ADOPTED REGULATION OF THE
DIRECTOR OF THE OFFICE OF ENERGY
L CB File No. R063-11

Effective February 15, 2012

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

AUTHORITY: 881-3 and 7-15, NRS 701.595; 8§84-6, NRS 701.590 and 701.595.

A REGULATION relating to energy; revising provisions relating to the administration of the
Account for Renewable Energy, Energy Efficiency and Energy Conservation Loans;
revising the scope of projects for which loans from the Account may be made; revising
certain provisions relating to applications for loans from the Account; and providing
other matters properly relating thereto.

Section 1. Chapter 701 of NAC is hereby amended by adding thereto the provisions set
forth as sections 2 to 6, inclusive, of this regulation.

Sec. 2. “Energy conservation project” hasthe meaning ascribed to it in NRS 701.557.

Sec. 3. “Energy efficiency project” hasthe meaning ascribed to it in NRS 701.558.

Sec. 4. “Larger energy conservation project” means an energy conservation project
which:

1. Isfor afacility which is 50,000 square feet or more;

2. Hasatotal project cost of $120,000 or more; and

3. Significantly improves the energy conservation within the facility.

Sec. 5. “Larger energy efficiency project” means an energy efficiency project which:

1. Isfor afacility which is 50,000 square feet or more;

2. Hasatotal project cost of $120,000 or more; and

3. Significantly improves the energy efficiency of the facility.
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Sec. 6. “Larger renewable energy system” means a renewable energy system that hasa
generating capacity greater than 1 megawatt.

Sec. 7. NAC 701.640 is hereby amended to read as follows:

701.640 “Project” means ftheplanning,-desigh-and] :

1. Theconstruction or expansion of arenewable energy system.

2. Theconstruction of an energy conservation project.

3. Theconstruction of an energy efficiency project.

4. The manufacturing of components of a renewable energy system.

Sec. 8. NAC 701.660 is hereby amended to read as follows:

701.660

Aet-thel The purpose of the Account is to provide below-market-rate financing, at an interest
rate not to exceed 3 percent, to qualified applicants for projects fthat-develop-or-expand
renewable-energy-systems-ta-this State] which comply with the requirements of the American
Recovery and Reinvestment Act and which meet the qualifications set forth in NRS 701.545 to
701.595, inclusive, and NAC 701.600 to 701.700, inclusive, and sections 2 to 6, inclusive, of
thisregulation.

Sec. 9. NAC 701.670 is hereby amended to read as follows:

701.670 1. Except asotherwise provided in this section, the ffeHewingpersenst owner or

operator of a project may apply for fteans} a loan from the Account . |-

2. Tobeédigiblefor financing from the Account, the owner or operator of a project must =
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-+ submit a complete

application to the Director and the Director must determine that the applicant is qualified to
receive financing from the Account.

3. Thefollowing fprejectsand} activities are not eligible for financing from the Account:

(@) Research or general planning;

(b) Refinancing of existing debt;

(c) Purchase of land or water rights; or

(d) Operation and maintenance.

Sec. 10. NAC 701.675 is hereby amended to read as follows:

701.675 1. The Director will solicit applications for the financing of frenewable-energy}
projects. The solicitations will be made available to interested parties and posted on the Internet
website of the Office of Energy at http://ener gy.state.nv.us. The solicitations a4t may specify
the amount of financing available fand-may-speciy-an} , the allocation of financing to categories
of applicants, such as natural persons, schools, public entities and small businesses [—Fhe
seheitationswitl-specify} , and the minimum and maximum amounts of individual loans within
each category.

2. Each application for financing through the Account must be submitted on aform
prescribed by the Director and must include:

(& The name, address and telephone number of the applicant or the legal representative of

the applicant.
(b) A narrative description of the proposed project . [+retudingwitheutHmitationa
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(c) Anestimate of the time required to recover the project cost . ffrom-energy-cost-savings+t
I — | acing d  fossil fuels]

(d) An estimate of the amount of reduction in emission of greenhouse gases [-+-theprojectis
replacing-the use-of-fossiHuels] as a result of the project.

(e) An estimate of the number of jobs that will be created or retained as a result of the project.

