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STAFF RECOMMENDATION: 
 
I recommend the Commission approve Northwest Natural's (NW Natural or company) 
Stipulation extending the Risk Mitigation and Repair Program (Geo-hazard program or 
program) for a 12-month period beginning October 1, 2006, and authorizing, under 
Oregon Revised Statute (ORS) 757.259, deferred accounting treatment of costs that are 
capped at no more than $2.5 million for the Salmon River Geo-hazard Project.  
 
 
DISCUSSION: 
 
On August 28, 2006, Northwest Natural filed a Stipulation requesting to extend the Geo-
hazard program to September 30, 2007.  
 
The Geo-hazard program was originally part of a safety program deferred accounting 
application in 2001 which was approved by the Commission in Order No. 01-843.  The  
Geo-hazard program had a sunset date of December 31, 2006.  Commencing in 2002, and 
in each year since, the company has performed repairs to their system, caused by 
landslide hot spots, erosion and other geo-hazards pursuant to the program.  In each year 
the company applied for, and received, deferred accounting treatment of the costs and 
was permitted to recover these investments as part of the annual gas tracking cost and 
technical adjustment filing.  In the current deferral period, ending September 30, 2006, 
the company has Geo-hazard program expenditures totaling $2.9 million.   
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The company is now requesting that the termination date be extended, so that the 
Salmon River Geo-hazard Project, a project to replace transmission pipeline exposed 
due to stream erosion, can be undertaken in the most cost effective way under this 
program.  Current contractor bids for completing this project have come in significantly 
higher than NW Natural’s internal estimates.  The discrepancy is due to a number of 
factors including Oregon Department of Transportation (ODOT) permit conditions, 
contractor availability and high material prices.  Rather than complete the project now, 
before the Geo-hazard program sunsets, at the higher than expected costs, the 
company has proposed to re-engineer the job and proceed with this project on a 
schedule that would minimize costs, but would overlap into 2007 after the Geo-hazard 
program is due to terminate. 
 
NW Natural has met with Staff, other stakeholders and intervenors.  All parties agree 
that the approach the company proposes makes sense and, therefore, have signed a 
stipulation that extends the program until the end of September 2007.  Customers 
benefit by the lower project costs that are eventually paid for in rates.  The company 
benefits by being able to recover costs more quickly under the Geo-hazard program.  
The Stipulation also includes an agreement by the company to cap recovery of project 
costs through this program at $2.5 million, less than the current contractor bids, and in 
line with internal cost estimates.  
 
 
PROPOSED COMMISSION MOTION: 
 
The Stipulation to extend NW Natural's Risk Mitigation and Repair Program to 
September 30, 2007, set a spending cap at $2.5 million, and authorize deferred 
accounting treatment of Geo-hazard program expenses be approved. 
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