L CB File No. R150-06

PROPOSED REGULATION OF THE
PUBLIC UTILITIESCOMMISSION OF NEVADA

BEFORE THE PUBLIC UTILITIESCOMMISSION OF NEVADA

Rulemaking to adopt, amend or repeal regulations )
regarding natural gas resource planning. ) Docket No. 06-06017
)

NOTICE OF INTENT TO AMEND/ADOPT/REPEAL REGULATIONS,
AND NOTICE OF HEARING

Pursuant to the Nevada Administrative Procedure, Nevada Revised Statutes ("NRS")
233B.010 et seq., including but not limited to NRS 233B.060, .0603, .061 and .063, NOTICE IS
HEREBY GIVEN that the Public Utilities Commission of Nevada ("Commission") has opened
this rulemaking docket in order to adopt, amend, or repeal Commission regulations regarding
natural gas resource planning. This Rulemaking has been designated by the Commission as
Docket No. 06-06017.

NOTICE ISHEREBY GIVEN that the Commission will hold aHEARING

Wednesday, November 29, 2006
11:30 am.

Hearing Room A

Public Utilities Commission of Nevada
1150 E. William Street

Carson City, Nevada 89701

The hearing may continue from day to day as necessary. The Commission may hear comments
from interested persons regarding the proposed regulations. The Commission may also consider
other issues related to the provisions of Chapter 233B, 703 and 704 of NRS and the Nevada
Administrative Code (NAC”), aswell as make decisions on procedural issues raised at the
hearing. The Commission may also take any such other actions as it deems appropriate under
the circumstances.
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The following information is provided pursuant to the requirements of NRS 233B.0603:

On June 9, 2006, pursuant to the Commission’s Order in Docket No. 05-5015, the
Commission’s Regulatory Operations Staff (“ Staff”) submitted to the Commission proposed
regulations for natural gas resource planning.

The Commission believes that review of its natural gas resource planning regulations,
NAC 704.953 through 704.969, is necessary so that they conform to the authorizing statute, NRS
704.991.

The methodology used by Staff of the Commission to determine the impact of proposed
regulations on small businessesis called the Delphi Method. This Delphi Method is a systematic
interactive forecasting method based on independent inputs of selected Staff experts who form a
consensus opinion as to the likely impact of the regulation on small businesses and the public.

The proposed regulations potentially affect all entities that offer or will offer natural gas
service, as well as the customers of such entities. At thistime, the Commission cannot quantify
either the adverse or beneficial economic effects on the entities affected by the regulation or the
public, either immediate or long-term, which may result from the regulation.

The Commission at thistime isunsure if there will be any increased costs associated with
enforcement of these proposed regulations. These regulations do not overlap or duplicate any
federal, state, or local regulations, nor do they establish any new fee or increase an existing fee.

Pursuant to NRS 233B.061(1), persons wishing to comment upon the proposed action of
the Commission may appear at the scheduled public workshop and/or address their comments,
data, views, or arguments, in written form, to the Secretary of the Commission, 1150 East
William Street, Carson City, Nevada 89701 or 101 Convention Center Drive, Suite 250, Las

Vegas, Nevada 89109. Written submissions to be discussed at the hearing must be received by
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the Commission on or before Thursday, November 16, 2006. If no person who is directly

affected by the proposed action appears to request time to make an oral presentation, the
Commission may proceed immediately to act upon any written submissions.

A copy of this notice and the attached 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 al 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 Legidative 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 adoption of 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

LasVegas.
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L CB File No. R150-06

PROPOSED REGULATION OF THE
PUBLIC UTILITIESCOMMISSION OF NEVADA

RESOURCE PLANNING BY CERTAIN NATURAL GASUTILITIES

NAC 704.953 Definitions. Asused in NAC 704.953 to 704.973, inclusive, unless the context
otherwise requires, the words and terms defined in NAC 704.9535 to 704.9605, inclusive, have

the meanings ascribed to them in those sections.

NAC 704.954 “Conservation” defined. “Conservation” means an increase of efficiency in

the production or use of energy which results in areduction in the consumption of natural gas.

NAC 704.9545 “Demand” defined. “Demand” means the rate at which natural gasis
delivered to or by a system, apart of a system, or a piece of equipment, expressed in therms or

other suitable units, at a given instant or averaged over any designated period.

NAC 704.955 “Firm supply of gas’ defined. “Firm supply of gas’ means natural gas
which isintended to be available at all times during the period covered by a commitment unless

the supply isinterrupted by uncontrollable forces.

