprint): Revises provisions relating to the Civil Air
Patrol. (BDR 36-190)

ASSEMBLYMEMBER STEVE YEAGER (Assembly District No. 9):

| did submit a fact sheet (Exhibit E contains copyrighted material. Original is
available on request from the Research Library.) for the Civil Air Patrol (CAP). |
want to tell you a little bit about CAP because you might not know. | did not
know until | started working on this piece of legislation. The Civil Air Patrol is a
congressionally chartered, federally funded 501(c)(3) nonprofit corporation that
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is the civilian auxiliary of the U.S. Air Force (USAF). It operates in all 50 states,
and Nevada's CAP includes 394 adult members, 427 cadets, 96 aircrew
personnel and 550 emergency responders. The charter of the CAP is based on
three tenets: number one, emergency services; number two, aerospace
education; number three, cadet programs. The Civil Air Patrol volunteer missions
under emergency services have greatly expanded in the last couple of decades.
To support these missions, they have the largest fleet of Cessna general
aviation aircraft in the world with over 500 Cessnas of different models. Civil
Air Patrol pilots, observers and scanners are highly trained in these aircraft.
Additionally, ground support for members ensures effective mission success.

One thing you might not know, after the Twin Towers were taken down in New
York City, the first aircraft to fly over the devastation was a Civil Air Patrol
plane and crew. Their photography and firsthand reporting were critical to the
rescue efforts that happened over the days following that event. In addition to
the search and rescue missions that most of the public knows about, CAP
provides support such as Green Flag [West in] Las Vegas. Based out of the
North Las Vegas Airport, this ongoing mission provides training for active-duty
military personnel that will be employing drones and guiding aircraft into target
areas [in] special event interceptor training. Civil Air Patrol crews are employed
as slow-moving targets over special events to train the fighters on intercept
procedures, for instance, working with the air force for the Super Bowl each
year to be prepared should something happen. [For potentiall nonrating officers
to qualify, the air force uses CAP instructor pilots and aircraft to provide initial
evaluations for current USAF officers applying for flying positions. The
candidates follow the air force prepared syllabus of flight training evaluation. If
approved by CAP instructors, they are given the opportunity to progress with
their applications. [With] FEMA [Federal Emergency Management Agencyl
support, Civil Air Patrol crews provide disaster relief and damage photography
for environmental events.

In terms of aerospace education, CAP holds open houses at our local airports for
the school system. Students receive ground instruction and then get to sit in [a
plane] to familiarize themselves with the aircraft. The cadet programs enable
cadets to progress through glider, pilot and fixed-wing training. They also learn
ground team, search drone and rocket procedures, all the while learning
leadership qualities. Several cadets from the Douglas squadron have or will be
attending our military academies. All of these tasks are accomplished by
volunteers, which brings us to the bill. This bill seeks to ensure that Civil Air
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Patrol volunteers do not have to perform their volunteer services while also
being worried about repercussions at their regular jobs.

| will take you through the two sections of the bill; it is relatively
straightforward. Section 1 of the bill ensures that the volunteer can take a leave
of absence for up to 10 days of training and 30 days of emergency mission
work without losing their position, seniority, accrued leave or benefits. The CAP
volunteer has to provide adequate documentation, and the employer can treat
the absence as unpaid leave if they wish. It also provides for a civil action if the
employer violates these provisions. Section 2 of the bill indicates that an
employer cannot prohibit a CAP volunteer from participating in search and
rescue activities if they are related to the membership in CAP and the employee
otherwise meets the requirement of section 1 of the bill.

RusseLL SMITH (Nevada Wing, Civil Air Patrol):

| am a flight instructor, flight evaluation officer and trainer. | work with the
cadet programs, emergency services and the aerospace division. | have been a
Nevada resident since 2003 and actively involved in all phases of CAP in
Nevada. Some of the missions we have had here that had a profound impact
were the Steve Fossett search that took a long time, and we stretched into
many days. Most recently was the COVID-19 distribution of PPE [personal
protective equipment] and all the various other supplies for COVID-19. Because
of the rural area that we have, it was very advantageous for us to load things
into our aircraft to take them out to Elko, Winnemucca, Ely [etcetera] and have
them distributed by our ground teams to the various Native American
installations and rural communities, getting that PPE out to the people that
needed it. That was a big mission for us and lasted for almost a year by the
time we got done. | do not have to remind you about all the issues trying to deal
with the logistics on that, shortages and moving things from point A to point B,
but that was probably a very significant impact.

We have 111,000 square miles of rural Nevada, and we can provide some
assistance with that through our program. That was probably the biggest thing
recently. We've gone on many search missions. Earlier this year, we had a
mission where a pilot went missing, no word, nothing, and not able to track. It
was an unfortunate incident. It turned out he was deceased, but it was out in
Monitor Valley which has no cell phone service. It is supposedly the darkest
valley and one of the darkest valleys in the United States. We were able to
provide coverage, but to get coverage, our pilots need to take off work and help
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us, especially early on so that we can get them. This bill helps us assure our
members that they can participate without risk.

SENATOR ELLISON:

| awarded the award for the cadet program just recently in Elko. It is wonderful
to see how bright and smart these kids are. | was a CAP member many years
ago and a pilot, and | had my own 182 at the time. It is a great program. When
you have a plane go down, you can't wait three or four days before you're in
the air; you get out that day or that night if you can. | have been on searches.
Matter of fact, | was doing touch-and-goes one day, and an ELT [emergency
locator transmitter] went off; so two of us were coming in at the same time,
one from ldaho and me from Elko, and he beat me to the wreck. There was a
Beech Baron that went in. He was unlicensed, had four people in the airplane,
never had training in a twin, and it was a disaster. | have been on several of
CAP missions just as a private pilot also. If it was not for CAP, a lot of these
planes would never ever be found. We have seen crashes that they flew over
20 times and could not see them because they hit cold springs and went down
under the water. So, CAP does a great job.

