PROPOSED REGULATION OF THE
STATE ENVIRONMENTAL COMMISSION
LCB File No. R099-14

August 4, 2014

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

AUTHORITY: §§1 and 3, NRS 445A.270 and 445A.860; §§2, 4-11 and 15-26, NRS 445A.270;
§§12-14, NRS 445A.270 and 445A.295.

A REGULATION relating to public water systems; revising provisions relating to the Account
for the Revolving Fund and applications for financial assistance from the Account;
revising provisions applicable to the recipients of such assistance; and providing other
matters properly relating thereto.

Legislative Counsel’s Digest:

Existing law establishes the Account for the Revolving Fund, from which loans and other
forms of financial assistance may be provided to finance the construction, renovation,
modification and expansion of public water systems in this State. (NRS 445A.230, 445A.255,
445A.275) Sections 1-3 and 8 of this regulation make technical changes to certain existing
regulations relating to the Account. Section 3 also revises provisions relating to the costs of a
water project for which an applicant may receive a loan from the Account.

Existing regulations require the Division of Environmental Protection of the State
Department of Conservation and Natural Resources annually to develop a statewide priority list
of water projects to be considered for financial assistance from the Account. (NAC 445A.67567-
445A.67571) Sections 4-6 of this regulation revise provisions relating to the priority list.

After a priority list is approved by the Board for Financing Water Projects, existing
regulations require each applicant whose water project is on the list to file a letter of intent
signifying its intention to proceed with an application for assistance for the project or defer
action on the application. (NAC 445A.67577) Sections 10 and 11 of this regulation revise
provisions relating to the letter of intent, and section 7 of this regulation makes a conforming
change.

Existing regulations establish a process of environmental review for a proposed water
project, pursuant to which potential environmental issues associated with the project are
identified and evaluated. (NAC 445A.6758-445A.67612) Sections 12 and 13 of this regulation
revise provisions relating to public comment on intended findings by the Division that a project
is eligible for a categorical exclusion or will have no significant impact, meaning that no further
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environmental review will be required for the project. Section 14 of this regulation revises
provisions governing the submission of a draft environmental impact statement by an applicant.

Sections 20 and 24 of this regulation make technical changes to provisions relating to
accounting standards and contracting with disadvantaged businesses in connection with a water
project.

Existing regulations impose certain requirements upon a recipient of financial assistance
from the Account relating to the use of value engineering, peer review, user charges and certain
rate structures. (NAC 445A.67631-445A.67633) Sections 21-23 of this regulation revise those

provisions to make them applicable to an applicant for assistance.

After the Board for Financing Water Projects has acted upon an application for a loan
from the Account, existing regulations require the Division to notify the applicant of the Board’s
action. (NAC 445A.6762) Section 26 of this regulation repeals this requirement, and section 17
of this regulation makes a conforming change. Existing regulations also require that certain
reports be submitted to the Division during the construction of a water project financed by a loan
from the Account. (NAC 445A.67625) Section 26 also repeals those provisions.

Section 1. Chapter 445A of NAC is hereby amended by adding thereto a new section to
read as follows:

“Disadvantaged community” means an area served by a public water system in which the
median household income is less than 80 percent of the state median household income.

Sec. 2. NAC 445A.6751 is hereby amended to read as follows:

445A.6751 Asused in NAC 445A.6751 to 445A.67644, inclusive, unless the context
otherwise requires, the words and terms defined in NAC 445A.67511 to 445A.67557, inclusive,
and section 1 of this regulation have the meanings ascribed to them in those sections.

Sec. 3. NAC 445A.67561 is hereby amended to read as follows:

445A.67561 1. The Division shall provide an applicant with a short-term or long-term
loan from the Account for the Revolving Fund for a water project pursuant to the criteria set

forth in this chapter and chapter 445A of NRS.
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2. The Division shall determine the eligibility of a water project to receive a loan from the
Account for the Revolving Fund before the Division establishes the priority list pursuant to NAC
445A.67567 to 445A.67571, inclusive.

3. Any change made by an applicant to the design of his or her proposed water project
which the applicant makes after the Division has determined that the water project is eligible for
a loan, but before the Board for Financing Water Projects has committed to a loan contract, must
be reported by the applicant to the Division not later than 15 days after the applicant changes the
design. The Division may decide that a water project is no longer eligible for a loan based upon
the design changes.

4. Water projects that are eligible for a loan from the Account for the Revolving Fund are
limited to systems which are not owned by the Federal Government that are:

(a) Publicly or privately owned community water systems; or

(b) Nonprofit, noncommunity water systems.

5.  Water projects that are eligible for a loan from the Account for the Revolving Fund
include, without limitation, water projects which:

(a) Facilitate compliance with the health protection objectives of 42 U.S.C. § 300j-12(a)(2);

(b) Facilitate compliance with NAC 445A.453 and 445A.455;

(c) Replace aging infrastructure, if such infrastructure is needed to maintain compliance with
or to further the public health protection goals of:

(1) The Safe Drinking Water Act;
(2) The provisions of NAC 445A.450 to 445A.540, inclusive; or
(3) The provisions of NAC 445A.65505 to 445A.6731, inclusive;

(d) Consolidate water supplies; or

-3--
LCB Draft of Proposed Regulation R099-14



(e) Facilitate the purchase of a portion of the capacity of another system to improve the cost
efficiency of a public water system.