(f) Maps of appropriate scale to show clearly the location of the proposed project with respect
to other identifiable topographical or geographical featuresin the area of the project.

(g9) A complete and legible legal description of the location of the project {} , including the
assessor’ s parcel number.

(h) 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 project.

(i) A description of how the project complies with all applicable planning and zoning
requirements.

() Anitemized estimate of the total cost of the project and the amount of financing
requested. If an estimate of the total cost of the project has been prepared by a professional
fengineer;} the application must include a copy of that estimate.

(k) A statement of any other anticipated sources of funding for the project from this State,
another state, afederal agency , the qualified applicant’s capital or any other fentity-} source.

(1) If the applicant is apublic entity, the median household income for the community or area
that will be served by the project or for the city or county in which the project is located,
including, without limitation, the source of that information.

(m) A preliminary project schedule that [;-as-applicable;} provides atimetable for : fthe:}
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(1) FAdvertisngl The advertising and opening of bids for the project;

(2) fStart-efthe} Each construction phase of the project £}, from planning and
permitting to completion and commencement of operation of the project; and

(3) [Esthmated} The estimated schedule of progress payments to the contractor and other
costs related to the farawdown} disbursement of money . [

4 e ” ool ” ect: and

5) Initiat »” : »” ect ]

(n) Information sufficient to demonstrate the means by which any loan made by the Director
from the Account will be repaid. If the applicant is a public entity, this information must include,
as applicable, orders or resolutions specifying the method of 1oan repayment from the
appropriate governing board, regulatory agency or local governing body and 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 regulations. If the applicant isnot a
public entity, the applicant shall provide:

(1) Annual financia statements for the 3 years immediately preceding the application [}
for each applicant and co-applicant or guarantor, if any;

(2) fAt A reference from a bank, at least three direct credit references |} and
authorization for the Director to access and use personal and commercial credit reportsin the
loan decision process;

(3) Any necessary legal documents; and

(4) Any other information required by the Director to demonstrate the means by which the

applicant intends to repay the loan.
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(o) Institutional , fard} management and contractual arrangements required for successful
implementation of the project.

(p) A report on the status of the process of environmental review for the project, if applicable.

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

(r) Security , collateral or information concerning any co-applicant or guarantor for the
loan, as required by the Director.

(s) A copy of the articles of incorporation or organizational documents of the applicant, a
certificate of good standing provided by the Secretary of State, a copy of the contractor’s
license of any contractor who will perform any work on the project and proof of general
liability, workers compensation and course of construction insurance maintained by the
applicant.

(t) Any other information the Director determines is necessary.

Sec. 11. NAC 701.680 is hereby amended to read as follows:

701.680 1. The Director will review each application submitted pursuant to NAC 701.675
for completeness. An application that isincomplete will be returned to the applicant and may be

resubmitted . fwi

appheant} The Director will deny an application if the Director determines that:

(&) The project or applicant does not meet the eligibility requirements set forth in NAC
701.670;
(b) The project is not feasible;

(c) The applicant is unable to provide necessary collateral to secure the loan; fer}
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(d) The applicant lacks the technical, managerial or financia capability to carry out the
project and repay theloan {} ; or

(e) Theapplicant isunable or unwilling to comply with the requirements, terms or
conditions of theloan or the loan approval process.

2. If the Director denies an application, the Director will provide written notice to the
applicant of the denial of the application and the reason for the denial.

Sec. 12. NAC 701.685 is hereby amended to read as follows:

701.685 1. The Director will evaluate and frank-each-eligible-apphicant-within-each
category-established-by-the Director;} prioritize the applications submitted by qualified

applicants based on the following criteria:

(a) Job creation as aresult of the qualified applicant’s project {+H-theproject-isto-be

relative to the cost of the project;

(b) Renewable energy generation , energy saved, efficiency increased or renewable energy
system components manufactured relative to the cost of the qualified applicant’s project;

(c) Reduction of the use of fossil fuels and the emission of greenhouse gases f;} relative to
the cost of the qualified applicant’s project;

(d) Leveraging of additional financial resources [--and} , the availability of full financing,
the proposed repayment schedule and the reliability of sources of repayment of the loan;

(e) Readiness of the qualified applicant’s project to proceed fand-be-constructed-within
prescribed-timeframes] , the quality of the management of the project and the expected

duration of the project; and
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(f) Loan amount and availability of money from the Account to meet the needs of the
qualified applicant.