MR. SMITH:
| appreciate that, and we appreciate your service as well, sir.

CHAIR FLORES:
We'll go ahead and close out the hearing on A.B. 422. Next, we will open up
the hearing on A.B. 427.

ASSEMBLY BILL 427 (1st Reprint): Revises provisions relating to public financial
administration. (BDR 31-739)

ASSEMBLYMEMBER STEVE YEAGER (Assembly District No. 9):

Assembly Bill 427 will provide much-needed investment in Nevada's small
businesses in these challenging economic times. | give the following
testimony (Exhibit F). Additionally, this vehicle allows for those investments
made to businesses to come back to the State, yielding greater returns for the
Permanent School Fund while also working to increase economic development
and job creation efforts here at home.

Assembly Bill 427 in its first reprint seeks to change this current practice of only
providing late-stage funding. As | meet with small business owners throughout
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my Assembly district and the State, | continually hear about challenges that
many of our small business owners are facing with rising inflation and an erratic
tariff policy being undertaken by the current administration. Costs for goods and
services are continuing to rise throughout the State. As a result, our small
businesses are forced to increase their prices just to make ends meet. With the
challenging times that Nevadans are facing, it is becoming increasingly difficult
for our small business community to access affordable financing to help them
start new businesses, expand existing businesses or hire more people. | have
been focused on finding ways to work together to bring down costs for
Nevada's families during this legislative session.

Additionally, we need to find ways to help our small businesses, the drivers of
our state’s economy to grow and thrive in challenging economic times. Right
now, our business community needs additional capital investment to help them
support their operations. | had the privilege, right before the session, to attend a
meeting called Sunnylands out in Rancho Mirage, California. It was convening
some of America’s best and brightest entrepreneurs, and the thing | heard over
and over again was the challenges of finding capital for brand-new businesses
that it is just not there. That was part of the impetus of A.B. 427. | also did
submit a copy of the State's economic development plan for the record
(Exhibit G contains copyrighted material. Original is available on request from
the Research Library.).

Overall, the changes in this proposal will make it so that Nevada's emerging
businesses can access much-needed capital to help them expand and hire more
people. | am also very thankful that we can refocus funds previously authorized
by the Legislature through the State's Permanent School Fund. This bill will not
impose any new fiscal impact on our State's General Fund if the committee
wishes to move it forward.

We will pivot and go through the bill, section by section. Section 1 of the bill
revises the focus of the corporation for public benefit, also known as NCIC
[Nevada Capital Investment Corporation], by stating that businesses that are
eligible to receive funding must have an active presence here in Nevada, must
be engaged in an industry consistent with the State's Plan for Economic
Development and be in need of early-stage or middle-stage funding to help
expand the business's operations.
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Section 2 of the bill allows for the NCIC to provide venture capital funding to
businesses and revises the membership of the board to replace the Chancellor of
the Nevada System of Higher Education with the Executive Director of the
Governor's Office of Economic Development (GOED).

Section 3 of the bill provides for the board of directors to make direct
investments into eligible businesses as well as through qualified venture capital
investment firms. Additionally, A.B. 427, section 3 ensures that investments
from the NCIC are diversified so that not all of the funding is provided to just
one or two businesses. Additionally, this section ensures that businesses will be
prioritized for funding if they meet the following criteria: employ Nevada
residents; provide jobs that are in high demand and pay high wages to local
residents; provide health insurance coverage to their employees; advance
environmental sustainability policies advanced by this Legislature; enable the
business to create new jobs with the funding; and help support new and
expanding businesses here in Nevada.

Sections 4 and 5 of the bill are conforming sections to ensure NCIC can provide
venture capital funding to businesses as opposed to just providing equity
funding. Finally, A.B. 427, sections 6 through 9 are cleanup sections identified
by our Legal Division within the LCB [Legislative Counsel Bureau] designed to
remove references to obsolete programs originally contemplated back in 2011
that would no longer be necessary if this bill moves forward.

JEFF SALING:

This bill is really important for Nevada to get more engaged in the art and
science of start-up investing. It will support all of our start-up communities that
have been sort of bubbling along for the last couple of years. Not only is it going
to be good for our start-ups and our economy in general, but it is also going to
be a good investment because the returns from this asset class of start-up
investing have been as good or better than any other asset class out there. |
think you have got a chance to win on two sides. One is by growing our own
start-up ecosystem, helping companies in Nevada get investment and using it as
an attraction to bring companies in who might not otherwise consider coming to
Nevada. At the same time, when you organize this in a good smart way, you
get great returns on your investments as well. We win on all of those fronts.
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SENATOR ELLISON:
If a small business comes in, or a big business, what is the largest amount of
capital they could borrow?

ASSEMBLYMEMBER YEAGER:

It is a little bit of a hard question to answer because NCIC itself has $75 million
at its disposal, but those investments get made, and the money is out while the
investment is out. In addition, there is a mandate in here that they do not invest
in just one or two businesses because like any other investment, you want to
diversify your portfolio just in case something does not pan out. | guess in
theory it could be a multimillion-dollar investment, but it would be up to the
board. | should have noted a board of directors runs this, and they do their due
diligence. There's an application process where a business fills out an
application, sends it in, and they will do their due diligence about whether to
invest and then at what sort of amounts to invest in. | could get you some
historical data about what they've done previously, but they've never been able
to invest in these sort of businesses before because the statute does not allow
it. This is what the bill would allow. So, it's hard to answer that question, but it
would not be the entire fund.