6. An applicant may be eligible to receive a loan from the Account for the Revolving Fund
if the water project involves:

(a) The replacement, rehabilitation or enhancement of an existing system for the collection,
pumping, treatment, storage or distribution of water, or portions thereof, which is deemed
necessary by the Division for the integrity and performance of the public water system to satisfy
the requirements of NAC 445A.450 to 445A.6731, inclusive; or

(b) The creation of a new distribution system designed primarily to serve residents within an
existing water system who are using domestic wells which have public health or water quality
problems. Such a distribution system must provide sufficient existing or planned capacity for the
development, treatment and storage of the new water of the system. The applicant shall provide
assurances acceptable to the Division that the existing population in the service area of the public
water system currently obtaining its water from domestic wells will connect to the new
distribution system within a reasonable time after completion of the water project.

7. The Division shall decide on a case-by-case basis the costs for which an applicant may
receive a loan. The costs of a water project for which an applicant may receive a loan from the
Account for the Revolving Fund include, without limitation, costs for:

(a) Planning and design;

(b) Construction management, including, without limitation, inspection;

(c) Water project facilities;

(d) Land and rights-of-way or easements that are necessary to complete the water project;

4
LCB Draft of Proposed Regulation R099-14



(e) The preparation of any environmental documents that the Division or any other state or
federal agency requires; fand}

(f) Legal and financial services } ; and

(g) The administration of a water project, including, without limitation, expenses relating
to draws on the loan and the preparation of certified payroll reports.

8. The Division may extend the term of a long-term loan to 30 years under special
conditions for a disadvantaged community.

9. As used in this section:

—b)}} “Domestic use” has the meaning ascribed to it in NRS 534.013.

Kext (b) “Domestic well” means a well that supplies water for domestic use.

Sec. 4. NAC 445A.67566 is hereby amended to read as follows:

445A.67566 1. At least annually, the Division shall solicit from public water systems:

(a) Proposals in the form of preapplications for water projects; and

(b) Written requests, from each applicant whose water project is currently on a priority list, to
be included on the next priority list. If an applicant has prepared an updated estimate of the cost
for the water project, the applicant shall submit the updated estimate of the cost for the water
project with the written request to be included on the next priority list.

2. Ifan applicant whose water project is currently on a priority list fails to submit a written

request to be included on the next priority list pursuant to the provisions of subsection 1, the

water project fwilnot-be-included-en} is subject to exclusion from the next priority list.
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3. After receiving proposals for water projects and written requests to remain on the priority
list pursuant to subsection 1, the Division shall:

(a) Establish eligibility of each water project and applicant to receive financial assistance;

(b) Determine the rank of each water project and request to receive financial assistance on the
priority list in accordance with the provisions of NAC 445A.67567 to 445A.67571, inclusive;
and

(c) Submit the priority list to the Board for Financing Water Projects.

4. If a proposed water project includes multiple phases, the applicant shall file a separate
preapplication for each phase.

5. The preapplication must include, without limitation:

(a) The name, address and telephone number for the applicant or a representative of the
applicant;

(b) A description of the proposed water project that indicates the project shall address
specific public health concerns or problems;

(c) A map showing the location of the service area for the public water system and the water
project;

(d) If an estimate has been prepared by a professional engineer of the total cost of the water
project, a copy of the estimate of the total cost of the water project;

(e) The estimated schedule for completion of the water project;

(f) Evidence of readiness of the applicant to proceed;

(g) The number of service connections currently being served by the public water system of

the applicant;
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(h) An estimate of the size of the population that is currently being served by the public water
system of the applicant;

(1) Any other anticipated sources of funding for the water project from a state or federal
agency or other entity;

(j) The median household income for the community or area that will be served or for the
county in which the water project is located, including, without limitation, the source of that
information,;

(k) The anticipated impact of the costs of the water project to the rates or user charges for
existing customers;

() The anticipated source of revenue to pay the principal and interest on the loan, including,
without limitation, a description of any authorization that may be required to use that revenue for
such a purpose; and

(m) Any additional information necessary to establish the priority rank for the water project.

6. The owner or an authorized representative of the owner or governing or managing body
of a public water system shall sign the preapplication.

7. The Division shall maintain all requests and proposals that an applicant submits pursuant
to this section at the main office. The Division shall make the files available to the public.

Sec. 5. NAC 445A.67569 is hereby amended to read as follows:

445A.67569 1. The Division shall rank water projects using the following criteria:

(a) The Division shall determine whether each water system qualifies as a public water
system pursuant to 42 U.S.C. § 300j-12 to satisfy the requirements set forth therein to receive
loan assistance.

