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Tel: 503.226-4211 ext. 3585 { V NW Natural | 503.226.4211
I

Fax: 503.721.2516
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email: ksm@nwnatural.com

April 29, 2014

VIA ELECTRONIC FILING AND U.S. MAIL

Public Utility Commission of Oregon
3930 Fairview Industrial Drive SE
Post Office Box 1088

Salem, Oregon 97308-1088

Attn: Filing Center

Re: RG 40 — NW Natural’s Earnings Review without Workpapers for the
Twelve Months Ended December 31, 2013

Pursuant to OAR 860-022-0070, Northwest Natural Gas Company, dba NW Natural
("“NW Natural” or “Company”), files its Earnings Review without workpapers for the twelve
months ended December 31, 2013.

Please call me if you have any questions.
Sincerely,
Kevin. S. McVay

Rates and Regulation

enclosures



NW Natural

REPORT:

ANNUAL EARNINGS REVIEW
WITHOUT WORKPAPERS

(For the twelve months ended December 31, 2013)
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(a) NW Natural

Rates & Regulatory Affairs

ANNUAL EARNINGS REVIEW
For the Twelve Months Ended December 31, 2013

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.”



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 2013.
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NW Natural
State Allocation Factors
As of December 31, 2013

Allocation Factors - Summary Oregon Washington
Customers-all 89.530% 10.470%
Customers-Residential 89.400% 10.600%
Customers-Commercial 90.730% 9.270%
Customers-Industrial 93.000% 7.000%
Customers-The Dalles 74.540% 25.460%
3-factor 90.160% 9.840%
firm volumes 90.590% 9.410%
sales volumes 90.500% 9.500%
sendout volumes 91.990% 8.010%
sales/sendout volumes 91.250% 8.750%
Customers Portland/Vancouver 85.650% 14.350%
Customers Portland/Vancouver 80% 88.520% 11.480%
Customers Portland/Vancouver Commercial 86.270% 13.730%
Payroll 89.330% 10.670%
Admin Transfer 89.420% 10.580%
Employee Cost 89.490% 10.510%
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 89.560% 10.440%
Depreciation 89.790% 10.210%
Rate Base 90.300% 9.700%
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NW Natural
State Allocation Factors

Volumes - 12 Months Ended 12/31/13

Firm Delivered (exclude 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, 2013

Intangible - Other
Production
Transmission
Distribution

December 31, 2012

Intangible - Other
Production
Transmission
Distribution

Average

Intangible - Other
Production
Transmission
Distribution

Gross Plant Directly Assigned
% of System

854,080,157 773,684,428 80,395,729
90.59% 9.41%
758,034,023 686,013,762 72,020,261
90.50% 9.50%
1,146,431,306  1,054,658,120 91,773,187
91.99% 8.01%
89.56% 10.44%
91.40% 8.60%
89.53% 10.47%
90.16% 9.84%
System Oregon Washington
84,795 84,348 447
675,198 675,198 0
133,527,317 132,558,715 968,602
1,875,730,818  1,669,093,250 206,637,568
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
107,115,037 106,244,436 870,601
1,848,198,440  1,644,944,948 203,253,492
1,956,073,470  1,751,948,930 204,124,540
89.56% 10.44%
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NW Natural
State Allocation Factors
As of December 31, 2013

Customers

Total Customers
December 2013
December 2012
Average

% of System

Residential Customers
December 2013
December 2012
Average
% of System

Commercial Customers
December 2013
December 2012
Average
% of System

Industrial Customers
December 2013
December 2012
Average
% of System

The Dalles
December 2013
December 2012
Average
% of System

Portland / Vancouver
December 2013
December 2012
Average
%o of System

Portland / Vancouver Commercial

December 2013
December 2012
Average

%o of System

2013 Oregon Earnings Test Report -

System Oregon Washington
694,873 621,618 73,255
685,941 614,637 71,304
690,407 618,128 72,280

89.53% 10.47%

628,634 561,589 67,045
621,399 555,961 65,438
625,017 558,775 66,242
89.40% 10.60%