SENATOR ELLISON:

Well, | would not think so. If they needed working capital to get them started
and they've already got an investment into what they are going to do, it seems
to me anywhere from $50,000 to $100,000 would put them totally in the
worksheet. | did not know but give me an idea of what kind of business you are
trying to attract, other than giant companies. All people, the mom and pops
shops that get up and get moving put tax money back into the base.

ASSEMBLYMEMBER YEAGER:
Certainly.

MR. SALING:

It really is going to come down to the thesis that the group of managers over
the board puts out for the fund. Typically, you see smaller investments in earlier
businesses much like you were talking about, a $50,000 investment might be
appropriate for a brand-new business or a business just getting started. As the
businesses mature, they are going to see larger and larger amounts of capital.
So having a part of the portfolio investing in a seven or maybe—although |
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doubt it—an eight-figure type of investment would not be unusual for a fund of
the size we are considering here.

The important thing is the board will make a decision about their thesis, what
percentage of the portfolio to be invested in pre-seed companies. Those might
be the ones getting investments of between $50,000 and say $250,000. Then
you graduate to the seed stage, and those investments will typically be from
$250,000 to maybe a couple of million dollars. Those businesses are going to
be more mature; they are probably going to have half a million dollars in revenue
or more. They're going to have proven their market worthiness to a much
greater degree than the pre-seed companies. When you get into the Series A
companies, which follow the seed companies, then those investments are
typically $5 million up to say $10 million. These are the kinds of early-stage
capital the fund has not been allowed to invest in. Those investments are some
of the best ones if you can pick them correctly.

The other thing to consider in how all of this works is most venture capital
operates on something that we call the power law, which says out of a group of
any 20 or so companies that you invest in, one of them will return a lot of
money—say $50 back for every dollar you get in or that you invest—and a
bunch of them will return less than that. They'll maybe return two, three or
four times the money you invest in. Then some of them will go out of business.
It is in the aggregate that you are trying to get the return your thesis is
projecting. Usually, it is a minimum return of three times your money for every
dollar you invest in the aggregate.

The fund that | manage typically tries for at least five times the amount of
money we invest, again in aggregate. Each of the individual companies may
return more or less than that, but the idea is to come up with a thesis that says,
“We are going to invest in technology-based start-ups, consumer packaged
goods start-ups, Al start-ups, energy start-ups or healthcare start-ups.” The
group will develop its own thesis about what they want to invest in, what kinds
of companies there are, what percentage of the companies they want to invest
in that are homegrown companies versus which kind of companies they want to
attract into our ecosystem. All of that gets made up in the thesis the group puts
out. Then they invest against that thesis, making little adjustments and whatnot
along the way, based on their experience. | hope that puts the color that you
are looking for.
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SENATOR NEAL:

On A.B. 427, section 1 where it lays out who's eligible for the private equity
funding or venture capital, line 11 [8] says that you have these criteria of having
domiciled headquarters, having a significant percentage of employees living in
the State, being an early-stage investment or involved with an industry in the
Economic Development Plan. | guess my concern here is how are they ranked?
How is that applied because it is not equal footing, right? If your goal is to give
entrepreneurs and early-stage businesses seeking seed capital a chance using a
state mechanism, how do they get equal footing when the criteria that might
overwhelm them in the review are the ones that align the businesses with the
Plan for Economic Development and the ones that have a high significance of
employees in the State?

| am asking this because your copresenter just explained you are only going to
do the venture capital where you are going to gain. Your investment means you
can flip or triple your investment because it is in a key sector. In private equity,
you are also looking for a stake somewhat in the company or to revamp it or to
get some of the equity. So how does a small-stage company seek the benefit,
try to override and say, “l am actually a good investment too. | am not actually
in GOED’s plan, but | am good.” | am thinking about the other small businesses
we have that you want to help, those here that never get a chance to even get
into the ecosystem.

ASSEMBLYMEMBER YEAGER:

| think that business would have a chance here because, as you mentioned,
there's an “or” here. Part of this language was trying to recognize that we want
to help businesses that need the help. But we are also, as you said, trying to
make a return on our investment because these are state dollars. We have got
to be very thoughtful in that. | wanted to have enough language where | think
the board of directors of the NCIC can really flesh that out in their criteria. | do
think there's an opportunity for both. You want to make sure if they are going
to be higher risk that you are not putting as much of your money there as you
well know in the investment sector. But when you look at that A.B. 427,
section 1, subsection 1, it is do you have a presence in the State as indicated
by those three factors or do one of those other factors apply? | want to give
guidance but not be too prescriptive in the language because | am not the one
who's going to be doing the investment and making the choices. That's going
to go to the NCIC board of directors. But if you have suggestions or language
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you would like to see differently in this bill, | am happy to do that as well. [I am]
trying to find the right balance.