(b) The Division shall place each water project into one of the following four classes:
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(1) A Class I water project is intended to address problems, including, without limitation,
demonstrated illness attributable to the public water system, significant noncompliance, a court-
ordered compliance or acute health concerns related to meeting the water quality requirements of
NAC 445A.453. The Division shall prioritize Class I water projects, giving projects with a
higher score priority over projects with a lower score, according to the total score each receives
for:

(I) Demonstrated illness attributable to the public water system, significant
noncompliance, a court-ordered compliance or acute health concerns related to meeting the water
quality requirements of NAC 445A.453, 5 points;

(IT) Demonstrated or documented noncompliance with the rules governing the
maximum contaminant levels of microbiological contaminants found in 40 C.F.R. § 141.63, 4
points;

(III) Being subject to an order to boil water issued under the authority of the Chief
Medical Officer, 4 points;

(IV) Demonstrated or documented noncompliance with the rules governing the
filtration and disinfection of surface water found in 40 C.F.R. §§ 141.70 to 141.75, inclusive, 3
points;

(V) Demonstrated or documented noncompliance with the rule governing the
maximum contaminant levels of nitrate found in 40 C.F.R. § 141.62(b)(7)-(b)(9), 2 points; and

(VD) Any other factor as provided in the intended use plan established for the year in
which the priority list is developed.

(2) A Class II water project is intended to address chronic health concerns by satisfying

the requirements for water quality set forth in NAC 445A.453 and 445A.455. The Division shall
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prioritize Class II water projects, giving projects with a higher score priority over projects with a
lower score, according to the total score each receives for:

(I) Demonstrated or documented noncompliance with any one of the requirements for
water quality set forth in NAC 445A.453, 10 points each;

(IT) Exceeding any one of the secondary drinking water standards found in NAC
445A.455, 1 point each; or

(IIT) Any other factor as provided in the intended use plan established for the year in
which the priority list is developed.

(3) A Class III water project is intended to address deteriorated, substandard or inadequate
conditions in the public water system. The Division shall prioritize Class III water projects,
giving projects with a higher score priority over projects with a lower score, according to the
total score each project receives for the following types of water projects:

(I) The consolidation of water supplies or facilities to eliminate water supplies that are
contaminated, eliminate facilities that do not meet state regulations, or enable systems through a
physical or management consolidation to comply with technical, managerial and financial
capability requirements, 25 points;

(I) The rehabilitation or replacement of treatment facilities that would improve the
quality of drinking water to avoid noncompliance with NAC 445A.453 and 445A.455, 20 points;

(III) The rehabilitation, replacement or development of production facilities to replace
contaminated sources, 15 points;

(IV) The installation or upgrading of storage facilities associated with finished water

reservoirs and reservoirs that are part of a water treatment facility and located on the property
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where the treatment facility is located to prevent microbiological contaminants from entering the
water system, 10 points;

(V) The installation or replacement of transmission pipes to prevent contamination
caused by leaks or breaks in the pipes or to improve water pressure to satisfy the requirements of
NAC 445A.6672, 8 points;

(VD) The installation or replacement of distribution pipes to prevent contamination
caused by leaks or breaks in the pipes or to improve water pressure to satisfy the requirements of
NAC 445A.6672, 6 points;

(VII) The installation of equipment, facilities or devices to prevent contamination by
backflow or cross-connections and to satisfy the requirements of NAC 445A.67185 to
445A.67255, inclusive, 4 points;

(VIII) The installation of metering, if the metering is intended to satisfy the
requirements of water conservation plans developed to comply with NRS 540.121 to 540.151,
inclusive, 704.662, 704.6622 and 704.6624, 3 points; fand}

(IX) The installation or upgrading of security-related equipment, facilities or devices,
3 points;

(X) The installation of computer control for the water system, 3 points;

(XI) Any work intended to correct any noncompliance by the water system with
applicable state or federal statutes or regulations or facilitate the enforcement of such statutes
or regulations, 3 points; and

(XII) Any other factor as provided in the intended use plan established for the year in

which the priority list is developed.

--10--
LCB Draft of Proposed Regulation R099-14



(4) A Class IV project consists of refinancing any existing debt that was incurred after
July 1, 1993, pursuant to 42 U.S.C. § 300j-12(f)(2).

(c) Regardless of the class in which a water project is placed and in addition to the criteria
applicable to the project pursuant to paragraph (b), a project must be scored in accordance
with the following criteria:

(1) For the water system having mapped its facilities and analyzed risks of failure in the
system, the expected dates for renewing and replacing its facilities and equipment, and the
sources and amounts of money needed to finance the operation, maintenance and capital
expenditures of the system, 1 point.

(2) For the water system having developed a rate structure appropriate to build, operate
and maintain the system, 1 point.

(3) For the water system having specifically allocated money for the rehabilitation and
replacement of aging or deteriorating facilities and equipment, 1 point.

2. The Division shall rank water projects first according to which class the project is in, with
Class I water projects having the highest priority and Class IV water projects having the lowest
priority, and then within the class according to the point total each water project receives
pursuant to the ranking system set forth in subsection 3.

3. Within each class, the water projects will be ranked according to the type of public water
system the project will affect in the following order:

(a) Community public water systems;

(b) Nonprofit, nontransient water systems; and

(c) Nonprofit, transient water systems.
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4. The Division shall not move a water project from one class to another based on the
ranking the water project receives from the total points within each class.

