L CB File No. R043-06

PROPOSED REGULATION OF THE
PUBLICUTILITIESCOMMISSION OF NEVADA

NOTICE OF INTENT TO AMEND/ADOPT REGULATIONS
AND
NOTICE OF WORKSHOP
AND
NOTICE OF HEARING

The following information is provided pursuant to the requirements of Nevada Revised
Statutes (“NRS”) 233B.0603: On July 27, 2005, the Public Utilities Commission of Nevada
(“Commission”) voted to open an investigation and rulemaking docket regarding the review and
approval of tentative and final subdivision maps and potential modification of the requirements
to obtain a Certificate of Public Convenience and Necessity for Water and Sewer Systems,
pursuant to NRS 278.330-278.3485, NRS 704.6672 and NRS 278.335. The Commission has
designated this matter as Docket No. 05-7049.

The proposed regulation would potentially affect all developers, communities and parties
wishing to develop subdivisions and/or obtain a Certificate of Public Convenience and Necessity
to provide water and/or wastewater utility service.

The methodology used by Staff to measure the adverse or beneficial economic effects on
small business and the public isasimplified Delphi method. Experts review the text of the
proposed regulation and determine the likely impact of the regulation on small businesses and

the public. These experts share their responses with each other and form a consensus view.

Concerning immediate beneficial and adverse effects of the proposed regulation, Staff
cannot quantify the effects of this proposed regulation on small businesses and the public.

At thistime Staff also cannot quantify the long-term beneficial and adverse effects of the
proposed regulation on small businesses and the public.
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The regulations do not over lap or duplicate any federal, state or local regulations. The
regulations do not establish any new fee or increase an existing fee.

NOTICE ISHEREBY GIVEN that the Commission will holdaWORKSHOP on
Thursday, May 4, 2006, 11:00 a.m., at the offices of the Commission, Hearing Room A, 1150
E. William Street, Carson City, Nevada, 89701 and via videoconference to Hearing Room A,
101 Convention Center Drive, Suite 250, Las Vegas, Nevada, 89109, at which time interested
persons may appear and be heard. Thisworkshop may be continued day to day as necessary.
The purpose of this workshop is to receive comments from all interested persons regarding the
review and approval of tentative and final subdivision maps and potential modification of the
requirements to obtain a Certificate of Public Convenience and Necessity for Water and Sewer
Systems.

NOTICE ISALSO HEREBY GIVEN that the Public Utilities Commission of Nevada
(*Commission”) will holdaHEARING on Thursday, May 4, 2006, 11:30 a.m., at the offices
of the Commission, Hearing Room A, 1150 East William Street, Carson City, Nevada 89701 and
viavideoconference to Hearing Room A, 101 Convention Center Drive, Suite 250, Las Vegas,
Nevada, 89109 at which time interested persons may appear and be heard. This hearing may be
continued day to day as necessary. The purpose of this hearing is to receive comments from all
interested persons regarding the review and approval of tentative and final subdivision maps and
potential modification of the requirements to obtain a Certificate of Public Convenience and
Necessity for Water and Sewer Systems.

Persons wishing to comment upon the proposed action of the Commission may appear at
the scheduled public workshop or hearing, or address their comments, data, views, or arguments,

in written form, to the Secretary of the Commission, 1150 East William Street, Carson City,
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Nevada 89701 or 101 Convention Center Drive, Suite 250, Las Vegas, Nevada 89109. Written
submissions must be received by the Commission on or before Friday, April 21, 2006, at 3 pm

A copy of this notice and the proposed regulations will be on file at the State Library,
100 Stewart Street, Carson City, Nevada, for inspection by members of the public during
business hours. Additional copies of the notice and the proposed regulations will be available at
the offices of the Commission, at 1150 East William Street, Carson City, Nevada 89701 or 101
Convention Center Drive, Suite 250, Las Vegas, Nevada 89109; and in all counties in which an
office of the agency is not maintained, at the main public library, for inspection and copying by
members of the public during business hours. This notice and the text of the proposed
regulations are also available in the State of Nevada Register of Administrative Regulations,
which is prepared and published monthly by the Legislative Counsel Bureau pursuant to NRS

233B.0653, and on the Internet at http://www.leg.state.nv.us. Copies of this notice and the

proposed regulations will also be mailed to members of the public upon request. A reasonable
fee may be charged for copiesif it is deemed necessary.

Upon adopting any regulation, the agency, if requested to do so by an interested person,
either before adoption or within 30 days thereafter, will issue a concise statement of the principal
reasons for and against its adoption and incorporate therein its reason for overruling the
consideration urged against its adoption.