65,272 59,130 6,142
63,580 57,781 5,799
64,426 58,456 5,971
90.73% 9.27%

967 899 68

962 895 67

965 897 68
93.00% 7.00%

7,571 5,642 1,929
7,440 5,547 1,893
7,506 5,595 1,911
74.54% 25.46%

493,749 422,423 71,326
486,694 417,283 69,411
490,222 419,853 70,369
85.65% 14.35%

42,568 36,639 5,929
41,315 35,729 5,586
41,942 36,184 5,758
86.27% 13.73%

FINAL unprotected for Staff.xisx 4/29/2014 11:21 AM

<



WY TT:UT Y10T/6T/¢ XSIX Je1§ 10§ parodjordun TyN - uoday 183 ), sButurey wosalq) €107

05

mhwh 859 mw 12dAL AINIWISNLAY LSOO SVYD TViOL 6t
b

sr8sss) $I500 SO UOREZISULION UM s
9%

0 uoneziienbs D0DYM| b
b

SE5 3O 1500 JUSWIESTIPY 1500 S€5| ¢
z

TO0'SE6'T (ZTrT'150°01) ANIWLSNCAV NIDUVYIW ONIZITVIWEON TV1O0L 62
ov

{588'699°01) (Z¥1'150°01) 6¢
015°268'p I51°286'S eoRWWOD| g
(S6£°£95'ST) (p62'€£0°9T) fenuapisayd| 4
UsUISNIDY UoeZI[eUWIoN BUTESR 9¢

¢

588'b09°71 e
Z90°EbL’E Pajiqun - SSNUSAY WAVM| ¢
$78'798'8 SONUBADY WHYM|  z¢
JUSWIBAIPY WYVM 1€

ot

ELIET ST [HNETTYY JUSWISHIPY aNUSASYH &7

[:74

syusunsnfpy uonezieuwuon|

9

P — 5z
I8V 6L6°8EE SIS0 seH [ejo]), puesd ¥
£2

Towvesee) SOIIADY [euReg UOB3I0 77
17

oz

SEB'9LP'95T safieyD Ajpounuo) g
81

LIT'164°68 sebiey) puewaq

866'56£'699

ToITEROVT

2L'TIE'559

16£°004'€
1€€°219'159

ELGTEYETY

Z jo 1 ofied
BZ 192YSHIOM

5I035E5

SSNUIABY jej0] puers Pat

SINUDABY uonepodsuel) o1

SONUdASY SOjes |e10]

SsanuaAy peajjiqun
SBNUDARY SOjes

N ™M N W N 0

$ONUDASYH €301 Uobai0o

MBIADY sBunuiey uobaio €102
STLIDAI[DQ puUe SPNUBADY
sjuswiisnipy BuizijeuioN teah 3so)
jeinjeN MmN



WY T vLOT/6T XSk s 10j pasostordun Ty N - Bodey isa) sumrey w0810 ¢107

(£8£'855'S) sbueypisopsepjesor
(588'699°01) abuey) onusAdy [E101 o
14
i<
£
[44
j74
£86'120°E 016168y 51°286'S {0£2°08278) (s6£7296°ST)  (P6T'EE0TOT) 201 oz
61
£Z2'8T9) {£147856) LYTHEL T 119°455y) {pb17001'8) ¥6 420 8 Pquedeq g
£11°1E8 9££'897'1 1Z+'005°7 {601'916) {181°829'D) {998'¢59'T) JBqUBAON
{069'9127) {£82%6z8) {690°c0%) {z80'1L8'D) {6L0°L61"Y) (589124'y) RGoPO g
(p£9'2sT) {¢o0'zen) (z66'c82) {805'0£4) {918'682'1T) (1e8'85¢'T) Rpqundas g
L8¥'L0T°1 $96°789'1 850°090'7 606'1£8 958'894'1 ISH'265'1 snbny 4
919'¢£2"1 LIH'6E6'T £40'69€"2 SE6'E95 80L°566 986'8H0'T Ang o
646681 0£L'ETT’T BIS'SLE"T 122'645 £69'220'1 8IH'240'T sunf g
{0sL'es0) {$09'58¢) {v00'2e0) 8£9'£2¢ 876’10k PEP'ETY kelw 1o
€17'81E’T 881'C00'7 £E0'TSH'T 05£759 S8€°ST1 855121 dy - or
PLEETET 1E0°110°C ZEYI9P'T 115126’ 066'€76'9 LIY'P62'L yosew 6
00S'9€T 624402 906552 (828'68) (v09'8ST1) {160291) Arenugay g
{854"952'0) {696'82H'c) (182'261%) (561°667°9) (eeTzer’ty)  (€82L1L 1) Arenueg ¢
g
SIS0 seD 3] JOA SI50)) sey SONUIAIY SBUNJOA g
14
[BIBWW0) [euBpISaY £
Z
UOTIEZIEWiION JUTeoM 1

