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Rates & Regulatory Affairs 
 
 ANNUAL EARNINGS REVIEW 
 For the Twelve Months Ended December 31, 2015 
 
 Description of TYPE I Adjustments 
 
This report was developed in a manner consistent with the earnings review directives adopted 
in UM 903.  The determination of the various adjustments included in this report reflect those 
typical and routinely developed adjustments as were also adopted in the Company’s 2011 
general rate filing (UG 221), and continue to be appropriate. 
 
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. 
 
Commission-Required Advertising Disallowance [Column 2(c)]: 
This adjustment reduces the Company’s recorded expenses for advertising consistent with the 
methodology stipulated to in UG 221. 
 
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.” 
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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 2011 general rate case (UG 221 methodology). 

Description of TYPE II Adjustments: 

The Company has no Type II adjustments for 2015.
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NW Natural
State Allocation Factors
As of December 31, 2015

Allocation Factors - Summary Oregon Washington

Customers-all 89.290% 10.710%
Customers-Residential 89.150% 10.850%
Customers-Commercial 90.510% 9.490%
Customers-Industrial 92.350% 7.650%
Customers-The Dalles 74.520% 25.480%
3-factor 90.000% 10.000%
firm volumes 90.590% 9.410%
sales volumes 90.530% 9.470%
sendout volumes 92.040% 7.960%
sales/sendout volumes 91.290% 8.710%
Customers Portland/Vancouver 85.330% 14.670%
Customers Portland/Vancouver 80% 88.260% 11.740%
Customers Portland/Vancouver Commercial 85.960% 14.040%
Payroll 90.380% 9.620%
Admin Transfer 89.470% 10.530%
Employee Cost 90.450% 9.550%
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 89.320% 10.680%

Depreciation 89.740% 10.260%
Rate Base 90.400% 9.600%
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NW Natural
State Allocation Factors

Volumes - 12 Months Ended 12/31/15

Firm Delivered (exclude Unbilled) 739,321,222 669,720,278 69,600,944
   % of System 90.59% 9.41%

Sales Volumes (exclude Unbilled) 652,564,762 590,761,666 61,803,096
   % of System 90.53% 9.47%

Sendout Volumes 1,028,612,731 946,779,724 81,833,007
   % of System 92.04% 7.96%

3-factor formula (simple average)
Gross Plant Directly Assigned 89.32% 10.68%
Number of Employees Directly Assigned 91.40% 8.60%
Number of Customers 89.29% 10.71%

   Average 90.00% 10.00%

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

December 31, 2015 System Oregon Washington

Intangible - Other 84,795 84,348 447
Production 675,198 675,198 0
Transmission 157,894,271 156,878,782 1,015,489
Distribution 2,005,888,596 1,774,081,344 231,807,252

December 31, 2014 System Oregon Washington

Intangible - Other 84,795 84,348 447
Production 675,198 675,198 0
Transmission 152,929,441 151,928,687 1,000,754
Distribution 1,937,150,374 1,716,601,539 220,548,835

Average System Oregon Washington

Intangible - Other 84,795 84,348 447
Production 675,198 675,198 0
Transmission 155,411,856 154,403,735 1,008,121
Distribution 1,971,519,485 1,745,341,441 226,178,044

Gross Plant Directly Assigned 2,127,691,334 1,900,504,723 227,186,612
   % of System 89.32% 10.68%
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NW Natural
State Allocation Factors
As of December 31, 2015

System Oregon Washington
Customers

Total Customers
   December 2015 714,428 637,402 77,026
   December 2014 704,644 629,634 75,010
   Average 709,536 633,518 76,018
      % of System 89.29% 10.71%

Residential Customers
   December 2015 646,841 576,249 70,592
   December 2014 637,411 568,720 68,691
   Average 642,126 572,485 69,642
   % of System 89.15% 10.85%

Commercial Customers
   December 2015 66,421 60,079 6,342
   December 2014 66,204 59,961 6,243
   Average 66,313 60,020 6,293
   % of System 90.51% 9.49%

Industrial Customers
   December 2015 1,166 1,074 92
   December 2014 1,029 953 76
   Average 1,098 1,014 84
   % of System 92.35% 7.65%

The Dalles 
   December 2015 7,815 5,823 1,992
   December 2014 7,724 5,757 1,967
   Average 7,770 5,790 1,980
   % of System 74.52% 25.48%

Portland / Vancouver
   December 2015 508,149 433,115 75,034
   December 2014 500,899 427,856 73,043
   Average 504,524 430,486 74,039
   % of System 85.33% 14.67%

Portland / Vancouver Commercial
   December 2015 43,356 37,228 6,128
   December 2014 43,201 37,179 6,022
   Average 43,279 37,204 6,075
   % of System 85.96% 14.04%
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