2. The Director will fpresenttherankingof-eligibleprojectsto} give preference to larger
energy conservation projects, larger energy efficiency projects and larger renewable energy
systems.

3. TheDirector will request approval from the Interim Finance Committee Horapproval}
to make loans of money from the Account. Upon approval by the Interim Finance Committee,

the Director pw

R} will post a list
of the franking} qualified applicants on the Internet website of the Office of Energy at
http://ener gy.state.nv.us.

Sec. 13. NAC 701.690 is hereby amended to read as follows:

701.690 1. The Director pwitH may offer Hean-agreements} loans according to the

#} priority established by the

Director until money available from the Account is fully committed. [H-the rankings-of-projects

received:} Each loan offer will have an expiration date determined by the Director. If a

qualified applicant who receives a loan offer does not execute the loan documentsto the
satisfaction of the Director before the expiration date of the loan offer, the qualified applicant
may lose his or her opportunity to receive a loan from the Account.

2. [Each} Loanswill be documented according to the unique characteristics of each loan.
Theloan documentsfor each loan agreement must be:

() [Onatermprovided} Prepared by the Director; fand}
(b) Approved by the Attorney General; and
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(c) Executed by all partiesin a form and manner acceptable to the Director before the

Feommencement-of-construction-of-thepreject} Director will make a loan from the Account.

3. Theterm of aloan fagreement} will be determined by the Director but will not exceed 15
years.

4. Theinterest rate for all Heanprefectst loans will be set by the Director, but will not
exceed 3 percent. The Director may offer alower interest rate to aqualified applicant whoisa
public entity if the project is located in a disadvantaged community.

Sec. 14. NAC 701.695 is hereby amended to read as follows:

701.695 Each frecipient-of} qualified applicant who receives aloan from the Account shall:

1. Establish fan-efficiad a dedicated file for the project. The file must contain an adequate
record of all significant actions relating to the project.

2. Establish accounts that accurately and adequately show all amounts of money:

(@) Received asfinancial assistance from the Account;

(b) Received and spent on the project; and

(c) Received asincome from the project.

3. Establish a system of accounting which ensures that the final total costs of the project,
including all direct and indirect costs, are recorded accurately.

4. Establish and maintain such other accounts and records as are required by the Director [te
comphy} and required for compliance with the requirements for reporting established by the

Federal Government.

5. Retain al recordsrelating to the project for at least 3 years after final repayment of

financial assistance has been made or for any longer period required by the Director.
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6. Make any records relating to the project available at any reasonable time for inspection or
copying by any authorized representative of the Director.

Sec. 15. NAC 701.700 is hereby amended to read as follows:

701.700 1. If anauditisrequired by federal law or by an agency of the Federal
Government, or if the Director determines that an audit is necessary to ensure the integrity of the
Account, the Director may require that an audit be performed of ffiranetal} the records relating
to aproject.

2. Any audit required pursuant to this section must be performed at the expense of the
frecipient} qualified applicant by fa-eertitied-public-accountant} an appropriate professional or
expert who isindependent of the frecipient} qualified applicant.

3. A report of the audit must be prepared by the auditor in the form prescribed by the

Director.
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NOTICE OF ADOPTION OF REGULATION
LCB FileNo. R063-11_V6

The Nevada State Office of Energy adopted regulations assigned LCB File No. R063-11 63
which pertain to chapter 701 of the Nevada Administrative Code on January 12, 2012. A Copy of
the regulations as adopted is attached hereto.

INFORMATIONAL STATEMENT

1. A description of how public comment was solicited, a summary of public response,
and an explanation how other interested per sons may obtain a copy of the summary.

Copies of the proposed regulation, notice of workshop and notice of intent to act upon the
regulation were made available at the Nevada State Office of Energy and sent by U.S. mail
and facsimile to all county librariesin Nevada.

A workshop was held on December 12, 2011, and the minutes of that meeting, attached
hereto, contain a summary of the substance of the workshop. On December 12, 2011 the
Nevada State Office of Energy issued a Notice of Intent to Act Upon a Regulation. There
were no comments from interested parties at either the public workshop or the public
hearing and no opposition to the adoption of the regulations.