5. The product of the initial rank number of a water project within a class of water projects
and the ratio of the state median household income to the median household income that is
associated with the service area served by the public water system determines the final rank
number associated with the water project within each class.

6. If two or more water projects within the same class have the same final rank number, the
water project that is associated with the service area with the highest population shall be deemed
to be ranked higher within the class.

7. The Division may also provide financial assistance pursuant to NAC 445A.67562 for
planning and engineering to determine causes of problems in the public water system and to
define and carry out solutions. The Division shall prioritize such a project in the order
appropriate to the problem that the water project is intended to solve.

Sec. 6. NAC 445A.67571 is hereby amended to read as follows:

445A.67571 1. After the Division finalizes the priority list and at least H-5} 5 working

days before the meeting of the Board for Financing Water Projects, the Division shall

—+a)-Submit} submit the priority list to the Board HorEinaneing-Water Projeets} for review

and possible approval . |;-and
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—3—Objeetions-to-the} proposed priority list that fare} is not resolved by the Division before

the meeting of the Board for Financing Water Projects may be made orally at the meeting of the
Board. [tor Financing Watcer Projects

Sec. 7. NAC 445A.67573 is hereby amended to read as follows:

445A.67573 1. The Division may bypass a water project on the priority list if it
determines that the water project is not ready to proceed or the applicant for the project:

(a) Withdraws the water project; or

(b)

or
—+e)} Fails to file a letter of intent as required pursuant to NAC 445A.67577 and 445A.67578.

2. Ifthe Division determines that the water project is not ready to proceed, the Division
shall provide notice of its determination to the applicant. After receiving notice, the applicant
must respond to the Division within 30 days.

3. [If the applicant files an objection in the response provided for in subsection 2 that cannot
be resolved by the Division, the Division shall request that the matter be heard at the next
meeting of the Board for Financing Water Projects for hearing and resolution. The Division shall
provide at least 15 days’ notice of the meeting to the affected applicant.

Sec. 8. NAC 445A.67575 is hereby amended to read as follows:

445A.67575 H-} An intended use plan must be prepared by the Division which describes
how all money deposited into the Account for the Revolving Fund and the Account for Set-Aside

Programs will be used. The intended use plan must include a description of:
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K2yt 1. How all money that is made available to the Account for the Revolving Fund and
the Account for Set-Aside Programs will be used, including, without limitation, money from the
following sources:

Bt (a) Capitalization grants; and
K2} (b) State matching funds, including, without limitation, gifts, appropriations,
contributions, grants and bequests of money from any public or private source;

5} 2. How loan repayments will be made;

Kext 3. How interest earnings and bond proceeds will be handled;

Ky} 4. The criteria and method used for the distribution of funds;

ey} 5. The financial status of the program;

5} 6. The short- and long-term goals of the program;

Kel 7. The amounts of money transferred between the Account for the Revolving Fund
and the Account to Finance the Construction of Treatment Works and the Implementation of
Pollution Control Projects created pursuant to NRS 445A.120;

I} 8. Any program for a disadvantaged community and the funds utilized for this type of
assistance;

9t 9. The method employed by the Division to rank water projects on the priority list;

9t 10.  Priority lists for:

KB} (a) If a water project is ready to proceed in the year in which the priority list is
developed, water projects that will receive funding in the first year after the grant award; and
K2} (b) Water projects that are eligible for funding in future years;
o} 11. Procedures for altering the status of water projects on the priority list, including,

without limitation, the addition of water projects addressing emergency situations; and
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Kbt 12. The process used to obtain public review of and comment {ef} on the intended use

plan and a summary of responses to any substantial public comments received.

Sec. 9. NAC 445A.67576 is hereby amended to read as follows:

445A.67576 1. The Division shall conduct a public participation process to obtain public
comment and review before finalizing its intended use plan.

2. Copies of the final intended use plan containing the information set forth in NAC
445A.67575 must be made available in the offices of the Division, or its successor, and fin-the
main-publie library-of each-county-througheut this-State-} posted on the Internet website of the
Division.

Sec. 10. NAC 445A.67577 is hereby amended to read as follows:

445A.67577 H-—Neotlaterthan15-days-after} After the priority list is approved by the
Board for Financing Water Projects pursuant to NAC 445A.67571, {the Divistonshallnotify
- 20 After receiving the notification letter pursuant to subsection 1.} cach applicant [shall file

—fa)Proceed] on the priority list that wishes to proceed with an application for financial

assistance for a proposed water fprojeets:er
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445A-67573 project must file with the Division a letter of intent meeting the requirements of
NAC 445A4.67578.