MoIARY sBuuieg uobaiQ £T0Z

SBUBALBQ pUe SBNUSAIY

Z jo g abed syusunsnipy buizifewloN 1e94A 1591

B7 199USHIOM fesnjeN MN



[t]
[t]
{1l
[t]

(t]
[t]

NV TT 1T PT0T/6T/b XSIXge1s 10§ pasoojordun Ty NI - moday 189 sBurreg uodai0) €107

1) 'Se0% 8920
00 54 £z
g€z 1'¢6 5§69
e el 0'b6
(z¢e P61 0'861
(+0) 9092 1192
00 §9/1°C 912
A 85T 1111
(+'101%) 8TI0'1$ CHIT'T
0'5£9 00 (0°5£9)
{Z11+'8) 00 Z11%'8
00 {9¢00'6) {5°c006)
00 (Z'Z519%) (Tzen)
00 (6'96%) (6'96)
00 0'0$ 00
00 £'994$ 1997
00 TS 8'bET
00 (+'086%) (b'086)
00 (£°29'51%) (€7 4b9'ST)
00 0'0% 00
00 (20c1$) (20g1)
00 {9°87¢'1%) (9'gz¢'T)
00 0'0% 00
00 £0bb'8% £Oby'8
0°0% (b'621%) b'621%)
() Q) (e)
juausnipy  pazijewioN lenpy

qz 193YysHIoMm

obesone sjesh-g 03 pazijewioN [1]
SOI0N

iejol ST

abiey) axel pazuoyineun Juawienn) pz
abuey) juswied pajewiony €7

SONUBAdY 1410 uobai0 7z

jejudy oo T

jejuay Apedoad sen oz

994 JudiAed aje1 61

abieyd >day) pswanidy 8T

sofieyd uonds}10) pidld [/ UOIPBULOIRY LT

s[elisj3Qg WIVM 91

jeirsojoqg buldnooag St

fejoiqns 1
BAIRSdY SOD dIS €1
DAIDSDY DOURINSUT JO BDIAIDS JO 150D 0osen T
VM - s3jes Apadoag uo uies 11
YO - sdjes Apadosg uo uien 01
HpaI) sonPSAY seDH 6
jei1o40Qq seo bupjiom 8
uonezipowy buydnodag £
Jpugsnipy 1591 sbuiuiegz uobsip 9
Buipeay 19190 pojewoiny ¢
suonezipiowy uobaio ¢
suonezipowy uojbulysem €
1pas) abeiolg sjesioul ¢
uojeziyowy Sulpung JOUSAIBIUT T
"ON
aun
(000%)

SONUBAIY SNOdUR[AISIW 03 sjudwsnipy
M3IADY sBuruaey uobalp €107
jelnjeN MN



WY TTHT PHOT/6T/Y XSRS 10j paodsordun TyNI4 - wodoy 189 sBunwes woSai0) £107

(tzv'9scs)

%0b'68

LEL'86E

0Z4'789'1

669'€SETS

61°C%
821819

/S¥'1807%

0

LEL'B6E

S81°€0S

SESBLIT

(e)

junowy

9T I9v¥YysSHIoMm

uo063.10 03 pajedo|jy d2ueMo|jesiq BUISILGAPY T

(ssawo3sn) jenuspisay) J030e4 UOnEdO|Y TT

(6 aur ss9| g sur) syunowy pamoyiesiq 0Ot

(8 pue T saurt Jo 19ss9) snid Z aury) asuadxy ajqemojly |ejol 6
Sjqemoyjjy v Atobaje) 8

