PROPOSED REGULATION OF THE
PUBLIC UTILITIESCOMMISSION OF NEVADA
L CB File No. R043-06

April 27, 2006

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

AUTHORITY': 881 and 4-8, NRS 703.025; 882, 3 and 9, NRS 703.025 and 704.6672.

A REGULATION relating to public utilities; revising provisions governing the review and
approval of tentative and final maps for a subdivision; revising provisions governing
certificates of public convenience and necessity; and providing other matters properly
relating thereto.

Section 1. Chapter 703 of NAC is hereby amended by adding thereto the provisions set
forth as sectionsto 2 to 5, inclusive, of this regulation.

Sec. 2. 1. When acopy of atentative map for a subdivision is submitted to the
Commission pursuant to NRS 278.335, an additional copy of the tentative map must be
simultaneously submitted to the Commission’s staff for review.

2. Inaddition to the written comments required by subsection 5 of NRS 278.335, the
Commission’s staff will, within the period specified therein, also file written comments with:
(&) The planning commission or the governing body described in subsection 5 of NRS

278.335;

(b) The Division of Water Resources of the State Department of Conservation and Natural

Resources; and
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(c) TheDivision of Environmental Protection of the State Department of Conservation and
Natural Resources or the district board of health acting for the Division of Environmental
Protection pursuant to subsection 2 of NRS 278.335.

3. Thewritten comments required by subsection 2 will:

(a) State whether or not the proposed subdivision identified in the tentative map is subject
to the provisions of subsections 1 and 2 of NRS 704.6672; and

(b) If the proposed subdivision is subject to those provisions, notify the applicant for the
proposed subdivision that he must file with the Commission an application for approval of the
final map for the subdivision and provide the information required by NAC 703.203.

Sec. 3. The Commission will send written verification of its approval or disapproval of an
application for approval of the final map for a subdivision that isfiled with the Commission
pursuant to section 2 of thisregulation to the Division of Environmental Protection of the
State Department of Conservation and Natural Resources or the district board of health acting
for the Division pursuant to NRS 278.335, consistent with subparagraph (2) of paragraph (a)
of subsection 1 of NRS 278.377, and with the Division of Water Resources of the State
Department of Conservation and Natural Resources, consistent with paragraph (b) of
subsection 1 of NRS 278.377, within 2 business days after issuance of afinal order in the
matter.

Sec. 4. Inthecaseof an annexation by an existing water or wastewater utility, in
addition to all other applicable requirements of NAC 703.175, an application for a certificate
of public convenience and necessity must include:

1. Theinformation in NAC 703.190, asit pertainsto the service area to be annexed; and
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2. Theanticipated effect, if any, the annexation will have on the ability of the utility to
provide reasonable and adequate service and facilities to its existing customers.

Sec. 5. On February 1 of each year for 5 years after obtaining a certificate of public
convenience and necessity, a water or wastewater utility shall file an application with the
Commission demonstrating that the utility has maintained an average of 25 percent of its
annual operating budget in a reserve account for the utility.

Sec. 6. NAC 703.170 is hereby amended to read as follows:

703.170 The provisions of NAC 703.170 to 703.205, inclusive, and sections 4 and 5 of this
regulation apply to an application by a public utility for a certificate to begin operations as a
public utility or to construct or extend its plant or system in such a manner asto require
certification under NRS {704-336-t6-704-380;} 704.3296 to 704.430, inclusive.

Sec. 7. NAC 703.190 is hereby amended to read as follows:

703.190 [} Inthe case of awater utility, in addition to all applicable requirements of
NAC 703.175, an application for a certificate of public convenience and necessity, or an
application to amend an existing certificate of public convenience and necessity, to provide water

service must include

—b}} thefollowing information regarding its technical, managerial and financial capability
to operate the system in a reliable manner and provide continuous and adequate serviceto its
customers:

1. Todemonstrate 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 areato be served by the utility. In lieu of such aplan, the
utility may provide information which demonstrates that the utility has adequate resources to

meet such needs, including, without limitation:

(1) Copiesof al documents evidencing water rights and accompanying maps.

—5)} (3) Any additional information which is necessary to demonstrate the ability of the

utility to meet such needs.
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—{} (&) An estimate of the number of customersto be served in the proposed service

area through thefirst 5 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 theutility facilitieswill be phased in as customers are added, a description of the
phasing thresholds for each utility facility that will be phased in.