Sec. 11. NAC 445A.67578 is hereby amended to read as follows:

445A.67578 1. The letter of intent must include:

(a) The name, postal address , electronic mail address and telephone number of each
applicant;

(b) The title or name, the location and a brief description of the proposed water project,
including, without limitation, maps or preliminary plans;

(c) The number of residential service connections with population served and the number of
nonresidential service connections with population served;

(d) A preliminary estimate of the cost of the water project improvement and any additional
costs necessary for financing the water project improvement;

(e) Preliminary environmental information on a form provided by the Division;

(f) A description of future improvements planned by the applicant, if any, that are not part of
the capital improvement for which the application is made;

(g) A brief description of how the water project improvement would make the system comply
with the requirements for public water systems;

(h) A statement that the plan of water conservation adopted pursuant to NRS 540.121 to
540.151, inclusive, or 704.662, 704.6622 and 704.6624 will be, or has been, filed with the
appropriate regulatory body before receipt of the loan;

(1) The anticipated schedule for filing an application;

(j) A request to determine whether the water project is eligible for a categorical exclusion;

(k) Whether the applicant requests a preapplication conference with the Division;
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() Any additional information required by the Division; and

(m) A brief description of any material changes to the water project that were proposed in the
preapplication.

2. The letter of intent must be mailed to the Division of Environmental Protection, Drinking
Water State Revolving Fund.

3. The applicant’s letter of intent to proceed with the proposed water project serves as a
request to the Division to:

(a) If a preapplication conference is requested or determined to be required pursuant to the
provisions of NAC 445A.67579, schedule the preapplication conference; and

(b) Initiate the process of environmental review pursuant to NAC 445A.6758 to 445A.67612,
inclusive.

Sec. 12. NAC 445A.67584 is hereby amended to read as follows:

445A.67584 1. If the Division determines that a water project is eligible for a categorical
exclusion pursuant to NAC 445A.67583, the Division shall provide notice of its intent to grant
the categorical exclusion.

2. The notice that the Division provides pursuant to subsection 1 must be:

(a) Published at least once in a newspaper of general circulation throughout the area affected;

(b) Provided to persons potentially affected by the water project, including, without
limitation, adjacent landowners;

(c) Mailed by the Division to each person included on a mailing list maintained by the
Division;

(d) Provided to appropriate federal and state agencies; and

(e) Submitted to the state clearinghouse for review by other federal and state agencies.
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3. The notice must include:

(a) A description and location of the proposed water project, or proposed action or
determination of the Division;

(b) Reasons supporting the Division’s preliminary determination of eligibility of a water
project for categorical exclusion;

(c) A statement that the Division may grant a categorical exclusion and the process of
environmental review shall be deemed to be complete if no comments that the Division
determines to be significant are received within the time allowed for public comment;

(d) A statement of whether the water project is being funded in whole or in part by federal
funds;

K&} (e) The time that the Division will allow for public comment; and

Kext () The address to which written comments may be sent.

4. The period for public comment concerning the determination that a water project is
eligible for categorical exclusion is 30 days after the Division has provided the notice in the
manner set forth in subsection 2.

Sec. 13. NAC 445A.67589 is hereby amended to read as follows:

445A.67589 1. Ifthe Division determines that it intends to make a finding of no
significant impact for a water project, the Division shall provide notice of its intention using the
procedures for providing notice set forth in subsection 2. The Division shall list in its finding all
mitigation measures the applicant must take.

2. The notice provided pursuant to subsection 1 must be:

(a) Published at least once in a newspaper of general circulation throughout the area affected;
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(b) Provided to persons potentially affected by the water project, including, without
limitation, adjacent landowners;

(c) Mailed by the Division to each person included on a mailing list maintained by the
Division;

(d) Provided to appropriate federal and state agencies; and

(e) Submitted to the state clearinghouse for review by other federal and state agencies.

3. The notice must include:

(a) A description and location of the proposed water project, or proposed action or
determination of the Division;

(b) Reasons supporting the Division’s preliminary finding of no significant impact for the
project;

(c) A statement that the Division may make a finding of no significant impact and the
process of environmental review shall be deemed to be complete if no comments that the
Division determines to be significant are received within the time allowed for public comment;

(d) The time that the Division will allow for public comment; and

K} (e) The address to which written comments may be sent.

4. The period for public comment concerning a finding of no significant impact is 30 days
after the Division has provided notice in the manner set forth in subsection 2.

Sec. 14. NAC 445A.67597 is hereby amended to read as follows:

445A.67597 1. The applicant shall:

(a) Provide {fivel two paper copies and one electronic copy of the draft environmental

impact statement to the Division;
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(b) Provide copies of the draft environmental impact statement to all local, state and federal
agencies and public organizations that have an interest in the proposed water project; and

(c) Make copies of the draft environmental impact statement available for public review.

2. The Division shall provide notice of the availability of the draft environmental impact
statement for review as soon as possible after the Division receives copies of the draft.

3. The notice provided pursuant to subsection 2 must be:

(a) Published at least once in a newspaper of general circulation throughout the area affected;

(b) Provided to persons who are potentially affected by the water project, including, without
limitation, adjacent landowners;

(c) Mailed by the Division to each person included on a mailing list maintained by the
Division for the water project;

(d) Provided to appropriate federal agencies; and

(e) Submitted to the state clearinghouse for review by other federal and state agencies.