This notice has been posted at the county courthouses located in Reno, Carson City,
and Las Vegas.

By the Commission,

CRY STAL JACKSON, Commission Secretary

Dated: Carson City, Nevada

(SEAL)
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L CB File No. R043-06

PROPOSED REGULATION OF THE
PUBLIC UTILITIESCOMMISSION OF NEVADA

EXPLANATION — Matter initalicsis new; matter in brackets femitted-material} is material to be omitted.

AUTHORITY: 881-3, NRS 703.025, 704.185, 704.187 and 704.210; 884-6, NRS 703.025,
704.187 and 704.210.

Section 1. NAC 703.XXX

A tentative subdivision map filed with the Commission, pursuant to NRS 278.335, shall be
simultaneoudly filed with the Staff of the Commission for review.

Sec. 2. NAC 703. XXX

1. Within 15 days of receipt of a tentative subdivision map, pursuant to NRS 278.335, Staff
shall file commentsin writing with the planning commission or the appropriate governing
body consistent with NRS 278.335(5). The commentswill also be filed with the Health
Division of the Department of Human Resources and Division of Water Resources of the
Department of Conservation and Natural Resources. The comments shall:

(a) statethat the proposed tentative subdivision identified in the tentative map is not
subject to NRS 704.6627, or

(b) statethat the proposed tentative subdivision identified in the tentative map is
subject to NRS 704.6627.

2. If the proposed tentative subdivision identified in the tentative map is subject to NRS
704.6627, staff shall make clear in its comments that the applicant for the proposed
subdivision must file with the Commission an application seeking approval of the final
subdivision map and provide the information required by NAC 703.203.

Sec. 3. NAC 703.XXX

The comments filed by Staff, consistent with Section 2 of the proposed regulations, will also be

filed with the Health Division of the Department of Human Resources and the Division of
Water Resources of the Department of Conservation and Natural Resources.

Sec. 4. NAC 703. XXX

The Commission will send written verification of its approval or disapproval of an application

filed pursuant to NAC 703.203 to the Health Division of the Department of Human Resour ces,
consistent with NRS 278.377(1)(a)(2), and the Division of Water Resources of the Department
of Conservation and Natural Resources, consistent with NRS 278.377(1)(b), within 2 business
days of issuance of afinal order in the matter.
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Sec. 5. NAC 703. XXX Amendmentsto certificates of public convenience and necessity by
water and wastewater utilities.

In the case of annexations by existing water and wastewater utilities, in addition to all other
applicable requirements of NAC 703.175, an application must include:

1. Theinformation in NAC 703.190, asit pertains to the service area to be annexed.

2. The anticipated effect, if any, the annexation will have on the utility’ s ability to provide
reasonable and adequate service and facilities to its existing customers.

Sec. 6. NAC 703. XXX Reserves

On February 1st of each year for thefirst five years after obtaining a certificate of public
convenience and necessity, a water or wastewater utility must file an application with the
Commission demonstrating that the utility has maintained an average of 25% of its annual
operating budget in a reserve account for the utility.

Sec. 7. NAC 703.190 Specific requirements for water feermpanies] utilities.
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In the case of awater utility, in addltlon to aII other appllcable requirements of NAC 703.175,
an application must include the following information regarding its technical, managerial,
and financial capability to operate the system in a reliable manner and provide continuous
and adequate service to its customers:

1. To demonstrate technical capability, the applicant must provide:
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(a) Evidencethat thereisa need for a water utility and no other utility iswilling or able to
serve the proposed service area.

(b) Written agreements or statements from property owners, approved subdivision maps
and any other documentation that demonstrates the need for water servicein the area for
which the certificate is requested.

(c) Evidencethat any required construction or operating permit from other State and local
agencies has been obtained and isin effect, or that an application for such a permit has been
submitted to other State and local agencies and the date of its anticipated issuance.

(d) A plan that demonstrates the continuing ability of the utility to meet the needs, relating
to water resources of the entire service area to be served by the utility. In lieu of such a plan,
the utility may provide information which demonstrates that the utility has adequate resources
to meet such needs, including, without limitation:

(1) Copies of all documents evidencing water rights and accompanying maps.

(2) Hydrological data defining the reliability of the source.

(3) Any additional information which is necessary to demonstrate the ability of the
utility to meet such needs.

(e) An estimate of the number of customersto be served in the proposed service area
through thefirst five years of service, and the estimated number of customers at build out of
the proposed service area.

