REVISED PROPOSED REGULATION OF THE
PUBLIC UTILITIESCOMMISSION OF NEVADA
L CB File No. R150-06

November 22, 2006

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

AUTHORITY: 8§81-19, NRS 703.025, 704.210 and 704.991.

A REGULATION relating to utilities; revising certain provisions relating to resource planning
by certain natural gas utilities; establishing procedures for the filing of informational
reports which natural gas utilities are required to submit annually to the Public Utilities
Commission of Nevada; repealing certain provisions relating to the filing of resource
plans by certain natural gas utilities; and providing other matters properly relating
thereto.

Section 1. Chapter 704 of NAC is hereby amended by adding thereto the provisions set
forth as sections 2 to 5, inclusive, of this regulation.

Sec. 2. “Forecast period” meansthe 3 gas-year period beginning with the gas year
immediately following the gas year in which:

1. Theinformational report isfiled; or

2. Theresource plan isfiled.

Sec. 3. “Gasyear” meanstheyearly period used by a utility in its planning process. The
period may be a 1-year period beginning November 1 and ending October 31 of the
subsequent calendar year, or another yearly period determined by the utility.

Sec. 4. “Sourcesof natural gas’ meansthe physical locations or regions where natural

gaswill be acquired or exchanged.
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Sec. 5. If autility filesan informational report as required pursuant to NRS 704.991, the
Commission will issue an order:

1. Accepting theinformational report asfiled; or

2. If theinformational report does not contain the information required pursuant to NRS
704.991 and NAC 704.953 to 704.968, inclusive, and sections 2 to 5, inclusive, of this
regulation specifying which portions of the informational report the Commission deemsto be
inadequate.

Sec. 6. NAC 704.953 is hereby amended to read as follows:

704.953 Asused in NAC 704.953 to [704-973;} 704.968, inclusive, and sections 2 to 5,
inclusive, of thisregulation, unless the context otherwise requires, the words and terms defined
in NAC [704.9535} 704.954 to 704.9605, inclusive, and sections 2, 3 and 4 of thisregulation
have the meanings ascribed to them in those sections.

Sec. 7. NAC 704.9575 is hereby amended to read as follows:

704.9575 “Major facilities for the supply of gas’ means those facilities for the production,
transmission, compression 5} or storage of natural gas, or a combination 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.

Sec. 8. NAC 704.9585 is hereby amended to read as follows:

704.9585 [“Plan”} “Informational report” means the fptan} informational report which a
utility isrequired by NRS 704.991 to submit annually to the Commission.

Sec. 9. NAC 704.961 is hereby amended to read as follows:

704.961 [Each]
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1. Except asotherwise provided in subsection 2, a utility shall annually submit its fpltan

thereafter} informational report to the Commission:

(a) If the utility uses deferred energy accounting, with the filing of the utility’ s adjustment
of its deferred energy account; or

(b) If the utility does not use deferred energy accounting, on any date before the first day
of thefirst gas year of the forecast period.

2. A utility that is subject to the provisions of NRS 704.736 to 704.751, inclusive, may
annually submit itsinformational report to the Commission with the utility’ s energy supply
plan or annual evaluation submitted pursuant to NAC 704.9482.

3. A utility may submit updates on the status of itsinformational report if the utility
believes that conditions warrant an update.

Sec. 10. NAC 704.9615 is hereby amended to read as follows:

704.9615 [—A-ptan} Each informational report must include a comprehensive summary

—=21 of thereport. The summary must include {:
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&4 , without limitation:

1. A brief introduction, addressed to members of the general public, describing the utility,
itsfacilities |5} and the purpose of the fptan;
—b}} informational report;

2. Theforecast of base growth for the frext-10-years;

shewing-each} forecast period,

3. Forecasts of salesvolumes and peak demands,

4. Projectionsof pricetrendsfor natural gas,

5. Alist that includes, without limitation:

(a) Each major facility for the supply of gaswhich has been planned as an addition to the
system for the frext-10-ears} forecast period, with its anticipated capacity, cost f} and date of
tbeginpi -

(e} A summary of the plan to acquire adequate] initial service;

(b) Each program for conservation and load management that the utility has chosen to
implement;

(c) The cost and impact on rates of each program for conservation and load management;
and

(d) Theforecasted reduction in the utility’s load as a result of each program for

conservation and load management;
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6. An explanation of how the utility intends to acquire its supplies of gas to meet

forecasted requirements |

—g)} , including, without limitation, strategies associated with the supplies of gasfor the
forecast period; and

7. Any other information useful in presenting fto-rmembers-of the-general-public] a
comprehensive summary of the futHity-ane-ts-expected-development} utility’ sinformational

report.

