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~, NW Natural 

Rates & Regulatory Affairs 

ANNUAL EARNINGS REVIEW 
For the Twelve Months Ended December 31, 2014 

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 58408. 

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 2014. 

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 2014. 
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NW Natural 
State Allocation Factors 
As of December 31, 2014 

Allocation Factors - Summary 

Customers-all 
Customers-Residential 
Customers-Commercial 
Customers-Industrial 
Customers-The Dalles 
3-factor 
firm volumes 
sales volumes 
sendout volumes 
sales/ sendout volumes 
Customers Portland/Vancouver 
Customers Portland/Vancouver 800/0 

Customers Portland/Vancouver Commercial 
Payroll 
Admin Transfer 
Employee Cost 
Regulatory 
Telemetering 
Direct-Wa 
Direct-Or 
Gross plant direct assign 

Depreciation 
Rate Base 

Oregon Washington 

89.410% 10.590% 
89.280% 10.720% 
90.580% 9.420% 
92.790% 7.210% 
74.530% 25.470% 
90.110% 9.890% 
90.610% 9.390% 
90.470% 9.530% 
92.050% 7.950% 
91.260% 8.740% 
85.490% 14.510% 
88.390% 11.610% 
86.070% 13.930% 
89.330% 10.670% 
89.420% 10.580% 
89.490% 10.510% 
70.000% 30.000% 
89.230% 10.770% 

0.000% 100.000% 
100.000% 0.000% 

89.530% 10.470% 

89.870% 10.130% 
90.900% 9.100% 
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NW Natural 
State Allocation Factors 

Volumes - 12 Months Ended 12/31/14 

Firm Delivered (exclude Unbilled) 835,205,726 756,783,909 78,421,817 
% of System 90.61% 9.39% 

Sales Volumes (exclude Unbilled) 729,847,556 660,290,340 69,557,216 
% of System 90.47% 9.53% 

Sendout Volumes 1,092,989,019 1,006,150,864 86,838,155 
% of System 92.05% 7.95% 

3-factor formula (simple average) 
Gross Plant Directly Assigned 89.53% 10.47% 
Number of Employees Directly Assigned 91.40% 8.60% 
Number of Customers 89.41% 10.59% 

Average 90.11% 9.89% 

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

December 31, 2014 System Oregon Washington 

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

December 31, 2013 System Oregon Washington 

Intangible - Other 84,795 84,348 447 
Production 675,198 675,198 ° Transmission 133,527,317 132,558,715 968,602 
Distribution 1,875,730,818 1,669,093,250 206,637,568 

Average System Oregon Washington 

Intangible - Other 84,795 84,348 447 
Production 675,198 675,198 ° Transmission 143,228,379 142,243,701 984,678 
Distribution 1,906,440,596 1,692,847,395 213,593,202 

Gross Plant Directly Assigned 2,050,428,969 1,835,850,642 214,578,326 
% of System 89.53% 10.47% 
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NW Natural 
State Allocation Factors 
As of December 31,2014 

S~stem Oregon Washington 
Customers 

Total Customers 
December 2014 704,644 629,634 75,010 
December 2013 694£873 621£618 73£255 
Average 699,759 625,626 74,133 

DID of System 89.41 °/0 10.59°/0 

Residential Customers 
December 2014 637,411 568,720 68,691 
December 2013 628£634 561£589 67£045 
Average 633,023 565,155 67,868 
DID of System 89.280/0 10.72°/0 

Commercial Customers 
December 2014 66,204 59,961 6,243 
December 2013 65£272 59£130 6£142 
Average 65,738 59,546 6,193 
DID of System 90.58°/0 9.42°/0 

Industrial Customers 
December 2014 1,029 953 76 
December 2013 967 899 68 
Average 998 926 72 
DID of System 92.790/0 7.21 °/0 

The Dalles 
December 2014 7,724 5,757 1,967 
December 2013 7£571 5£642 1£929 
Average 7,648 5,700 1,948 
DID of System 74.53°/0 25.47°10 

Portland I Vancouver 
December 2014 500,899 427,856 73,043 
December 2013 493£749 422£423 71£326 
Average 497,324 425,140 72,185 
DID of System 85.490/0 14.51°/0 

Portland I Vancouver Commercial 
December 2014 43,201 37,179 6,022 
December 2013 42£568 36£639 5£929 
Average 42,885 36,909 5,976 
DID of System 86.07°/0 13.93°/0 

2014 Oregon Earnings Test Report - FINAL - Unprotected for Staff.xlsx 4/30/2015 11 :27 AM 

NW Natural 
State Allocation Factors 
As of December 31, 2014 

S~stem Oregon Washington 
Customers 

Total Customers 
December 2014 704,644 629,634 75,010 
December 2013 694£873 621£618 73£255 
Average 699,759 625,626 74,133 

0/0 of System 89.41 °/0 10.59°/0 

Residential Customers 
December 2014 637,411 568,720 68,691 
December 2013 628£634 561£589 67£045 
Average 633,023 565,155 67,868 
0/0 of System 89.280/0 10.72°/0 

Commercial Customers 
December 2014 66,204 59,961 6,243 
December 2013 65£272 59£130 6£142 
Average 65,738 59,546 6,193 
0/0 of System 90.58°/0 9.42°/0 

Industrial Customers 
December 2014 1,029 953 76 
December 2013 967 899 68 
Average 998 926 72 
0/0 of System 92.790/0 7.21 °/0 

The Dalles 
December 2014 7,724 5,757 1,967 
December 2013 7£571 5£642 1£929 
Average 7,648 5,700 1,948 
0/0 of System 74.53°/0 25.47°10 

Portland I Vancouver 
December 2014 500,899 427,856 73,043 
December 2013 493£749 422£423 71,326 
Average 497,324 425,140 72,185 
0/0 of System 85.490/0 14.51°/0 

Portland I Vancouver Commercial 
December 2014 43,201 37,179 6,022 
December 2013 42£568 36£639 5£929 
Average 42,885 36,909 5,976 
0/0 of System 86.07°/0 13.93°/0 

2014 Oregon Earnings Test Report - FINAL - Unprotected for Staff.xlsx 4/30/2015 11 :27 AM 
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