4owoisnd 1ad 61°7$ pamojie Tzz 5N £

abesaae £10TZ-ZT0T - S1oWwoIsn) uobaio jexoL 9
Pioysaldy] v Aiobaje)

osuadxg BuisiIdApY |R10L S

g Aiobajen
Jhiobajey ¢

g Aiobajeny 7

sun

jusunsnipy jeuonowold pue BuisiApY
M3IAdY sbuluiey uobalQ €102

[einjeN MN

20



WV TT 1 p107/6T/y XSIX IS 10] pareatoxdun TyNI - Hoday 3159 sButwes uogai) €107

(vr£s'z919) uob3.0 03 Jusunsnipy jeuozowold 1910 pue sdiysiaquap/sena 6
SH9'0S asuadx3 930 pue jeuonowiold uobaipg §
626’111 uoba.Q 03 pajedoljy Juswisnipy sdiysiequiay /song buesadp-uoN £
%91°06 (1030e4-€) JopOR] UOREDOllY 9
SPTpCIS 86£'€/5$ €v5'269% leloL g
615'87 %08 615'8C %05 L£0'LS Ppylo v
£29'S %ST 08891 %SL 905'7C anm3suI ABiduz usvIsaM €
00006 %S¢ 000°0£Z %SL 000'09¢ VOV ¢
0$ %0 000'85z$ %00T 000'85Z$ 9 /191 1T
(®) () () (q) (e) L
unowy jusdiad junoury JUBDIBd junowy *ON
punesadp-uoN bunesadg aurl

PT 199ys)iom

Jususnipy jeuonjowold J19y30 pue sdiysiaquisp /senq
MBIADY sBuiuleg uobalQ €107

feinjeN MN



NV TT L v10T/6T/p XSIX JjeS 10} pajoatoudun Ty NI - Hoday 183 sSururey uo3a10 €107

6913

£€5'8T
b9E'81$

(e)

junowy

3¢ 199YSHIOM

juounsn(py xej Apiedold €
uobauQ - pied sexe] Apedold

uobauQ - jeniooy xe) Ajedoid 1

"ON
|sun

(000%)

jusunsnipy xej Apadoad
MaIADY sBulules uobauQ €102
jeinjeN MN

22



WV TTLT PLOT/6T/% XSIX Jpesg 10§ povatoxdun TyNE4 - poday 1sa g sBunurey vodoigy ¢ioz

(9) uwnjod ‘T 9bed U0 PasN S %0T0Z'0

LETTS
S/
11€°1
%ES 68
S9b'1$
)
61
€57
8Z'1%
%LET0 %L1T°0 %9%1°0 %1070
%bL0°0 %000°0 %0000 %820°0
%ST10 %8500 %IH0°0 %LL0°0
%Z80°0 %E800 %bb0°0 %0200
%TEE0 %L0€°0 %1120 %S82°0
906’1 9£5°1 8501 005"
9¢ - - 9z
8t F1 01 €9
002 8/1 96 AL
1991 PrET 756 LE6'E
$85'508 651902 0Z6'€TL PH9'SET'T
196'p€ 805 67 SETBT S0.°€6
88508 9657 68947 £/0°18
19¥'SHT 844517 026'817 8€1'8/9
965 p6bS 950°LEp% 9/0'15b% 8272'78¢'1%
{2) (2) (a) (e)
{enpy 1enpy fenoy €301
102 ra {ira £10C £T0Z-T10T
3T IBYSHIOM

: Jo 83e1 3|q1B)|0ouUN pajybIdm  [1]

(penudoy ssaj pazijewioN) Jusunsnipy vz
Junowy paninoy jo uoijedojjy uobaig €7
junowy pazjeulioN uobaig 2z

(s1awo3sn) [ej0}) Jopey uonedolly 1T

jejoL oz
s|qndnuiajug 6T
jersnpug 8T
jeBuIuIo) LT
Jenyuapisay 9T

31qnP3jj0dun pazijeutioN

[1] jejor pajyblom ST
ajgndnidjuy T
jetsnpuy €T
jepiswwo) ZT
jenjuspisay IT
abejuadiad JO-9LM
jejol 01
aqrdniajul 6
jergsnpuy 8
jenisuIuo) z
jerjuapisoy 9
SHO-9HIM ION
jejol S
ajqudn.uajuy [
jetysnpuy €
jeppuwon z
jerjuapisoy T