Sec. 11. NAC 704.963 is hereby amended to read as follows:

704.963 Each utility shall provide with itsinformational report a suitable map or mapsto
show fthe-areascovered-by-Hspland its existing and planned major facilities for the supply of
gas and sources of natural gas.

Sec. 12. NAC 704.964 is hereby amended to read as follows:

704.964 1. [A-plan} Each informational report must contain a projection of the future

price of -} natural gasfor each of the

supply basins from which the utility purchases gas for each month of the forecast period. The
informational report must explain the sources and methods used to develop the projection of
the future price of natural gas.

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

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

Sec. 13. NAC 704.9645 is hereby amended to read as follows:
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704.9645 1. A utility shall includein its fplanferecastst informational report:

(&) Forecastsof salesfa

capable-of-using-alternative fuels-Hed-ef-natural-gas] volumes under normal weather

conditions for each month of the forecast period; and

(b) Forecasts of the annual peak demand under weather at maximum design conditions.

2. Theforecasts of sales volumes and demands described in subsection 1 must include,
without limitation, an estimate of unaccounted for gas for each month of the forecast period.

3. To prepare fand+epert] the required forecasts, a utility shall:

(@) Usesubstantially accurate data, incorporating to the extent necessary data available from
other utilities, state {5} and federal agencies, county agencies, universities, and other public or
private sources,

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

(c) Citethe 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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Sec. 14. NAC 704.9655 is hereby amended to read as follows:
704.9655 [—A-plan} Each informational report must include fan} , without limitation:
1. Aforecast for base growth;

2. An assessment of base conservation which includes the effects, cost and impact on rates

of each program for conservation and load management frduced-by-higherpricesand-the

implement; and

3. Theleve of [saving} energy savings or freducing-demand;} reduction in demand from

each program for conservation and load management, or both.
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Sec. 15. NAC 704.966 is hereby amended to read as follows:

704966 1. [A-plan} Each informational report must contain alist of al its existing and
planned major facilities for the supply of gas which it expects to be constructing, operating {5} or
utilizing in each gas year feevered-by-theforecast:

—2—A-ptan} of the forecast period.

2. Each informational report must contain information on the financial and economic
characteristics of planned major facilities for the supply of gas. The information must include [}
, Without limitation:

() The estimated costs of construction, purchases [5} or acquisition of the rightsto use the
facilities,;

(b) The estimated costs of operation by gas year;

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

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

facilities for the supply of gas.

—41 A utility shall consider the following options for major fsupphes} facilitiesfor the

supply 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) Improvementsin the efficiency of major facilities for the supply of gas.

Sec. 16. NAC 704.9665 is hereby amended to read as follows:

704.9665 [A-plan} Each informational report must include , without limitation, the criteria
used in setting the dates for the retirement of its major facilities for the supply of gas and the
basis for the criteria.

Sec. 17. NAC 704.9675 is hereby amended to read as follows:

704.9675 [A-plan} Each informational report must include , without limitation, a
discussion of the alternative strategies the utility would pursue if any preferred resource or
facility were not available as described in the fplan-} informational report.

Sec. 18. NAC 704.968 is hereby amended to read as follows:

704968 1. The fplantforthe} informational report must include the utility’s plan for the

supply of gas which must include, without limitation, a discussion of the strategies which the
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utility intends to implement for its supply of gas frmust-aetude:} |, including, without limitation,
a discussion of:

(8 The criteriaused in determining the level and mix of the supply of gas planned;

(b) The criteriaused to select the sources of the supply fat-theteast-cost;

an assessment of the reliability of each of the sources of the supply of gas;

(c) Strategiesfor minimizing the cost, minimizing the retail price volatility and maximizing
the reliability of the gas that the utility intends to employ for its supply of gas; and

(d) fA-diseussion-ef-thel The procedures for curtailment which will be utilized if the supply

or facilities are inadequate.
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-+ informational report must
list each existing and planned long-term arrangement for the supply, storage and
transportation of gas.

3. Asusedin thissection, “long-term arrangement” means an agreement with a duration
of 3 or more years and includes, without limitation:

(a) Supply contracts,

(b) Agreementsfor hedging the price of gas;

(c) Agreementsthat involve production wells or inground reserves owned by the utility
which are intended to be used as a source of supply;

(d) Transportation agreements,

(e) Storage agreements; and

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

Sec. 19. NAC 704.9535, 704.955, 704.956, 704.9565, 704.962, 704.9625, 704.9635,
704.965, 704.967, 704.9685, 704.969, 704.9695, 704.970, 704.9705, 704.971, 704.9715, 704.972

and 704.973 are hereby repeal ed.
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TEXT OF REPEALED SECTIONS

704.9535 *“Coincident demand” defined. (NRS 703.025, 704.210, 704.991) *“Coincident
demand” means a demand which occurs on one subpart of a utility’ s system simultaneously with
a demand which occurs on another subpart of the system or on the total system.