4. The notice must include:

(a) A description and location of the proposed water project;

(b) The place at which the draft environmental impact statement may be reviewed,

(c) The time allowed for public comment concerning the draft environmental impact
statement; and

(d) The address to which written comments may be sent.

5. The period for public comment concerning a draft environmental impact statement is 30
days after the Division has provided the notice in the manner set forth in subsection 3.

Sec. 15. NAC 445A.67613 is hereby amended to read as follows:
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445A.67613 1. An applicant may make a formal request for financial assistance from the
Account for the Revolving Fund by filing with the Division an application at any time after the
applicant has filed the letter of intent pursuant to the provisions of NAC {445A-67578-}
445A4.67577.

2. An application for a short-term loan submitted pursuant to NAC 445A.67562 must
include, without limitation:

(a) The name, postal address , electronic mail address and telephone number of the applicant
or a legal representative of the applicant;

(b) A brief description of the proposed water project, including, without limitation, its effect
on the public water system;

(c) A brief description of the need for water project planning, design and other related costs;

(d) The estimated costs for the request;

(e) Information necessary to understand the alternatives to be considered and their
environmental impact;

(f) Information about the financial history and financial projections of the applicant, as
necessary for the Division to determine the creditworthiness of the applicant;

(g) Information necessary for the Division to determine how the loan is to be repaid; and

e (h) Any other information deemed necessary by the Division.

3. An application for a long-term loan submitted pursuant to NAC 445A.67561 must
include, without limitation:

(a) The name, postal address , electronic mail address and telephone number of the applicant

or the legal representative of the applicant.
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(b) A brief description of the proposed water project, including, without limitation, its
anticipated effect on the public water system.

(c) The number of service connections and estimated population currently served by the
applicant.

(d) An estimate of the number of service connections and future population to be served by
the water project for the useful life of the water project.

(e) Maps of appropriate scale to show clearly the location of the proposed water project with
respect to other identifiable topographical or geographical features in the service area of the
public water system.

(f) A complete and legible legal description of the entire area of service for the water project
improvement, including, without limitation, a map showing the layout of the water project with
clear reference to aerial or other maps showing sections and townships.

(g) Proof of ownership, rights-of-way, easements or agreements showing that the applicant
holds or is able to acquire all land, other than public land, or acquire interests therein and any
water rights necessary for the construction of the proposed water project. Copies of deeds to land
to be occupied, records of surveys, easements, agreements or permits to appropriate water
granted pursuant to chapters 533 and 534 of NRS may be used as evidence of ownership.

(h) A description of how the water project complies with planning and zoning requirements.

(1) A copy of the current plan of water conservation adopted by the applicant pursuant to
NRS 540.121 to 540.151, inclusive, or 704.662, 704.6622 and 704.6624, as applicable, and an
analysis of the effectiveness of the plan.

(j) A description of the best available technology for the water project being proposed.
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(k) An itemized estimate of the total cost of the water project that is prepared by a
professional engineer.

(1) Information sufficient to demonstrate, through a systematic and cost-effective analysis of
alternatives that are feasible, that the alternative selected is the most effective means of meeting
the applicable water quality and public health requirements over the design life of the facility.

(m) A preliminary water project schedule that provides a timetable for:

(1) Advertising and opening bids;

(2) The start of the construction phase;

(3) The drawdown of money in the Account for the Revolving Fund;

(4) The estimated schedule of progress payments to the contractor and other costs related
to the drawdown of Hunds} money in the Account for the Revolving Fund;

K4} (5) Completion of the construction phase; and

153 (6) Initiation of the operation of the water project.

costsfor-debtservice-to-support-the loan-will berecovered;} Information necessary for the

Division to determine how the loan is to be repaid, including, without limitation:
(1) A proposed revenue program that demonstrates the cost effect on users of the public
water system, including, without limitation, any connection fees or changes in user charges;
(2) Orders or resolutions specifying the method of loan repayment from the appropriate
governing board, regulatory agency or local governing body having rate jurisdiction;

(3) Contractual loan agreements; or

(4) Any other information {neeessaryfor-the Diviston-to-understand-how-the-applicant
intends-to-repay-theloan-} requested by the Division.
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(o) Estimated costs of future expansion and long-term needs for reconstruction of facilities
following their design life.

(p) A summary of public participation in the development of the proposed water project.

(q) Institutional and management arrangements required for successful implementation of the
water project.

(r) A report on the status of the process of environmental review for the project.

(s) A list of any required permits and a schedule of when those permits will be obtained.

—9} Information about the financial history and financial projections of the applicant, as
necessary for the Division to determine the creditworthiness of the applicant.

(u) Copies of current capital improvement plans and debt management policies as provided
to the Department of Taxation pursuant to chapter 350 of NRS and any applicable regulation.

169+ (v) Security for the loan, if applicable.

2} (w) Evidence that the public water system has the capability to comply with the Safe

Drinking Water Act and NAC 445A.450 to 445A.6731, inclusive.
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4. To ensure a complete application, the applicant shall submit any other information
deemed necessary by the Division.