] NAC 704.9555 “Forecast of base growth” defined. “Forecast of base growth” means a
forecast of the load on a utility’ s system based on normal weather conditions and the most likely
set of future conditions or forces which would have an effect on that load, including, but not

limited to, conservation induced by price, conservation resulting from laws and regulations and
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governmental programs, and conservation resulting from existing programs sponsored by

utilities.

NAC 704.957 “Load management” defined. “Load management” means a deliberate

reshaping of the customers' patterns of use in order to shift the time of use of natural gas and

reduce its consumption during the period of the utility’s peak load.

NAC 704.9575 “Major facilitiesfor the supply of gas’ defined. “Major facilities for the
supply of gas’ means those facilities for the production, transmission, compression, or storage of
natural gas, or acombination of such facilities or substitutes for such facilities, that are required
to meet the demand imposed upon a utility’ s system. The term includes major additions or
modifications to the distribution system which are planned to maintain adequate capacity and the
cost of which exceeds [$5;000,000}$10,000,000.

NAC 704.958 “Normal weather conditions’ defined. “Normal weather conditions’ means

the average weather conditions for the previous 30 years or another period, if justified.

NAC 704.9585 [“Plan”} “Informational Report” defined. [“Pan™} “ Informational
Report” or “ Report” means the fplan} Report which a utility isrequired by NRS 704.991 to

submit to the Commission on an annual basis.
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NAC 704.959 *“ Storagefacilities” defined. “Storage facilities” means facilities for storing
gas for the primary purpose of balancing loads or shaving peak loads, or both.

NAC 704.9595 *“ Substantially accurate data” defined. “ Substantially accurate data”
means data:

1. Which a utility demonstrates has been gathered from the best sources of information
availabletoit; or

2. Whose validity isinherently uncertain but whose use does not substantially contribute to
therisk of incorrect conclusions.

NAC 704.960 “Unaccounted for gas’ defined. “Unaccounted for gas’ means the
difference between the total amount of gas delivered to a utility and the total amount of gas
which isused, sold, or delivered to other entities by the utility.

NAC 704.9605 “Weather at maximum design conditions’ defined. “Weather at
maximum design conditions” means the coldest day on record for the previous 30 years or

another period, if justified.

“Gas Year” defined. “ Gas Year” meansthe yearly period used by the utility in its planning

process. The period may be a one year period beginning November 1 and ending October 31

of the subsequent calendar year, or another yearly period used by the utility.

“Forecast period”_defined. “Forecast period” means the three gas year period beginning with

the gas year in which the Report isfiled.

“Sources of gas’ defined. “ Sources of gas’ meansthe physical locations or regions where gas

will be acquired or exchanged.

“ Report submitted for approval” defined. “ Report submitted for approval” means a report

which has been submitted under this section for approval by the Commission.
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NAC 704.961 Schedulefor submission of fptanst nformational Report.
Each utility shall submit an annual Report with the utility’ s deferred energy account

adjustment filing. Utilities may submit status updates on their Report if the utility believes

conditions warrant an update. fitsplanpursuant-te-the follewing-schedule:

NAC 704.9615 {Summary-ofplan] Contents of Informational Report.
The Report must include:

—@)}}1. A brief introduction, addressed to members of the general public, describing the

utility, itsfacilities, and the purpose of the fptan;}Report.
HbY2. FFhef}Forecasts of salesvolumes and peak demands.fbasegrowth-forthe-next-10
VEeHs.
—(€}}3. Projectionsof pricetrendsfor natural gas.
4. A summary fef-the plan-toreduece-consumption-and-demand;} that listfingls each

conservation and load management program, the program’ s fand-Hs-effectivenessn-terms-of}
costfs} and the forecasted reduction in the utility’ sload fef-demand} and the contribution of each

program to the sales volume and demand forecasts during the {-t-hl—S]- forecast period.f;

—(e}}5. A summary
showing each planned addition in excess of $10,000,000 to the system for the forecast period

Frext-10-years} with its anticipated capacity, cost, and date of fbeginntnagl initial servicef;
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—(e}}6. A summary showing how the utility intends to acquire its fef-the-plan-to-acquire
adequate} supplies of gas to meet forecasted requirements, including strategies associated with

the supplies of gasfor the forecast period.f;

—(g}}7. Any other information useful in presenting fte-members-of-the-general-public} a
comprehensive summary of the utility’ s plansfane-its-expected-development}

NAC 704.963 Map of area covered by the Informational Report. fplan-}
Each utility shall provide a suitable map or maps to show existing and planned major

transmission and storage facilities and sources of natural gasfthe-areas-cevered-by-isplant.
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NAC 704.964 Price pfR}rojections fef-futurepricest.
1. The ReportfA-ptan} must contain a projection of the future price of naturalfpurchased}

gasfor each of the supply basins from which the utility purchases gas for each month of the
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forecast periodiand-decumentationfor-thatprojectiont. The Report will explain the sources
and methods used to develop that projection.

