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A NW Natural

Rates & Regulatory Affairs

ANNUAL EARNINGS REVIEW
For the Twelve Months Ended December 31, 2012

Description of TYPE I Adj

This report was developed in a manner consistent with the earnings review directives adopted
in UM 903. As in past years, the determination of the various adjustments included in this
report continue to reflect those typical and routinely developed adjustments as were also
adopted in the Company’s 2002 general rate filing (UG 152). The Company’s 2011 general rate
filing (UG 221) was effective November 1, 2012, but as a practical matter for compiling Type I
adjustments in the 2012 report, the Company used the UG 152 adjustments. Beginning with
the 2013 Results of Operations, the Company will reflect the adjustments from UG 221.

Weather Normalization and Gas Costs [Column 2(a)]:

This adjustment approximates the volumetric effects of weather on sales and gas costs. Core
market volumes have been weather normalized; however, no industrial volumes have been
adjusted. The adjustment also reflects the removal of the effects of the WARM mechanism
pursuant to Order No. 03-507.

Miscellaneous Revenue Adjustment [Column 2(b)]:

This adjustment reflects the normalization of other tariffed utility fees and revenues to a
historical three-year average. The adjustment also reflects the removal of the effect of the
Decoupling mechanism pursuant to Order No. 03-507 and the removal of the effect of deferrals
related to SB408.

mmission-Required Advertising Disallowance [Column 2(c)]:
This adjustment reduces the Company’s recorded expenses for advertising consistent with the
methodology stipulated to in UG 152.

Membership and Dues Adjustment [Column 2(d)]:

Removes the promotional portion of industry associated expenses, consistent with the
methodology adopted in the Company’s 1998 general rate case (UG 132). The adjustment also
reflects the removal of certain costs charged to operational and maintenance expense related to
promotional and other activities.

Normalization of Property Tax Expense [Column 2(e)]:

Removes the expense accruals for the year and reflects the actual cash payments made during
the test period.

Uncollectible Accounts [Column 2(f)]:

This adjustment normalizes the test year accrual for Uncollectible expense to a three-year
average of “actual net bad debt write-offs.”



Capital Stock Expense [Column 2(g)]:

The three-year average approach adopted in this adjustment is consistent with both company
experience and Commission policy adopted in the Company’s 1998 general rate case.

Performance-Based Compensation [Column 2(h)]:

This adjustment depicts the disallowance of performance-based compensation as stipulated to
in the Company’s 2002 general rate case (UG 152 methodology).

Description of TYPE II Adjustments:
The Company has no Type II adjustments for 2012.
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NW Natural
State Alliocation Factors

As of December 31, 2012
Allocation Factors - Summary Oregon Washington
Customers-all 89.640% 10.360%
Customers-Residential 89.490% 10.510%
Customers-Commercial 91.080% 8.920%
Customers-Industrial 93.020% 6.980%
Customers-The Dalles 74.570% 25.430%
3-factor 90.150% 9.850%
firm volumes 90.620% 9.380%
sales volumes 90.550% 9.450%
sendout volumes 92.170% 7.830%
sales/sendout volumes 91.360% 8.640%
Customers Portland/Vancouver 85.780% 14.220%
Customers Portland/Vancouver 80% 88.620% 11.380%
Customers Portland/Vancouver Commercial 86.770% 13.230%
Payroll 89.650% 10.350%
Admin Transfer 89.250% 10.750%
Employee Cost 89.720% 10.280%
Regulatory 70.000% 30.000%
Telemetering 89.230% 10.770%
Direct-Wa 0.000% 100.000%
Direct-Or 100.000% 0.000%
Gross plant direct assign 89.400% 10.600%
Depreciation 89.630% 10.370%
Rate Base 89.953% 10.047%
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NW Natural
State Allocation Factors

Volumes - 12 Months Ended 12/31/12

Firm Delivered (excl Unbilled)
% of System

Sales Volumes (exclude Unbilled)
% of System

Sendout Volumes
% of System

3-factor formula (simple average)
Gross Plant Directly Assigned
Number of Employees Directly Assigned
Number of Customers

Average

Derivation of factor for 3-factor - Gross Plant Directly Assigned

December 31, 2012

Intangible - Other
Production
Transmission
Distribution

December 31, 2011

Intangible - Other
Production
Transmission
Distribution

Average

Intangible -~ Other
Production
Transmission
Distribution

Gross Plant Directly Assigned
% of System

804,371,057 728,948,565 75,422,493
90.62% 9.38%
732,530,014 663,270,939 69,259,075
90.55% 9.45%
1,111,769,114  1,024,710,761 87,058,352
92.17% 7.83%
89.40% 10.60%
91.40% 8.60%
89.64% 10.36%
90.15% 9.85%
System Oregon Washington
84,795 84,348 447
675,198 675,198 0
80,702,757 79,930,156 772,600
1,820,666,061  1,620,796,645 199,869,416
System Oregon Washington
84,795 84,348 447
675,198 675,198 0
50,207,253 49,410,522 796,731
1,771,064,382  1,577,606,618 193,457,764
System Oregon Washington
84,795 84,348 447
675,198 675,198 0
65,455,005 64,670,339 784,666
1,795,865,222  1,599,201,632 196,663,590
1,862,080,220  1,664,631,517 197,448,702
89.40% 10.60%
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NW Natural
State Allocation Factors
As of December 31, 2012

Customers

Total Customers
December 2012
December 2011
Average

%o of System

Resldential Customers
December 2012
December 2011
Average
% of System

Commercial Customers

December 2012
December 2011
Average

% of System

Industrial Customers
December 2012
December 2011
Average
% of System

The Dalles
December 2012
December 2011
Average
% of System

Portland / Vancouver
December 2012
December 2011
Average
% of System

Portland / Vancouver Commercial

December 2012
December 2011
Average

% of System

2012 Oregon Earnings Test Report -

System Oregon Washington
685,941 614,637 71,304
679,543 609,356 70,187
682,742 611,997 70,746

89.64% 10.36%

621,399 555,961 65,438
615,670 551,033 64,637
618,535 553,497 65,038
89.49% 10.51%

63,580 57,781 5,799
62,914 57,431 5,483
63,247 57,606 5,641
91.08% 8.92%

962 895 67

959 892 67

961 894 67
93.02% 6.98%

7,440 5,547 1,893
7,343 5,477 1,866
7,392 5,512 1,880
74.57% 25.43%

486,694 417,283 69,411
481,688 413,367 68,321
484,191 415,325 68,866
85.78% 14.22%

41,315 35,729 5,586
40,830 35,549 5,281
41,073 35,639 5,434
86.77% 13.23%
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