5. The information required pursuant to paragraph (1) of subsection 3 must include, without
limitation:

(a) A description of how the alternatives listed will meet the water quality and public health
needs, including, without limitation, an estimate of any future growth expected after the water
project becomes operational;

(b) An estimate of how improving the operations, maintenance and efficiency of existing
facilities will improve the performance of the public water system compared to how much the
performance would be improved by constructing new facilities;

(c) A description of any opportunities the water project will provide to reduce the use of
energy or to recover energy;

(d) An estimate of the total capital costs and the annual operation and maintenance costs; and

(e) An estimate of the annual or monthly costs to residential, commercial and industrial users
during the 20 years after completion of the water project.

6. An applicant shall consider the present worth or equivalent annual value of all capital,
operation and maintenance costs when satisfying the requirements of paragraph (1) of subsection
3.

7. The forecasts of population that an applicant provides pursuant to paragraph (1) of
subsection 3 must be consistent with any forecasts of population that the state demographer has
prepared.

8. Asused in this section, “best available technology” means the technology, treatment

technique or procedure that the EPA finds is the most appropriate and most cost-effective for
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solving a particular problem after examining the efficacy of the technology, technique or
procedure under laboratory and field conditions.

Sec. 16. NAC 445A.67619 is hereby amended to read as follows:

445A.67619 The Division shall:

1. Review the completed application and any records and other documents submitted by the
applicant concerning the water project to evaluate whether:

(a) The proposed water project is feasible from an engineering and legal standpoint, is
economically justified and is financially feasible;

(b) There is adequate assurance that the applicant can repay the loan;

(c) The applicant has taken sufficient and reasonable efforts to determine whether the
proposed water project conflicts with any regional master plan of any local, state or federal
governing authority, and those efforts have not revealed such a conflict; and

(d) Ifrevenue bonds are to be issued, the applicant has executed a legally binding statement
not to undertake to commit the State and any other political subdivision or municipality, other
than the applicant, to incur any pecuniary liability in connection with the repayment of the
bonds.

2. Submit the report required pursuant to NAC 445A.67618 to the Board for Financing
Water Projects with a recommendation that the Board:

(a) Approve the commitment of funds requested by the applicant;

(b) Approve the commitment of funds requested by the applicant with conditions; or

(c) Deny the commitment of funds requested by the applicant.

3. Request the Chair of the Board for Financing Water Projects to convene a public

hearing by the Board on the matter.
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Sec. 17. NAC 445A.67621 is hereby amended to read as follows:

445A.67621 1.

before} Before advertising for bids, fan-applicant} a recipient shall submit to the Division a final
set of plans and specifications for the water project.

2. The Division shall examine the plans and specifications to determine whether:

(a) The water project will satisfy the requirements set forth in NAC 445A.453 and 445A.455;
and

(b) The water project will comply with all applicable federal and state requirements.

Sec. 18. NAC 445A.67623 is hereby amended to read as follows:

445A.67623 H-} The applicant and the Administrator may execute a loan contract only

after any conditions to the commitment of financial assistance have been met.

Sec. 19. NAC 445A.67626 is hereby amended to read as follows:

445A.67626 1. A recipient:

(a) May submit to the Division periodic requests for the disbursement of money pursuant to
the loan. Each request must be on a form provided by the Division.

(b) Shall submit to the Division {preef} documentation demonstrating that any prior
disbursements of money pursuant to the loan have been distributed by the recipient in an
appropriate manner. The {preef} documentation must consist of copies of the Hront-and-back-of}
cancelled checks issued by the recipient for the payment of reimbursable costs.

2. The disbursement of any money to a recipient must comply with the loan contract.

-27--
LCB Draft of Proposed Regulation R099-14



3. The approval of each payment must be based on the actual reimbursable costs incurred to
date.

Sec. 20. NAC 445A.67628 is hereby amended to read as follows:

445A.67628 1. The Commission hereby adopts by reference the most current
pronouncements issued by the Governmental Accounting Standards Board, unless a
pronouncement is disapproved by the Commission within 60 days after the date the
pronouncement is published. The Commission will review each pronouncement to ensure its
suitability for this State. A copy of the pronouncements is available at a cost of {$65} $105 from
the Governmental Accounting Standards Board, 401 Merritt 7, P.O. Box 5116, Norwalk,
Connecticut 06856-5116 £} or by telephone at (800) 748-0659 or frree of charge at the Internet

address thttp://store-yahoo-com/gasbpubsieop03-html] https:/www.gasb.org/store.

2. The Commission hereby adopts by reference the pronouncements issued by the Financial

Accounting Standards Board on or before November 30, 1989. If the pronouncements issued by
the Financial Accounting Standards Board on or before November 30, 1989, conflict with the
most current pronouncements issued by the Governmental Accounting Standards Board adopted

by reference pursuant to subsection 1, the pronouncements issued by the Governmental

Accounting Standards Board apply. fA-cepy-of-the pronouncementsis-avatlable-ataecostof

The pronouncements are false} available, free of charge, from the Financial Accounting

Standards Board at the Internet address thttp//www-fasb-erg/st/indexshtml

https://www.fasb.org/store.
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3. A recipient shall maintain separate accounts for water projects in accordance with
generally accepted accounting principles, including, without limitation, those adopted by
reference in subsections 1 and 2.