(f) A full description of the proposed water system including the proposed normal
operating and emergency standby water facilities to serve the area for which the certificateis
sought.

(g) If the utility facilitieswill be phased in as customers are added, a description of the
phasing thresholds for each utility facility that will be phased in.

2. To demonstrate managerial capability, the applicant must provide:

(a) An operations and maintenance plan for the proposed water utility, including, but not
limited to:

(1) The contact information for all managers, certified operators, and customer service
representatives of the system;

(2) The normal proceduresfor maintenance used to ensure the proper operation of the
water system; and

(3) A plan describing how worn out utility facilities are to be replaced.

(b) A standard operations procedure for all employee communications not covered by the
proposed tariff;

(c) Atraining protocol for all employees; and

(d) Evidence that the applicant will maintain its books and records consistent with the
system of accounts established by the National Association of Regulatory Utility
Commissioners for water utilities.

3. Todemonstrate financial capability, the applicant must provide:

(&) An explanation of whether and to what extent customerswill directly or indirectly
make contributionsto the costs of the facilities of the proposed water system. The explanation
must include an indication of whether the applicant intends to assess charges for the
extension of any lines and whether the price of lots or unitsin the proposed service area will
reflect the cost of the investment in the proposed system.

(b) Evidence that the proposed revenues from reasonable rates will give the applicant an
opportunity to earn afair return on its investment;
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(c) A statement of the estimated operating revenues and expenses, including taxes and
depreciation, for thefirst 5 years of operation in the proposed service area for each major
class of service. If the applicant anticipates that the system will initially operate at a loss, the
statement must identify the sources of money that will be used to sustain the operation of the
system during that initial period.

(d) A depreciation schedule for the different water treatment facilities,

(e) A method for replacing rate base when the utility facility reaches the end of its service
life; and

(f) Evidence that the applicant has obtained a good and sufficient bond in favor of the
State in an amount and for a period of time acceptable to the Commission to ensure that the
applicant will meet its obligations under its certificate.

(1) A copy of a bond(s) deposited with the federal government or local_government
may be substituted for the one required pursuant to subsection (f).

Sec. 8. NAC 703.195 Specific requirements for fsewer-companiest wastewater utilities.

In the case of afsewer-company} wastewater utility, in addition to al other applicable
requirements of NAC 703.175, an application must include the following information regarding
itstechnical, managerial, and financial capability to operate the system in a reliable manner
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In the case of a wastewater utility, in addition to all other applicable requirements of NAC
703.175, an application must include the following information regarding its technical,
managerial, and financial capability to operate the system in a reliable manner and provide
continuous and adequate service to its customers.

1. To demonstrate technical capability, the applicant must provide:

(a) Evidencethat thereisa need for a wastewater utility and no other utility iswilling or
able to serve the proposed service area.

(b) Written agreements or statements from property owners, approved subdivision maps
and any other documentation that demonstrates the need for wastewater service in the area for
which the certificate is requested.

(c) Evidencethat any required construction or operating permit from other State and local
agencies has been obtained and isin effect, or that an application for such a permit has been
submitted to other State and local agencies and the date of its anticipated issuance.

(d) A plan that demonstrates the continuing ability of the utility to meet the needs, relating
to wastewater treatment and disposal of the entire service area to be served by the utility.

(e) An estimate of the number of customersto be served in the proposed service area
through thefirst five years of service, and the estimated number of customers at build out of
the proposed service area.

(f) A full description of the proposed wastewater system including the proposed normal
operating and emergency standby wastewater facilities to serve the area for which the
certificate is sought.

(g) If the utility facilitieswill be phased in as customers are added, a description of the
phasing thresholds for each utility facility that will be phased in.

2. To demonstrate managerial capability, the applicant must provide:

(a) An operations and maintenance plan for the proposed wastewater utility, including, but
not limited to:

(1) Thecontact information for all managers, certified operators, and customer service
representatives of the system;

(2) Thenormal proceduresfor maintenance used to ensure the proper operation of the
water system; and

(3) A plan describing how worn out utility facilities are to be replaced.

(b) A standard operations procedure for all employee communications not covered by the
proposed tariff;

(c) Atraining protocol for all employees; and

(d) Evidence that the applicant will maintain its books and records consistent with the
system of accounts established by the National Association of Regulatory Utility
Commissionersfor water utilities.

3. Todemonstrate financial capability, the applicant must provide:
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(&) An explanation of whether and to what extent customerswill directly or indirectly
make contributions to the costs of the facilities of the proposed wastewater system. The
explanation must include an indication of whether the applicant intends to assess charges for
the extension of any lines and whether the price of lots or unitsin the proposed service area
will reflect the cost of the investment in the proposed system.