SONUBARY sen

ON
aury

(000%)

sjudwisnipy sjunocody ajqioajjooun
MIIADY sbuluiey uobaiQ £102
jeunieN MmN

22



WY €T PLOT/6TY XX geIg 105 paroatosdun TyNLj - vodoy 1891 sButwreg woda10 €107

0%

%00€°06

0%

0
0
0%

(e)

junowy

Bz 190ysIoMm

uoba.iQ 03 pajedojly 9
(eseg ajey) 1ope4 uonedojly S
obeloay Jeap @4yl b
€T0T - @suadx3 yoo3s jeyded ¢

ZT0T - @suadx3 »oojs jeyiden ¢
TTOT - @suadx3y )oo3s jeade) 1

"ON
aun

osuadxo adUeNSS] )}I031s UoWIRIO)
MaIADY sbunie uobalQ €102
Auedwo) jeimieN MmN

24



XSPXC RIS 10} paidajoldun TYNI4 - Hodey 1se] sbuiies uobaig €107

(6/5'50¢°T) (12179607¢) sugsnipe snuoquobal0 (7
%0£"06 %EE 68 (sseq syey=(ende) ‘jjosked=W80) 61
10108} UKoY
uonedsojjy uobaip
(bz8'sHb'T) (9£6'59¥°C) Jusunsnipe je301 81
TH6' 180 ZIe'ssTT uoneindis 1zz oN Jod UoINPaI %Sz /T
(994'426'1) (8b2'129'%) 91
(%52 X %1°ZZ x s1eob Asy)= (88/79¢T) (€28%b7) souewlopad Auedwiod uo paseqng ST
(%52 X %172 81206 Asy)= (/b1700T) (8v0'p52) oueiiopsd Auedwod uo peseq NaN T
(%0S X %6'£L X SIe0b AoX)= (THb'1ZE) (652°'v4S) W sskoidwa Lo paseq ng €1
{9505 X 9001 X Snuoq "413d) + (%08 X %6'£L X sieob Aax)= (z79'z7¢8) (991211'D) JRw svkojdws Uo poseq NN 2T
snuoq “Had J0 %00T= (69/79€5) (00b'9ct'T) (SAnuUBDUI "D8X8 SIADIYO-LOU Sepnpu) 1T
SDARUBIUY JODIYO
endes W30
sauemoliesid Tz On
6EC'TEL'T bhL'99% ' 80b'67H'T 020°200°E 01
0 0 597'578 0SE'bib'T ng 6
046'61'1 £b£°00°E £02°p09 0z2'788"1 naN 8
£20'9¢ 81516 0 0 SANUBDUL "38XS SIAOLYO-LON L
769005 788'pbe’T 0 0 SIOYPWO 9
Eaeicg) WR0 eaes WRO
snuog aoueuLIo dd sjeosy Aoy
SOARUBOUI BoueuLIoMRd Auedwo) pue Jusw saAojdwiy
'snuog souewoped NGN 01 Addy %0°0 %0001 SBARUADUY LWISY-H0US NEN S
'sjeob Asy Ng pue NgN o3 Addy 91777 %6 LL sjeob Aoy b
dULLLIOLD LW UonEDOjY DAIIUIDUL £10C
Auedwon aahkojdug
%SL souew.oped Auedwon £
%08 oW ssAoidwy 4
%001 SOALUSIUL JRDILO 1
aduemojjesiq syuswannbal 1ZZ On
:suoijduinssy  "oN
aup
(000%$)
jususnipy snuog

YZ 19aysiiom

Mmainoy sbujuiey uobaiQ £107
jedmeN MN

29



IZ 199USHIOM

(s1eah G 19A0 0S/$ - 80H-ZT "ON 49pI0 ‘TZZ 9N 42d) T
0s1 uonezipowe ased ajey I

.cz
aun

(000$%)

asuadxg ase) ajey

MDIADY sBuluiez uobaiQ €102
jednijeN MN

2o