704.955 “Firm supply of gas’ defined. (NRS 703.025, 704.210, 704.991) “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 is interrupted by uncontrollable forces.

704.956 “Forecast of high growth” defined. (NRS 703.025, 704.210, 704.991)

“Forecast of high growth” means aforecast of growth using the same set of future conditions as
the forecast of base growth, adjusted for the weather at maximum design conditions on a utility’s
system and, if appropriate, selected other changes.

704.9565 *“Least cost” defined. (NRS 703.025, 704.210, 704.991) “Least cost” meansa
combination of options which can be reasonably carried out to minimize the net present value of
requirements for future revenue and which are consistent with appropriate regulatory, legal,
financial, environmental, and public considerations and considerations concerning reliability and
safety.

704.962 Technical appendix to plan. (NRS 703.025, 704.210, 704.991)
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1. A plan must include atechnical appendix which shows methods, analyses, assumptions
and data used to prepare the plan. The appendix must contain sufficient detailsto enable a
technically proficient reader to understand how the plan and its forecasts were prepared.

2. The appendix must include:

(@) Citationsto the sources of al significant information used in the plan;

(b) A list of theinformation put into the models which were used in developing the plan, with
an explanation of any modification made to the data;

(c) Thefinal results derived from the models;

(d) Documentation of all models and formulas used, excluding any information limited by
proprietary requirements imposed upon the utility by outside suppliers of the models; and

(e) Such other information asis necessary to enable an informed reader to examine and verify
the adequacy and accuracy of the data, assumptions, and methods used in developing the plan.

704.9625 Periodsto be covered by plan. (NRS 703.025, 704.210, 704.991) The periods
which must be covered by the data submitted in a utility’ s plan are:

1. The 10-year period preceding the year in which the planisfiled; and

2. The 10-year period beginning with the year in which the planisfiled.

704.9635 Submission of historical data. (NRS 703.025, 704.210, 704.991) The
following historical data must be submitted with a plan:

1. Theactua or estimated monthly purchases of natural gas from each specific supplier for
each year in the 10-year period preceding the year in which the planisfiled.

2. Theactual or estimated monthly volume of natural gas delivered during each year of the
10-year period preceding the year in which the plan isfiled. This information must be

disaggregated to the extent possible by:
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(@) Class of customer;

(b) Whether the delivery was firm or interruptible;

(c) Whether the service was asale or for transportation; and

(d) Supplier.

3. A reconciliation of gas purchased, transported, sold, used in compressor stations, lost, or
otherwise unaccounted for, for each month of each year of the 10-year period preceding the year
in which the plan isfiled.

4. Theactual or estimated coincident peak demands experienced on the system during each
month of each year of the 10-year period preceding the year in which the planisfiled. This
information must be reported to the extent possible by class of customer for both sales and
transportation services.

5. The historical datarequired in subsections 2 and 4, adjusted for normal weather
conditions.

6. Theactual or estimated number of customers by class of customer for both sales and
transportation services for each month of each year of the 10-year period preceding the year in
which the plan isfiled.

7. A list of customers who are capable of using alternative fuel, showing the capability asa
percentage of load, and other data available to support aforecast of the impact of potential
changes in usage by customers who are capable of using alternative fuelsin lieu of natural gas.

704.965 Estimation of unaccounted for gas. (NRS 703.025, 704.210, 704.991)

1. A utility shall state the assumptions used to estimate unaccounted for gas.

2. A utility’s plan must include an estimate for unaccounted for gas for each year of the

forecast disaggregated by:
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(@) The system’s unaccounted for gas,

(b) The utility’s own uses; and

(c) Any other unaccounted for gas.

704.967 Consideration of alter native programs and sour ces of supply. (NRS 703.025,
704.210, 704.991)

1. A utility shall treat programs for conservation and load management as resources and
evaluate them in the same manner as other sources of supply.

2. Consideration of alternative programs and sources of supply is adequate if the programs
whose benefits exceed costs are evaluated and ranked according to increasing cost.

704.9685 Threeyear plan of action. (NRS 703.025, 704.210, 704.991)

1. Each plan must include a detailed 3-year plan of action. The 3-year plan of action must
include actions taken by the utility that are related to planning and acquiring resources which are
to occur during the 3 years commencing 240 days after the date the plan isfiled.