SENATOR NEAL:

| understand, Speaker, and | get the message that yes, it is taxpayer dollars. But
flip of the theory, the taxpayer that paid into the taxpayer dollars would like to
see [it] invested in their businesses, right? My second question was on
A.B. 427, section 3, that describes the type of managers which should engage
with the treasurer. But then it has the second part—I| am not sure if this was
intentional—on page 6, lines 5 through 17; we are literally repeating GOED’s
requirements, right? | do not know of a start-up that can provide health
insurance. | have not met one, and if they are providing health insurance, if they
are at the stage where now they can do high-wage jobs versus what they are
projecting—because you [the business] are going to come in, do your pitch deck
to the venture capitalist and say, “l am in this industry and | can lay out what
my projections,” but they’re projections. They will not be able to prove that a
high-wage job exists because they are a start-up. What they are going to say is,
“l am projecting that if | get this off the ground, if | get this capital, then | can
pay someone $40 an hour to do this work.” But it literally depends on the type
of corporation that they are.

Most folks are starting in an LLC because they do not have enough friends to
create a board to become a C Corp or an S Corp. So they do not have a board,
and most of the venture capitalists are looking for the board. But they are so
early stage, they are like, if | find my six friends who make up my board. Are
we falling into the trap of flipping them back into a GOED design, which is
eliminating them in the first place? Should we be thinking about what is the
form of our seed capital businesses and what they really look like for this
investment structure? | want it to work, but | do not want them eliminated
because they are not even going to be at that stage of providing health
insurance.

ASSEMBLYMEMBER YEAGER:

NCIC cannot invest in this way right now. This is a closed path for these
businesses. | want to make that front and center. We are trying to open it up a
little bit. | think | understand the point you are making; perhaps it is too
prescriptive there. That is something | can work on in terms of that language. |
want the NCIC to have the flexibility, but | want this to work.
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If we are just going to extend the current program we have, there's no reason
for the bill. We could just put this bill in the shredder—it is not going to do any
good. | will take that back and think about how we might want to structure that
differently because my intent is to make sure we are helping new businesses. |
am not going to say small businesses but new businesses that are having a hard
time finding capital. That concern caused me to bring this bill. | certainly
understand your point about health insurance coverage and where they are
going to be at in the application process. | will try to work on that language and
come back with something that makes a little bit more sense.

SENATOR KRASNER:

You said we are using the Permanent School Fund, and you are hoping to
expand that to loans between $5 million to $10 million. What happens if a
company defaults, they can't repay the loan, and the business folds? How does
Nevada get that money back?

ASSEMBLYMEMBER YEAGER:

You did not ask this question, but the most current balance we have for the
Permanent School Fund is about $500 million, and that money just sort of stays
in that account. The interest from that account is used to fund education. So
right now, $75 million is already segregated to be used and invested by the
NCIC. We are not changing that. The structure is the same. | think your
question really is what remedy does the State have if a company defaults?
Truthfully, they are not going to have any remedy if the company defaults.

As Mr. Saling said, if you are making these kinds of investments, you are going
to have companies that are not going to make it. Think about the restaurants
that open in your district, not all of them make it. We're not talking about
investing in restaurants here, but the idea would be you diversify that portfolio
enough so even if one or two companies do not make it, on the whole, your
return is $3 or $5 on the dollar, and the Permanent Education Fund is still going
to come out ahead. They're still going to have a return on their investment. But
| do not believe there would be a remedy for the State if a company goes
bankrupt. You try to diversify that investment so that risk is limited. | can tell
you sitting here not every company that might be invested through this
mechanism is going to make it. You're not going to bat 10 for 10 in this sort of
industry. If you have that diversification, the State would be protected.
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The idea is to bring in more money than we are bringing in now. Right now,
they can invest in really safer investments with very low returns. This is in some
sense trying to find that unicorn, trying to invest in the next Amazon or Google
or Facebook because right now, you would not be able to do that under the
way that the bill [S.B. No. 75 of the 76th Session] is structured. There is some
risk to the State for sure, but with the board of directors and their due diligence,
that risk can really be minimized despite the fact that individual companies
invested in will not make it. That is a certainty.

SENATOR KRASNER:
Does the State try to recoup the money? | mean, $10 million is a lot of money
from the State Education Fund.

ASSEMBLYMEMBER YEAGER:

| can try to get the answer for you. With the kind of investments the NCIC
board makes now, | do not believe that happens because they are really safe
investments. It is like putting your money in a savings account. Unless the
entire financial market collapses, you make some money, although it is going to
be very little. But | would imagine the State would use whatever remedies they
might have if a company went into bankruptcy. They are going to go through
that procedure; the State would be a creditor and likely line up with everybody
else. | believe that effort will be made, but | can find some more information. |
will talk to the NCIC board and see how they would try to deal with that.

In addition, | should note, when they decide to invest, it is not just the State
says, “Here is your money,” there's a whole contractual relationship that
happens there, documents are signed. This is not just like they are handing out
money; it is a very sophisticated business transaction. My guess is there would
be as much protection as you could possibly get in this kind of a transaction and
in that paperwork signed with the business, but | will try to get that information
for you. | can probably find like a sample contract of something used now.

MR. SALING:

Three different types of investments are made in these companies. One is
something called a convertible note, which is a loan. If you are a debtor and you
have a convertible note, then you have the remedies available to any debtor in
the organization; sometimes, you'll get a piece of your money back based on
the assets of the company. Sometimes, there are other remedies for a debtor.
Of the other two instruments usually used, one is called a SAFE, that is a



Senate Committee on Government Affairs
May 12, 2025
Page 25

Simple Agreement for Future Equity. That is a note that converts into equity
when the price or the value for the company is finally established. Those
two types of instruments, the convertible note and the SAFE, are usually used
in pre-seed and seed stage companies.