(b) Evidencethat the proposed revenues from reasonable rates will give the applicant an
opportunity to earn afair return on its investment;

(c) A statement of the estimated operating revenues and expenses, including taxes and
depreciation, for thefirst 5 years of operation in the proposed service area for each major
class of service. If the applicant anticipates that the system will initially operate at a loss, the
statement must identify the sources of money that will be used to sustain the operation of the
system during that initial period.

(d) A depreciation schedule for the different wastewater treatment facilities;

(e) A method for replacing rate base when the utility facility reaches the end of its service
life; and

(f) Evidence that the applicant has obtained a good and sufficient bond in favor of the
State in an amount and for a period of time acceptable to the Commission to ensure that the
applicant will meet its obligations under its certificate.

(1) A copy of a bond(s) deposited with the federal government or local government
may be substituted for the one required pursuant to subsection (f).

Sec. 9. NAC 703.203 Requirements for new subdivision or other development.

An application for approval of a frew} final subdivision map fer-etherdevelopment-oftand}
furnished to the Commission as required by NRS 704.6672 must include the following

information in the application or as exhibits attached thereto:
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1. Evidence that the applicant has filed an application with the commission for a certificate
of public convenience and necessity.

2. Inlieu of an application for a certificate of public convenience and necessity, evidence
that the applicant will have the technical, managerial, and financial capability to operate the
water and/or wastewater system in a reliable manner and provide continuous and adequate
service to its customers.

3. To demonstrate technical capability, the applicant must provide:

(@) Evidencethat thereisaneed for a water and/or wastewater service and no other utility
iswilling or able to serve the proposed service area.

(d) A plan that demonstrates the continuing ability of the applicant to meet the needs,
relating to water resources and/or wastewater treatment and disposal, of the entire service area
to be served by the applicant. For water resources, in lieu of such a plan, the applicant may
provide information which demonstrates that the applicant has adequate resources to meet
such needs, including, without limitation:

(1) Copies of all documents evidencing water rights and accompanying maps.

(2) Hydrological data defining the reliability of the source.

(3) Any additional information which is necessary to demonstrate the ability of the
applicant to meet such needs.

(e) An estimate of the number of customersto be served in the proposed service area
through thefirst five years of service, and the estimated number of customers at build out of
the proposed service area.

(f) A full description of the proposed water and/or wastewater system including the
proposed normal operating and emergency standby water and/or wastewater facilities to serve
the area for which the certificate is sought.

(g) If theapplicant’sfacilitieswill be phased in as customers are added, a description of
the phasing thresholds for each facility that will be phased in.

4. To demonstrate managerial capability, the applicant must provide:

(a) An operations and maintenance plan for the proposed water and/or wastewater system,
including, but not limited to:

(1) The contact information for all managers, certified operators, and customer service
representatives of the system;
(2) The normal procedures for maintenance used to ensure the proper operation of the
water system; and
(3) A plan describing how worn out facilities are to be replaced.
(b) A standard operations procedure for all employee communications;
(c) A training protocol for all employees; and
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(d) Evidencethat the applicant will maintain its books and records consistent with the
system of accounts established by the National Association of Regulatory Utility
Commissionersfor water and/or wastewater utilities.

5. Todemonstrate financial capability, the applicant must provide:

(&) An explanation of whether and to what extent customerswill directly or indirectly
make contributions to the costs of the facilities of the proposed water system. The explanation
must include an indication of whether the applicant intends to assess charges for the
extension of any lines and whether the price of lots or unitsin the proposed service area will
reflect the cost of the investment in the proposed system.

(b) Evidencethat the proposed revenues from reasonable rates will give the applicant an
opportunity to earn a fair return on its investment;

(c) A statement of the estimated operating revenues and expenses, including taxes and
depreciation, for thefirst 5 years of operation in the proposed service area for each major
class of service. If the applicant anticipates that the system will initially operate at a loss, the
statement must identify the sources of money that will be used to sustain the operation of the
system during that initial period.

(d) A depreciation schedulefor the different water and/or wastewater treatment facilities;

(e) A method for replacing rate base when the facility reaches the end of its servicelife;
and

(f) Evidence that the applicant has obtained a good and sufficient bond in favor of the
State in an amount and for a period of time acceptable to the Commission to ensure that the
applicant will meet its obligations under its certificate.

(1) A copy of a bond(s) deposited with the federal government or local government
may be substituted for the one required pursuant to subsection (f).
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