2. The 3-year plan of action must include, where appropriate:

(&) A schedule for the acquisition of data;

(b) Schedules of planned activities to develop or refine the data used in forecasting;

(c) A section describing any plans to acquire or devel op additional modeling instruments;

(d) A description of proposed conservation and load management programs;

(e) A schedule for the acquisition and development of the facilities or programs which the
plan indicates will yield benefits exceeding costs and which can be reasonably carried out;

(f) A description of activities the utility will undertake to obtain supplies of natural gas; and

(g) An estimate, for planning purposes, of the total cost of carrying out the 3-year plan of

action. The estimate must include the expected spending level in each of the activities set forth in
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paragraphs (a) to (f), inclusive, and the expected costs for carrying out conservation and load
management, if any.

3. The Commission may approve a utility’s 3-year plan of action only if it determines that
the utility’ s programs are reasonable and prudent and appear to provide benefits exceeding costs.

704.969 Analysesof sensitivity for assumptions and estimates. (NRS 703.025, 704.210,
704.991) A utility shall conduct appropriate analyses of sensitivity for combinations of major
assumptions and estimates used in its plan, including an analysis of the sensitivity to high and
low load growth and of load forecast to prices of gas.

704.9695 Sessionsfor reviewing plan. (NRS 703.025, 704.210, 704.991)

1. A utility may schedule sessions for reviewing a plan and provide an opportunity for
interested persons to:

(@) Learn of the progress made by the utility in developing plans and amendments to plans;

(b) Determine whether fundamental assumptions are being applied in a consistent and
acceptable manner;

(c) Determine whether fundamental results are reasonable; and

(d) Offer suggestions on other matters as appropriate.

2. If the utility, the Consumer’s Advocate, persons employed by the Commission to regulate
utilities which supply natural gas, or any other person participating in the process cannot agree to
schedule sessions for reviewing plans, any of those persons may petition the Commission to
schedule the sessions.

3. The personsinvolved in the sessions shall establish, at the beginning of the sessions, a

procedure to resolve any technical issues which are discussed during the sessions.
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704.970 Public comment on plan; action by Commission. (NRS 703.025, 704.210,
704.991)

1. Atahearing held to review a plan, any interested person may comment regarding the
contents and adequacy of the plan.

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 plans to carry out, those programs and projects in atimely and reasonable manner.

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

3. Within 180 days after a utility hasfiled its plan, the Commission will issue an order
accepting the plan as filed or specifying portions of the plan which it deems to be inadequate.

704.9705 Annual report of supply of gas. Submission; contents. (NRS 703.025, 704.210,
704.991)

1. After the approval of thefirst plan for an affected service area, each utility shall submit
an annual report of the supply of gas for that service area. The report must be submitted to the
Commission on the date the utility’ s annual application for a purchased gas adjustment is filed.
In the interim, the utility shall submit as much of the information required by subsection 2 asis
practical when any annual application for a purchased gas adjustment is filed.

2. Theannual report of the supply of gas must include:
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(8) A report on the status of each facility and each conservation and load management
program in the approved 3-year plan of action;

(b) A detailed report of al bonafide offers for the sale of gas that were considered and
purchases of gas that were made during the 12-month period used for calculating the purchased
gas cost adjustment in the utility’ s annual application for a purchased gas adjustment;

(c) An explanation of the factors considered by the utility in selecting and purchasing
supplies of gas during the period;

(d) Any other information the utility believes will assist in justifying or explaining the
utility’ s acquisition of gas during the period; and

(e) A forecast of the purchases of gas to which the utility has committed itself or projectsit
will make during the 12-month period immediately following the last month for which historical
datais provided pursuant to this section.

704.971 Recovery of cost of developing and implementing plan; recovery of
incremental costs. (NRS 703.025, 704.210, 704.991)

1. Thecost of developing and implementing a plan may be recovered in the same manner as
any other expenditure of the utility. The Commission will consider all prudent and reasonable
costs of trial programs as costs incurred by a utility in developing its plan.

2. A utility may apply to the Commission for rates to recover incremental costs incurred for
beginning the activities required by NAC 704.953 to 704.973, inclusive, up to the time the
utility’ s general rates are next adjusted. The utility shall propose a reasonable amortization
period for the recovery of those costs. The utility’ s application must justify all reasonable and
prudent costs and describe all activities proposed for recovering those costs, using at a minimum

the activities set forth in subsection 2 of NAC 704.9685, and time and cost budgets.
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704.9715 Resource plan; accounting for costs of implementing programs for
conservation and load management; recovery of costs; penalty. (NRS 703.025, 704.210,
704.991)

1. A utility shall demonstrate in its resource plan the projected amount and duration of the
savings in energy and demand of all existing and proposed full programs for conservation and
|load management.