2.  Thenumber of personswho:
(a) Attended the hearing: January 12, 2012: 4
(b) Testified at the hearing: January 12, 2012: 0
() Submitted written comments. 0

3. A description of how comment was solicited from businesses, a summary of their

response, and an explanation how other interested persons may obtain a copy of the
summary.

Comments were solicited from the affected businesses in the same manner as they were
solicited from the public. There were no responses from businesses.

4. If theregulation was adopted without changing any part of the proposed regulation, a
summary of the reasons for adopting the regulation without change.

Not applicable: Minor changes were made to the proposed regulation in accordance with
SB60 of the 2011 L egislative Session.

5. Theestimated economic effect of the regulation on the business which it isto regulate
and on the public. These must be stated separately, and each case must include:
(@) Both adverse and beneficial effects;
The proposed regulation will enable the Nevada State Office of Energy to solicit and offer
loans to a greater target market. Prior to the adoption of the regulation, only renewable
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10.

energy projects were eligible to receive funding. After adoption, manufacturers of
renewable energy components, energy efficiency projects, and energy conservation projects
will now be €ligible to receive funding from the program resulting in a net beneficial
impact on the public.

(b) Both immediate and long-term effects.

The adoption of the regulation will benefit the public and the construction industry
generally in the near and long-term by increasing availability of low interest funding for the
manufacturing of renewable energy components, construction of renewable energy projects,
energy efficiency project, and energy conservations measures that will offset the applicant’s
electric usage and dependence on fossil fuels.

The estimated cost to the agency for enforcement of the adopted regulation:

The proposed regulations present no significant foreseeable or anticipated cost or decrease
in costs for implementation. As long as the legislature continues to appropriate a portion of
the interest from the revolving loan fund to pay for the program and administrative costs
associated with implementation and enforcement per the terms of the ARRA ACT, there
will be no burden to the State’ s general fund for implementation.

A description of any regulations of other State or governmental agencies which the
regulation overlaps or duplicates and a statement explaining why the duplication or
overlap is necessary. If the regulation overlaps or duplicates a federal regulation, the
name of theregulating federal agency.

The proposed permanent regulations do not appear to overlap or duplicate regulations of
other state or local governmental agencies.

If the regulation includes provisions that are more stringent than a federal regulation
that regulates the same activity, a summary of such provisions.

N/A

If the regulation provides a new fee or increases an existing fee, the total annual
amount the agency expectsto collect and the manner in which the money will be used.

N/A

I's the proposed regulation likely to impose a direct and significant economic burden
upon a small business or directly restrict the formation, operation or expansion of a
small business? What methods did the agency use in determining the impact of the
regulation on a small business?

The Director has determined that the proposed regulation does not impose a direct and
significant economic burden upon a small business or restrict the formation, operation or
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expansion of asmall business. In making this determination the Director considered the fact
that the regulation only applies to the activity of the Nevada State Office of Energy and
imposes no direct requirements on any private businesses other than those who may be the
direct recipient of money from the Fund.

WORKSHOP TO SOLICIT COMMENTS ON PROPOSED REGULATIONS
PURSUANT TO SB 60
MINUTES

Monday, December 12, 2011, 9:00 AM

--13--
Adopted Regulation R063-11



755 North Roop Street, #202
Carson City, NV 89701

Those attending the Workshop included:

Robert Nellis, NSOE
Lorayn Walser, NSOE
Cassandra Joseph, Deputy Attorney General

Robert Nellis, Energy Program Manager for the Nevada State Office of Energy, opened the
meeting by stating the purpose of the Workshop, which was to solicit comments on the adoption
of regulations to implement the provisions of section 1-10 of Senate Bill 60. Copies of the
proposed text were available for review.

Mr. Nellisthen called for public input. There being none, Mr. Nellis stated, “ The Nevada State
Office of Energy will consider any comments provided in the final draft of the amended
regulation. If no comments have been provided the Director for the Nevada State Office of
Energy plans to adopt the amended regulations as written in LCB file No. R063-11.”

The meeting was adjourned at 9:15 am.

Respectfully submitted,

Lorayn Walser
Recording Secretary.
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