Once the companies get more mature, then you are actually buying generally
preferred stock in the company, and that is an equity instrument. If the
company does go out of business, you are in the same position as every other
equity holder, except that you have a slightly higher ranking in the order of
things because you have preferred equity versus common stock. But usually if a
company goes out of business, the equity holders are not left with much. The
debtors can recover some of the money put into them. But as Speaker Yeager
talked about, it is really in the pool of investments that you are trying to make
your return rather than counting on every single company to make a return.
Which is one of the reasons why you seek such a large multiplier on your
money because you know that no matter how good you pick, no matter how
good everybody's intentions are and no matter how much due diligence you do,
inevitably there's going to be a portion of your portfolio that just does not make
it. If you are picking well and you are picking in good areas of the economy,
then we should be able to have the same kinds of returns that most of the other
venture capitalists out there are making and hopefully better.

SENATOR DALY:

In A.B. 427, section 1, subsection 1, paragraph (c) where we are talking about
the economic development pursuant to NRS 231, etcetera; basically, that is
developed by GOED if | am correct?

ASSEMBLYMEMBER YEAGER:
| did submit the 5-year Comprehensive Economic Development Strategy,
Exhibit G. This is the document referred in the section that you are referencing.

SENATOR DALY:
Developed by GOED?

ASSEMBLYMEMBER YEAGER:
Correct. Developed by GOED.

SENATOR DALY:
How often does GOED get to change it? How current is that one?
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ASSEMBLYMEMBER YEAGER:
This one is from December 2023. | am not sure how often they relook at this. It
is very comprehensive, but | can get an answer for you.

SENATOR DALY:
But it is completely within GOED's purview?

ASSEMBLYMEMBER YEAGER:
Unless we said otherwise in the language, the way it is written right now, it
would be in GOED's purview, but we could certainly change that.

SENATOR DALY:
We would be delegating otherwise legislative authority to GOED?

ASSEMBLYMEMBER YEAGER:

| will disagree with that a little bit. | do not think we are delegating authority. |
mean, NCIC already exists. We are allowing additional types of investments in
this bill. We are saying that you should be engaging in an industry that is in this
plan to get the benefit of that investment. But we are certainly not mandating,
for instance, that NCIC actually make that investment. It would still be up to
them. So | will push back a little bit on that, but we could change it. If you do
not like that provision, we can find another way to say that.

SENATOR DALY:

Understood. My point that if it is in GOED and they want to change it and come
up with a new plan, basically, no sector or industry except for maybe gaming is
not going to end up in this plan that we would potentially invest in. But | have
concerns over delegating anything to GOED. Everybody knows | am not a big
fan.

When you change the qualifications of the board from “10 years of experience”
to “demonstrated experience,” demonstrated seems very subjective to me
versus 10 years. What would it take to demonstrate experience, what would
you just have to be? For instance, | see my good friend here from the Assembly,
a trustee on a trust fund for 20-plus years. Does he have demonstrated
experience on that? | think under that language, he would absolutely qualify.
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ASSEMBLYMEMBER YEAGER:

| recently presented a bill about eliminating college degree requirements for state
jobs because real-world experience sometimes can be more valuable than a
college degree. | sort of see this as the same way. | think whatever we put in
there, in some sense, is going to be arbitrary. We can say 10 years, 5 years or
15 years, but that does not necessarily mean you are getting the best people.
You are getting a person who can check off the box that they've been in this
industry for a certain period of time. My intent here was just to say we ought to
recognize that maybe someone has not been doing it very long, but they are
really good at it. That is through their demonstrated success in what they are
doing. | would not want to exclude that person from the board of NCIC just
because they do not meet a tenure requirement.

SENATOR DALY:

Understood, it's still subjective though, | mean, quite subjective. Next,
A.B. 427, section 2, subsection 2, paragraph (b) where you want to change the
makeup of the board and remove the Chancellor of the Nevada System of
Higher Education. This is the State Permanent School Fund. [The board should
have] at least someone associated with education, and in my view, someone
much more independent than the Executive Director of GOED. That just then
gives, in my point of view, the Governor two appointments to the board. | have
significant problems with that. | already have my misgivings about GOED in the
first place. Some of the things they do, some of their approval process and
various things, are outside of anything we can do; they can rubber-stamp what
they want. Giving more power to anyone in GOED and another appointment to
the Governor does not benefit what we are trying to do with this. You can
respond if you would like.

ASSEMBLYMEMBER YEAGER:

| am getting the sense you do not like the bill much Senator, which is okay. |
had some pretty robust discussions about that provision with Assemblymember
DeLong, who wanted to be a cosponsor of this bill after | presented it. He said,
“Why are we taking the chancellor off?” Honestly, the reason we are taking the
chancellor off is because we think there are probably some good investment
opportunities through the universities. With the chancellor on the Board, there
are probably conflict of interest provisions that might prevent NCIC from
investing in UNR’s [University of Nevada, Reno] tech sector or UNLV [University
of Nevada, Las Vegas]. So, | think there's a good reason to take the chancellor
off to prevent conflicts of interest. Is the Executive Director of GOED the right
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appointee? Maybe, maybe not, but [I’'m] open to suggestions. | get where you
are coming from, but it really was more of a let us not hamstring ourselves with
a potential conflict of interest, especially if we can invest in some venture
associated with one of our universities here. | think we would probably want to
do that because it would align with the rest of the bill, but [I'm] willing to have
some additional discussions about that appointment.

SENATOR DALY:

Thank you for that, | am struggling to see where—when | go back to A.B. 427,
section 1 and being domiciled in the State, certainly they’re headquartered in
the State, significant percentage of employees residing in the State. You talked
about research or some investment at the university. | am trying to find where
we are going to be investing in a middle-stage or an early-stage business
associated that closely with the university. | am just not seeing that nexus here.
So, | would disagree with the argument you are making there, but friends can
fight and you are right, | probably do not like the bill much. Next, | got a
guestion on section 3, the corporation that you would call an NCIC. What is
that acronym for?