2. If aprojection of anational service or a published forecast is adjusted on the basis of

factors specific to a utility, the adjustment must be explained.

NAC 704.9645 Forecasts of salesf-transpertation} volumes and peak demands.
1. A utility shall include in its Reportfplan} forecasts of sales fand-transpertation} volumes
under normal weather conditions for each month of the forecast period. The Report shall

include the annual peak demand under weather at maximum design conditions.faned-ferecasts

2. Theforecasted volumes and demands will incorporate an estimate of unaccounted for

gas.
3. To prepare fand-repert} the required forecasts, a utility shall:

(a) Use substantially accurate data, incorporating to the extent necessary data available from
other utilities, state, and federal agencies, county agencies, universities, and other public or
private sources,

(b) Use recognized and generally accepted forecasting methods considering the availability of
data;

(c) Cite the source of demographic and economic projections upon which it relies and
document the procedure by which the projections were incorporated into its forecasts; and

(d) If any national forecasts are adjusted by using local or regional variables, explain those

adjustments.
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1. The ReportfA-ptan} must incl ude{aness%men%eﬂnethedsiepeensenmnihe
assessment-must-consist-of} alist of conservation and load management frmeasdres-and}
programs fwhieh} the utility currently employs and the fdetermineste-betechnically-feasible:

‘ S+ ‘ ir} level of fsaving} energy savings

or reducefingltion in demand from each programf;-erbeth}.
2. The ReportfA-ptan} must include an assessment of base conservation which includes the

effects of conservation and |load management. frduced-by-higherprices-and-the-contiuation-of
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NAC 704.966 Inclusion of information regarding planned major facilitiesf;-map-of
acilities: e ati o : .

1. The ReportfA-ptan} must contain alist of al its existing and planned major transmission
and storage facilities for-the supphy-ef-gast which it expects to be constructing, operating, or

utilizing in each year covered by the forecast.

2. The ReportfA-ptan} must contain information on the financial and economic
characteristics of planned major facilities for the supply of gas. The information must include:

(a) The estimated costs of construction, purchases, or acquisition of the rightsto use the
facilities;

(b) The estimated costs of operation by year;

(c) An assessment of the cost and reliability of its existing and planned major facilities for the
supply of gas; and

(d) The criteria used in determining the nature and extent of planned additions to major

facilities for the supply of gas.

—4} A utility shall consider the following options for major facilities for the supplfiesty of
gas.

(@) The expansion of transmission facilities;

(b) The augmentation of compressor stations,

(c) The expansion and acquisition of storage facilities;

(d) Interconnection with other pipelines;

(e) Developing transportation arrangements; and

(f) Improvements in the efficiency of major facilities for the supply of gas.
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NAC 704.9665 Inclusion of criteriafor retirement of facilities.

The Report {A

NAC 704.9675 Discussion of alternative strategies.

The ReportfA-ptan} must include a discussion of the alternative strategies the utility would

pursueif any preferred resource or facility were not available as described in the Reportfplan}.

NAC 704.968 Discussion of the utility’s sources of supply. fSentents-of-plan-for-supphy-of

1. The Report will include a discussion of the utility’s supply of gas. This discussion must
include strategies the utility intends to implement for its [TFheplanfoerthel supply of gas. The
utility’ s strategies should fmust} include a discussion of:

(@) The criteriaused in determining the level and mix of the supply of gas planned,;

(b) The criteria used to select the sources of supply fat-theteasteost};

(c) Hedging strategiesthe utility intends to employ for its supply of natural gas. fA

aalalalWa ala ! aifa’a alaa alidala a aaa’alla Srome and
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(d) A discussion of the procedures for curtailment which will be utilized if the supply or
facilities are inadequate.

2. TheReport must list the existing or planned long-term arrangements for gas supplies,
storage and transportation. Long-term agreements are those agreements that equal or exceed
threeyearsin duration. Such arrangements should include, but are not limited to:

(a) Long-term supply contracts;

(b) Long-term gas hedges;

(c) Production wells or in-ground reserves owned by the utility which are intended to be

used as a source of supply;

(d) Long-term transportation agreements;
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(e) Long-term storage agreements; and

(f) Any other long-term arrangement the utility determines should be considered.

Submission for approval.

The utility, at its sole discretion, may submit to the Commission and seek approval of the

Report.

Estimation of unaccounted for gasin a Report submitted for approval.

1. In a Report submitted for approval, the utility shall state the assumptions used to
estimate unaccounted for gas.

2. The utility’s Report must include an estimate for unaccounted for gas for each year of
the forecast disaggregated by:

(a) The system’ s unaccounted for gas,
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(b) The utility’s own uses; and

(c) Any other unaccounted for gas.