2. Todemonstrate managerial capability, the applicant must provide:

(&) An operations and maintenance plan for the proposed water utility, including, without

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

(2) The normal procedures for maintenance used to ensure the proper operation of the

system {-
— L Thesecore e oo end - and

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

——(6}} (b) A standard operations procedure for all employee communications not covered
by the proposed tariff.

(c) A training protocol for all employees.

(d) Evidencethat 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 customers will directly or indirectly make
contributions to the costs of the facilities of the proposed water fersewer} system. The
explanation must indicate whether the applicant intends to assess charges or has assessed charges
for the extension of any lines and whether the price of lots or units in the fsubdivision} proposed

service area will reflect the cost of the fdeveloper-s} investment in the proposed system.
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(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 water treatment facilities.

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

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

4. A copy of a bond deposited with the Federal Government or local government may be
substituted for the evidence required pursuant to paragraph (f) of subsection 3.

Sec. 8. NAC 703.195 is hereby amended to read as follows:

703.195 Inthe case of afsewercompany;} wastewater utility, in addition to all other
applicable requirements of NAC 703.175, an application for a certificate of public convenience
and necessity must include |
—241} thefollowing information regarding its technical, managerial and financial capability
to operate the system in a reliable manner and provide continuous and adequate serviceto its
customers:

1. Todemonstrate technical capability, the applicant must provide:
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(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.

2} (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 ffor

through thefirst 5

al service, and the estimated

number of customers at build-out of the proposed service area.

(f) A full description of the proposed frermal

treatment-and-storage} wastewater system including the proposed normal operating and

emergency standby wastewater facilitiesto serve the area for which the certificate is sought.
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(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. Todemonstrate managerial capability, the applicant must provide:
(&) An operations and maintenance plan for the proposed wastewater utility, including,
without limitation:
(1) Thecontact 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
system.
(3) [Fheprogram-H-any;-underwhieh} A plan describing how worn out utility facilities

are to be replaced.
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—{H} (b) A standard operations procedure for all employee communications not covered by

the proposed tariff.

(c) Atraining protocol for all employees.

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

3. Todemonstrate financial capability, the applicant must provide:

(&) Anexplanation of whether and to what extent customers will directly or indirectly make
contributions to the costs of the facilities of the proposed fwater-or-sewer} 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 units in the fsubdivisien} proposed
service area will reflect the cost of the fdeveloper-s} 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.
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(e) A method for replacing rate base when the utility facility reaches the end of its service
life.

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

4. A copy of a bond deposited with the Federal Government or local government may be
substituted for the one required pursuant to paragraph (f) of subsection 3.

Sec. 9. NAC 703.203 is hereby amended to read as follows:

703.203 1. Anapplication for approval of a frew-subdivision-or-other-development-of

final map for a subdivision

that was filed with the Commission pursuant to section 2 of this regulation must include the

following information in the application or as exhibits attached thereto:

—31 (a) Evidencethat the applicant hasfiled an application with the Commission for a

certificate of public convenience and necessity; or

(b) 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 or wastewater system in a reliable manner and provide continuous and adequate service
to its customers.

2. Todemonstrate technical capability, the applicant must provide:
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(a) Evidencethat thereisa need for a water or wastewater service and no other utility is
willing or able to serve the proposed service area.

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

(c) A plan that demonstrates the continuing ability of the applicant to meet the needs,
relating to water resources, of the entire service area to be served by the applicant or in lieu of
such a plan, an applicant may provide information which demonstrates that the applicant has

adequate resources to meet such needs, including, without limitation:

(1) Copiesof all documents evidencing water rights and accompanying maps . fand-the
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—151} (3) Any additional information which is necessary to demonstrate the ability of the

applicant to meet such needs.

(d) An estimate of the number of customersto be served in the proposed service area
through thefirst 5 years of service, and the estimated number of customers at build-out of the
proposed service area.

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

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

3. Todemonstrate managerial capability, the applicant must provide:

(&) An operations and maintenance plan for the proposed water or wastewater system,

including, without limitation:
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(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
system; and

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

(b) A standard operations procedure for all employee communications.

(c) Atraining protocol for all employees.

(d) Evidencethat 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 or wastewater utilities.

4. Todemonstrate financial capability, the applicant must provide:

(&) Anexplanation of whether and to what extent customers will directly or indirectly make
contributions to the costs of the facilities of the proposed faater-or-sewer} 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 units in the fsubdivision} proposed service
area will reflect the cost of the [developer st 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.
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(d) A depreciation schedule for the different water or wastewater treatment facilities.

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

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

5. A copy of a bond deposited with the Federal Government or local government may be

substituted for the one required pursuant to paragraph (f) of subsection 4.
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