ASSEMBLYMEMBER YEAGER:

The enabling legislation passed in 2011, S.B. No. 75 of the 76th Session,
became known as the Nevada Capital Investment Corporation. So the acronym
NCIC covers that.

SENATOR DALY:

So the corporation for public benefit and NCIC that you are talking about are the
same thing. | think | remember the bill and having some of these very
discussions. It was explained that when we are doing these types of
investments, the corporation for public benefit and the board, the people with
their ten years’ experience, are not actually going to be picking the investments
and doing those various things. They were going to go to an external assets
manager in that business who's going to look at these types of businesses you
would invest in, the categories you are proposing to delete: health care,
cybersecurity, homeland security, alternative energy, advanced materials. All
that stuff you are deleting for whatever might qualify in this plan that can be
changed on a regular basis, and they were going to get the assistance of those
types of experts in the investment field and the various things.
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| know you are saying it is going to be cumbersome, and experts in private
equity investments [are going] to vet this so the State is making a reasonable,
sound question on the investment. But you add the words in here now with this
board—that just has to have demonstrated ability —that they can invest directly
to eligible businesses. So they can circumvent and say, “l am not going to look
at an external asset manager or a private equity investment firm, and if this
goes forward, a venture capital investment firm that we have hired.” |
[hypothetical board member] am going to say, “We can directly do it, we do not
have to take the advice of those firms.”

It almost sets up the board—and “well, we are going to be looking at this.” It is
almost like these businesses that—and | am envisioning Shark Tank going on.
This guy coming into the board says “this is my business; so, we’ll invest
$5 million in the ...” | just do not think that is the way we should do it. | got
problems with [the board] being able to directly [invest in] eligible businesses
without at least that intermediator, whether we allow venture capital firms or
not. If we are going that far, you might as well add hedge funds and some other
questionable investment practices, in my view. | know when | am the trustee on
the trust funds, we do not invest in any of that stuff. Just not reasonable. Any
comments?

ASSEMBLYMEMBER YEAGER:
| appreciate the concern, and | will thoughtfully consider about whether and
how that should be addressed in any potential amendment that comes forward.

SENATOR DALY:

| understand. If there's no way to get me to [vote] yes, you may want to
consider any of my stuff. The State Permanent School Fund, as | recall, was
money allocated and given to each state. However much they allocated and
gave to the state, the state is not allowed to actually go out and spend that
money directly. It is meant for investment, and then whatever interest we might
make off of that is what can be spent on education. So, the money originally in
there has to be preserved. If we go below, lose money, or it is mismanaged in
some way, anything we do make off of that has to go to pay it back and make
it whole before we can have interest going forward. Which is | believe, tell me if
| am wrong on any of that, why we have a more conservative method of
investment policies and practices. When we did this $75 million to say, “Hey,
we are going to experiment doing this—have we lost money, have we made
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money, or we are just not making as much as you want?” | do not know, | am
just saying it is conservative for a reason.

ASSEMBLYMEMBER YEAGER:

| think you are mostly accurate with what you were saying. | do have some
additional information about the State Permanent School Fund just in case
anyone was wondering. It was established by the Legislature in the late 1800s.
It is in our Nevada Constitution. The monies are hereby pledged for educational
purposes, and the money there must not be transferred to other funds for other
uses. So indeed, it is the interest used to fund education, but the amount—that
account itself—is not spent. | will note that initially in 2011 when S.B. No. 75
of the 76th Session was passed, it was $50 million, essentially a carveout that
could be used. It got increased to $75 million in 2021 by the Legislature. But as
far as | know, | will check this, but | do not believe NCIC has lost money on any
of the investments they do now exactly because it is conservative. | think there
are reasons to make it conservative, but | guess | will just note a couple of
things.

Number one, | still think NCIC would invest in conservative investments, right?
You think about your own investment portfolio, you want to have that sort of
standard of, “No, | am going to get a return here,” but every once in a while,
you want to take a shot at something that can return more money. | think that
was my intent here, we have got smart people. Can we get folks in a room and
say, “Can we put an investment portfolio together where we have a real chance
of bringing in a lot more money?” Because the more money we bring into this
account, the more interest goes to education with the additional benefit that it
would help Nevada small businesses and new businesses.

| am trying to find the right mix. | certainly understand if your position is it
should be conservative because it is the State Permanent School Fund. | respect
that; | think it is a very reasonable position to take. | am just sort of looking out
there to see how can the State help businesses and also give itself a chance to
maybe bring in a big return on investment? Because with the structure we have
right now, yes, we are going to get slow and steady returns, but we are never
going to invest in that unicorn company. We're never going to get the 100- or
1,000-to-1 return on the investment because the law does not allow that type
of investment to be made.
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SENATOR DALY:

You never know right? | also know that you can't chase the market, and you
can't time the market. There's a lot of things that you can't do, and | am not
sure we should try. | do know that private equity investments are more risky
than other investments. That was why there was just a small carveout for some
of the stuff. Venture capital investments are not the standard type of
investments; | certainly know our pension plan does not invest in those types of
things. | am not sure that we should do it with the State Permanent [Education]
Fund either.

SENATOR OHRENSCHALL:

If someone wants to take advantage of this, maybe they've had credit problems
in the past, maybe they had a bankruptcy or medical illness, and they've got
damaged credit. Do you think that would preclude them from participating?