2. All costs of implementing the programs for conservation and load management must be
accounted for in the utility’ s books and records separately from amounts attributable to any other
activities. All accounts must be maintained in such amanner as will allow costs attributable to
specific programs to be identified readily. These costs must be segregated into the same
categories as specified in the budget for the 3-year plan of action.

3. A utility may recover al prudent and reasonable costs incurred since November 19, 1993,
in implementing programs for conservation and |load management that the Commission has
approved as part of the utility’s 3-year plan of action. These costs include, but are not limited to,
costs for labor, overhead, materials, incentives to customers, advertising, marketing, and
evaluation. A utility may recover approved costs associated with monitoring and evaluating full
programs for conservation and load management pursuant to NAC 704.971. To recover costs
incurred in implementing programs for conservation and load management pursuant to this
subsection, a utility must:

() Calculate the costsincurred in implementing each program since the end of the test period

or period of certification in itslast proceeding to change general rates.
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(b) Record thetotal cost of implementing each program, as calculated in paragraph (a), in a
separate subaccount of Account 186 (Other Deferred Debits) for each program and make an
appropriate offset to other subaccounts.

(c) Accrue ongoing costs monthly in the appropriate subaccount of Account 186 for each
program.

(d) Maintain subsidiary records of the subaccounts of Account 186 for each program. These
records must clearly delineate all costs incurred by the utility in implementing each program that
the Commission has approved.

(e) Apply acarrying charge at the rate of 1/12 of the authorized overall rate of return to the
current balance in the subaccounts of Account 186 for each program. The utility must apply the
charge at the end of each month from the end of the test period or period of certification in the
utility’ s last proceeding to change general rates until the date on which the utility filesits next
application to change general rates or for certification, whichever islater.

(f) Clear any balance accumulated in the subaccounts of Account 186 for each program
through a charge or credit set at the time of a proceeding to change general rates as follows:

(1) The Commission will establish arate to clear the accumulated balance by dividing the
accumulated balance by the sales used in the proceeding to change general rates.

(2) The Commission will adjust the rate to amortize the balance over a period determined
by the Commission to be appropriate for clearing the account and consistent with the life of the
investment.

(3) A utility must begin amortizing costs on the date that the change in general rates goes

into effect.
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(4) The utility must include the balance in the subaccounts of Account 186 for each
program, including carrying charges, in the rate base on the date on which the utility filesits next
application to change general rates or for certification, whichever islater.

(5) To calculate revenue requirements, the utility must base the rate of return to be applied
to the balance in the subaccounts of Account 186 for each program that the utility has
implemented on the authorized return on equity plus 5 percent.

(9) Adjust any balance remaining in the subaccounts of Account 186 for each program at the
time of a subsequent proceeding to change general ratesfor:

(1) The anticipated recovery of revenue from the application of any rate of amortization
previously authorized for the period between the end of the test period or period of certification
and the date on which the new rate of amortization is expected to become effective, or

(2) Any new investments in the existing programs.
= The utility must include these adjustments in the balance that the Commission will consider
for amortization in the subsequent rate case.

4. |f thelevel of costsincurred for programs for conservation and load management since
the end of the test period or period of certification in the utility’s last proceeding to change
general ratesis less than 90 percent or greater than 110 percent of the level of costs approved in
the utility’ slast resource plan or an amendment to its resource plan, unless such changeis
otherwise justified by the utility, the Commission will impose a penalty on the utility that equals
5 percent of the difference between:

(@ Thelevel of costs and 90 percent of the level approved; or

(b) Theleve of costsand 110 percent of the level approved.
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5. A utility may recover all prudent and reasonable costs incurred in implementing certain
full programs for conservation and load management that are ineligible for recovery under the
procedures described in subsection 3 through general rates pursuant to the procedures established
for adjusting general rates.

704.972 Amendment of plan or 3-year plan of action. (NRS 703.025, 704.210, 704.991)

1. A utility may apply for permission to amend its plan or 3-year plan of 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 plan;

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

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

2. The Commission will establish an appropriate procedural schedule to consider each
request to amend a plan or a 3-year plan of action.

704.973 Severability. (NRS 703.025, 704.210, 704.991) If any provision of NAC
704.953 to 704.973, inclusive, is held invalid, the Commission intends that such invalidity not

affect the remaining provisions to the extent that they can be given effect.
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