Programs for conservation and load management submitted for approval: Required

assessments and comparisons; contents; implementation.

In a Report submitted for approval where the utility specifically seeks approval of one or more
conservation or load management programs, the utility shall:

1. Include an assessment of methods for conservation. The assessment must consist of a list
of measures and programs which the utility determinesto be technically feasible. The
measures and programs must be ranked according to their level of saving energy or reducing
demand, or both.

2. Include an assessment of the programs and measures to determine which will produce
benefits exceeding costs. The utility shall rank the programs and measures on the basis of
their overall relationship between benefits and costs and identify the measures or groups of
measures whose benefits will exceed their costs. A detailed description of methods used for this
assessment must be included.

3. Include:

(a) A characterization of representative customers by class and type of use;

(b) A schedule of proposed programs for limiting energy and demand, listed according
to the expected savings and reduction in peak demand;

(c) An assessment of the preliminary costs and savings of the proposed measures,
assuming a realistically forecasted level of penetration of the market; and

(d) An assignment of prioritiesto the programs for conservation and load management
based on a detailed analysis of the estimated benefits and costs of each program.

4. |dentify how the utility intends to carry out the recommended programs.

5. Include a detailed description of the method the utility used to determine and compare the

benefits and costs of programs.

Analysis of supply optionsin a Report submitted for approval.

In a Report submitted for approval, the utility shall:
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1. Develop analyses of its options to meet the expected future requirements on its system

for the supply of gas. The optionsto be analyzed, where applicable, must include:

(a) The costs, benefits, and feasibility of purchases of gas or transactions with other
suppliers of gas, producers of gas, other utilities, or other entities,

(b) Production from wells owned by the Utility or the purchase of wells;

(c) Transportation arrangementsin obtaining supplies of gas;

(d) Transmission and storage facilities; and

(e) Any other option the utility determines should be considered.

2. Identify the criteriait hasused or will useto select its options to meet the expected
future demands for gas and explain how any conflicts among criteria have been or will be
resolved.

3. Identify the forecasted amount and cost of gas to be purchased or exchanged from each
source for each year in the period covered by the forecast; and provide a brief description of

the nature of the purchase or exchange.

Analyses of sensitivity for assumptions and estimates in a Report submitted for approval.

In a Report submitted for approval a utility shall conduct appropriate analyses of sensitivity
for combinations of major assumptions and estimates used in its analysis of supply options.
The utility shall include an analysis of the sensitivity to high and low load growth and also

high and low natural gas prices.

Submission of work papersin a Report submitted for approval.

The utility shall file with any Report submitted for approval all work papersthat support any
forecast or analysisin thereport. Thework papers may be provided on computer media or by

paper copy.
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NAC 704.970 Public Hearing on Report.fecomment-onplan—action-by-Commission}
If approval of the Report isrequested by the utility, the Commission may hold a public

hearing on the Report.

1. At ahearing held to review the Reportfaspltan}, any interested person may comment
regarding the contents and adequacy of the Reportfplan}.

2. After the hearing, the Commission will determine whether:

(@) The utility’ s forecasted requirements are based on substantially accurate data and adequate
methods of forecasting.

(b) The utility has adequately considered reasonable, technically feasible programs and
projects for conservation and facilities which are cost-effective, and has selected and carried out,
or plansto carry out, those programs and projectsin atimely and reasonable manner.

(c) The utility hasidentified and carried out, or plans to carry out, reasonable measures to
obtain adequate, reasonably priced supplies of natural gas.

3. Within 120f186} days after a utility hasfiled its Reportfptant, the Commission will issue
an order accepting the Reportfplan} asfiled or specifying portions of the Reportfplan} which it
deems to be inadequate if so requested by the utility. Any program approved by the
Commission pursuant to this section is deemed prudent.
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NAC 704.972 Amendment of the Report.fptan-er-3-yearplan-of-action-}

1. A utility may apply for permission to amend its Reportfplan-er-3-yearplan-ef-action} if:

(@) The utility has determined it is necessary to file an application for a permit to construct a
major facility for the supply of gas pursuant to NRS 704.820 to 704.900, inclusive, which was
not previously approved as part of the utility’s Reportfplant;

(b) The utility has determined it is necessary to make a commitment for the acquisition or
construction of amajor facility for the supply of gaswhich was not previously approved as part
of the utility’ s Reportfptan}; or

(c) The conditions upon which approval of its previous Reportfplan} was based have
significantly changed.

2. The Commission will establish an appropriate procedural schedule to consider each
request to amend the Repor tfa-plan-or-a-3-yearplan-of-action].
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