ASSEMBLYMEMBER YEAGER:

| do not think that would preclude them from participating. It is certainly not an
excluder under any of the language in the bill. | do think that that information
would probably be revealed in the due diligence process, whether that is done
by the directors of NCIC or by an outside agency that is vetting. It would be a
consideration, but | do not think there's any blanket exclusion. Ultimately, it
would be up to the board of directors to say, “Do we think this is a worthwhile
investment despite what might appear to be risk factors?” and they would make
that determination whether it is a good investment.

SENATOR OHRENSCHALL:

If this passes, do you envision maybe outreach to underrepresented
communities to avail themselves of this opportunity? Or do you think there will
be any kind of education to reach out and let people know that there's this
possibility of trying to get into business for yourself and get that venture
capital?

ASSEMBLYMEMBER YEAGER:
| certainly think that it would be, and | think from a state perspective we would
want to do that.

MR. SALING:
The short answer to your question is yes. | run an organization called
StartUpNV. We do a lot of entrepreneurial education. We also have some
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affiliated venture capital funds alongside us. We are constantly in the
community trying to find the best possible companies and entrepreneurs that
we can teach the skills to, then taking from that group out and making
investments in the best of that bunch. It is part of our mission to make sure that
the folks who may have been overlooked in the past are at the very least aware
of the opportunities and what they have to do to make themselves look as good
as possible so they can stand as good a chance or better than others of
attracting that venture capital. We do this all day, every day and have been
doing it since 2017. | am confident that our organization would make it part of
our mission, if this bill passes, to make sure the folks in the community know
about this opportunity, understand the rules and the thesis that the board puts
in place so they can make themselves as attractive as possible.

SENATOR OHRENSCHALL:

Then if someone wants to work with you at StartUpNV and they either do not
have much credit history or have had things in the past like a bankruptcy or
medical illness thing that went to collections, is that something you try to work
with those folks to see if they can still become business owners? How does
that work, if you could talk a little bit about that?

MR. SALING:

Sure. In most cases, the founders understand that is going to be discovered in
due diligence, and they bring it up front. Doing that really gives them a lot of
credibility. What you worry more about is when somebody tries to hide it from
you rather than saying, “Listen, | had a tough go, | made some mistakes, | had
an illness,” whatever it is that caused the thing that might be of concern. That
is a piece of how we evaluate that kind of thing. In and of itself, none of those
things are automatic disqualifiers. Our advice generally to people is to be up
front about that kind of stuff because it will be discovered when due diligence is
done. It is way better to get ahead of that kind of information and explain it
before it becomes a black mark on your record. You actually get credit for
coming up front and being forthright about it.

Oftentimes, people who have gone through that kind of adversity make the best
founders because they've gone through that, overcome it and are coming out
the other side of it. It is neither a good nor bad thing on its face. It is just part of
the overall thing that you consider when trying to make an investment, not only
in the business they are presenting but in the person who's representing that
business. Do they have the gumption, the wherewithal, the grit to make this
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business succeed? Because you are investing in them and the business. It is our
obligation as venture capitalists and this board's obligation as the keepers of our
client’s capital to make sure we are returning that capital two, three or four
times more than what they put in our trust. We have to consider all of that, and
again, sometimes that is an advantage. It is not always something that is a bad
thing like a bank would look at it. We are not a bank; these funds do not look at
it the same way the banks do.

SENATOR NEAL:

There's a key point he made about the client being able to get the money back
and this nonprofit that we have had for like a really long time. Is the client still
Nevada, or is the client the Treasurer's Office that is investing in these venture
capitalist groups putting their money forward for the benefit of this? | do not
even know if it is for the benefit of the State because it is really for the benefit
of them. | mean, because you are only going to invest if you are going to get
your money back, and so we get some of it.

ASSEMBLYMEMBER YEAGER:

The beneficiary has to be the State. | mean, the State ultimately is the client.
That's where the fiduciary duty lies with NCIC. | will not put words in the
mouth of Mr. Saling, but | think he is envisioning when NCIC is looking to invest
in a company, they've obviously got to say that company is not their client but
an investment opportunity. Do they have confidence in the person who's
running that company? Do they have confidence in the business plan and the
business model? But always the duty is to the State because [of] the taxpayer
dollars sitting there. That is the way | would see it. If the investments are
terrible and not returning, then obviously we are going to have issues, but | do
not envision it being like that. | think a person can really make a big difference.
To go back to Senator Daly's point, | am a big fan of Shark Tank. | get caught
watching it some evenings, | watch more episodes than | should, and you can
just tell when someone brings it right. They've got the energy —maybe their
concept is not the greatest—but you just look at them and know the person's a
fighter. They have grit and are going to make it. Maybe that makes you more
likely to invest. Although | think if you are Mark Cuban, you are in a little bit of
a different situation than NCIC because that is your own money out of your
own pocket. You can probably take risks NCIC just would not take.
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SENATOR NEAL:

| am hoping our plan is to distinguish this from Battle Born Venture, our capital
venture fund [program] under GOED. Then we also have our Nevada APEX
Accelerator. This different pool of money versus that pool of money still goes
after entrepreneurs in the State, and you actually created the Office of
Entrepreneurship. So, at the end of the day, | just want to make sure there are
some distinguishing patterns here, like this one going after a different grouping
of clients than maybe Battle Born Venture.