Sec. 21. NAC 445A.67631 is hereby amended to read as follows:

445A.67631 1. {Therecipient) An applicant shall conduct value engineering if the total
estimated cost of constructing the water project is more than $10,000,000. Any recommendations
derived from the value engineering must be carried out to the extent feasible.

2. Ifthe Division determines that a water project is especially complex, the Division shall
require the freeipient} applicant to submit the project for peer review.

3. Asused in this section:

(a) “Peer review” means a cursory review of the work of the design engineer for a water
project, conducted by a person with equal competence and expertise in that discipline who is
retained by the {reeipient} applicant specifically to provide suggestions or comments which may
enhance the performance of the water project or aid in the operation and maintenance of the
water project; and

(b) “Value engineering” means a specialized technique for controlling costs which uses a
systematic and creative approach to identify and focus on any unnecessary cost to reduce the cost
of a water project without affecting the reliability or efficiency of the water project.

Sec. 22. NAC 445A.67632 is hereby amended to read as follows:

445A.67632 Any system of user charges fimpesed} proposed by {areeipient} an applicant
must:

1. Be designed to produce the money required for the costs of operation, maintenance and

replacement of the water project and public water system;
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2. Provide that each user or class of users shall pay its proportionate share of the costs of
operation, maintenance and replacement of the water project and public water system; and

3. Include an adequate system of financial management that will account accurately for
revenues generated by the system and expenditures for operation, maintenance and replacement
based on an adequate budget identifying the basis for determining the annual cost of operation
and maintenance, including, without limitation, the cost of personnel, equipment, services,
supplies, energy and administration, and replacement of facilities that have exceeded their useful
life.

Sec. 23. NAC 445A.67633 is hereby amended to read as follows:

445A.67633 1. If fitbecomes} the Division determines that it is necessary for fa
reeipient} an applicant to impose a separate rate structure to repay a loan for a water project, the
freetpient-may-impeose} applicant shall:

(a) Adopt a resolution or take such other action as is required to impose its system of user
charges , contingent upon the commitment of money requested by the applicant; and

(b) Submit to the Division documentation of the adoption of the resolution or other action,
= before the Board for Financing Water Projects takes action on a water project for which the
Division has submitted a recommendation pursuant to NAC 445A.67619.

2. If fareeipientuses} an applicant intends to use an existing rate structure for a public
water system to repay a loan, the freeipient} applicant shall provide the appropriate
documentation fo the Division to verify that the use of the existing rate structure will generate
enough income to enable the {reeipient} applicant to repay the loan.

Sec. 24. NAC 445A.67637 is hereby amended to read as follows:
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445A.67637 A recipient shall ensure that, if his or her contractor for a water project awards
any subcontracts relating to the water project, the contractor takes affirmative steps to ensure that
disadvantaged businesses are used to the extent possible as sources of supplies, equipment,
construction and services. These affirmative steps must include:

1. Including such businesses on solicitation lists;

2. Ensuring that such businesses are solicited if they are potential sources;

3. Dividing total requirements, if economically feasible, into small tasks or quantities to
permit maximum participation by disadvantaged businesses;

4. Establishing a schedule for the delivery of a requirement, if the requirement permits, to
allow maximum participation by disadvantaged businesses;

5. Using the

be-subeentracted:} list of vendors certified through the federal Disadvantaged Business

Enterprise Program, as maintained by the Department of Transportation, or an equivalent list
of such vendors; and

6. Ensuring that all subcontractors for the water project comply with the provisions of
subsections 1 to 5, inclusive.

Sec. 25. NAC 445A.67639 is hereby amended to read as follows:

445A.67639 The Division may conduct oversight inspections during the construction of a
water project |—The-primary-purpese-of-any-suchinspection-must-be} to ascertain that the
recipient is constructing the fwater} project according to the approved plans and specifications
and applicable contract requirements. Haspeetions-must-be-conducted-as-they-are-deemed
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Sec. 26. NAC 445A.6762 and 445A.67625 are hereby repealed.

TEXT OF REPEALED SECTIONS

445A.6762 Notification of action taken regarding recommendations. The Division shall
notify the applicant in writing no later than 15 days after it receives notice of the action taken by
the Board for Financing Water Projects regarding the recommendations submitted pursuant to
subsection 2 of NAC 445A.67619. The notification must include a copy of the written order of
the Board.
445A.67625 Provision of certain documentation and reports to Division during
construction of water project. During the construction of a water project, a recipient shall
provide to the Division:
1. Such documentation as the Division deems necessary to determine compliance with the
loan contract; and
2. Monthly reports regarding the progress of the construction of the water project, each of
which must:
(a) Include a current budget for the completion of the water project which accurately reflects:
(1) Any costs incurred up to the date of the report;
(2) The anticipated costs to complete the water project; and

(3) The status of available funding;
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(b) Identify each major change to any schedule for the water project and describe each reason
for that change; and
(c) Be accompanied by copies of any change orders affecting the scope or cost of any

components of the water project.
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