ASSEMBLYMEMBER YEAGER:

| would agree with that. | think it is a different target. To your point, | was
proud to develop the Office of Entrepreneurship. Through those conversations,
the one point | keep coming back to when | talk to folks around the State is we
just can't find early-stage capital. Without that, you just have like zero chance
of succeeding, right? | am trying to fill a gap with money that already exists. We
do not have to find new money. | would anticipate NCIC would be cautious out
the gate in getting this developed. But | would see this as a complement for the
other funds that already exist.

KATRIN IVANOFF:

| am calling to testify in opposition. | am opposing this bill for several reasons,
but | want to know is there a provision in the bill that actually makes sure that
the government employees or people associated with giving away the money
are not eligible to get this money? And their families as well? Because | still
have a bad taste in my mouth from the Christmas bill when it went to charities;
| am not against charities, but it went to bunch of charities when the Legislators
were on the board of those charities. Then they got quite big salaries. They give
$250,000 to a charity, and they give $150,000 salaries. So they just voted
themselves money from the taxpayers. | want to make sure some kind of an
amendment makes sure we do not repeat that situation.

CHAIR FLORES:
We'll go ahead and close out the hearing on A.B. 427 and open the hearing on
A.B. 325.

ASSEMBLY BILL 325 (1st Reprint): Revises provisions relating to artificial
intelligence. (BDR 36-393)
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ASSEMBLYMEMBER SELENA TORRES-FOSSETT (Assembly District No. 3):

Today we are here as members of the Joint Interim Standing Committee on
Government Affairs for the 2023-2024 Interim to present A.B. 325, which is
aimed at ensuring a natural person makes decisions during emergency
management situations regarding the allocation of resources and response
planning, otherwise known as the Terminator Bill. | know that this concern with
technology taking over is something that myself and Senator Daly share
because | remember the microchip bill of the 2019 session [A.B. No. 226 of the
80th Session]. This bill is aimed to create regulations with artificial intelligence
and its use in emergency management or emergency planning.

ASSEMBLYMEMBER MAX CARTER (Assembly District No. 12):

We're going to go through some background information as we navigate the
rapidly evolving landscape of technology. Artificial intelligence has emerged as a
transformative force across various sectors of our society and economy.
Assembly Bill 325 is a proactive measure to ensure Nevada is well positioned to
harness the benefits while addressing the potential challenges and risks. The
Joint Interim Standing Committee on Government Affairs recognized the
increasing prevalence and potential impact of Al on critical state functions,
particularly in emergency management and public utilities. We saw a need to
proactively establish safeguards to ensure human oversight and accountability in
situations where decisions could have significant consequences for the safety
and well-being of Nevada.

Our primary concern was to prevent the delegation of final decision-making
authority in emergency response and utility service disruptions to Al systems.
While Al can be a valuable tool, we believe that the ultimate decision should be
made by a human being. One of the things that we talked about during these
hearings was shutting off the power when NV Energy needs to shut off the
power in high-wind situations, going up to Kyle Canyon. We want that to not be
done by an algorithm. We want it to be facilitated by an algorithm, but it is a
human being that makes the decision whether to turn it on or off.

ASSEMBLYMEMBER TORRES-FOSSETT:

| am sure any good 7erminator fan knows without proper safeguards, machines
do not always make the best decisions for humanity. | am going to go through
each section [of the billl. Section 2 of the bill defines Al as “a machine-based
system that can, for a given set of human[-defined] objectives, make
predictions, recommendations or decisions influencing real or Vvirtual
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environments.” This provides a clear definition of Al within our statutes,
providing [a] foundation [for] future legislation and regulation in this area.

Section 3 of this bill requires any state emergency management plan prepared
and each plan for emergency operations that is adopted by a state or local
governmental agency include provisions ensuring the final decisions regarding
emergency management response planning and allocation of resources in
response to an emergency are made by a natural person and not by Al.

Lastly, A.B. 325, section 5 prohibits a utility from making a final decision
regarding whether to reduce or shut down the utility service in response to a
disaster. This bill aims to strike a balance between leveraging the benefits of Al
and mitigating potential risks by requiring that final decisions on emergency
management and utility service disruptions remain in human hands. We are
prioritizing human oversight and accountability in situations where decisions
could have significant consequences for the safety and well-being of Nevadans.
In other words, A.B. 325 says, “Come with me if you want to live.” | urge your
support.

SENATOR NEAL:

| appreciate this bill. | think one thing we found out in COVID-19 with the smart
cities in Denver—one of them was hacked—was the vulnerabilities in the
emergency systems. It actually opened the eyes of a lot of folks around the
vulnerabilities. How do you train the Al model? What specifically goes into that
system? How do you prevent that attack once you open it into an Al where
they can control the streetlights, the cameras and everything else? So this is a
great bill to limit their behavior.

ASSEMBLYMEMBER TORRES-FOSSETT:

To that point, this was a recommendation from the Guinn Center for Policy
Priorities on Al. That is how this bill came to be an interim committee bill. With
your comments, | have no doubt that we will be back for work session.

MARCO RAUDA:
| will support anything that Assemblymembers Torres-Fossett and Carter
support.
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MAURICE WASHINGTON (Americans for Prosperity):

We are here to testify in neutral of the bill. We sent written testimony in
opposition to it. But after reading the amendment on the bill that directs it solely
to human beings making the decision, we think we can just write the bill out,
see what transpires and takes place. We appreciate the fact that the
amendment allows human intervention solely to make the final decision, but we
do not want to discourage innovation and creativity. We think Al has a place for
us and in our society moving forward. So we are in neutral.

CHAIR FLORES:

With that, we close out the hearing on A.B. 325 and move on to public
comment. Seeing none, we adjourn at 4:41 p.m.
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