C.J. Rue

220 NW 2ND AVENUE \
Secretary PORTLAND. OR 97209
Tel: 503.220.2411 (
Fax: 503.220.2584

‘) NW Natural® | TEL 503.226.4211

Toll Free: 1.800.422.4012

800.422.4012
e-mail: cjr@nwnatural.com www.nwnatural.com
February 1, 2006

Carole J. Washburn, Executive Secretary B =
Washington Utilities and w

Transportation Commission o
1300 S. Evergreen Park Drive, S.W. -
P. O. Box 47250 =
Olympia, WA 98504-7250 @

Attention: Supervisor of Utility Finance

Ladies and Gentlemen:

Re: Docket No. UG-030290

Pursuant to paragraph 4 of the Commission’s Order dated March 26, 2003 in the
above-referenced Cause, I enclose the Company’s Report of the Restated Stock Option
Plan (formerly known as the 1985 Stock Option Plan) for the year ended December 31,
2005. Copies of the Company’s 2005 Annual Report to Shareholders and its 2006 Notice

of Annual Meeting and Proxy Statement will be forwarded to you as soon as they are
available.

Sincerely,

CJR:Imw
Encl.

Jj\linda\finance\WUTC\2006\tr-UG-030290-SOP
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In the Matter of the Application of <

Cause No. UG-030290
NORTHWEST NATURAL GAS COMPANY

Report of Restated Stock Option Plan
for an Order Establishing Compliance with (formerly known as the 1985 Stock
RCW 80.08.040 with Respect to the Issuance ) Option Plan)
and Sale of Common Stock Pursuant to its
Restated Stock Option Plan

N N

On February 28, 2003, Northwest Natural Gas Company (the Company) filed a statement of a
planned securities issuance with the Washington Utilities and Transportation Commission (the Commission)

under the provisions of RCW Chapter 80.08 for an order authorizing the Company to issue and sell, from time
to time, an additional 1,200,000 shares of its Common Stock, $3 1/6 par value per share, pursuant to options

granted or to be granted to officers and other key employees under the Restated Stock Option Plan, formerly
known as the 1985 Stock Option Plan (the Plan).

On March 26, 2003, the Commission entered its Order Establishing Compliance with RCW
80.08.040 in the above-entitled Docket authorizing the Company to issue and sell an additional 1,200,000
shares of Common Stock pursuant to the Plan.

On July 27, 2005, non-statutory options to purchase 6,000 shares were granted to one
executive at a price of $38.30; and on December 14, 2005, 3,000 shares were granted to one employee at a

price of $34.95. In each case, the option price was 100% of the fair market value of the Common Stock on
the date preceding the grant. No additional options have been granted.

The attachments, including a summary of stock option activity in 2005 and details of stock
option grants and exercises, are submitted pursuant to Paragraph 8 of the Commission’s Order dated
March 26, 2003.

No SARs were exercised by employees during 2005.

IN WITNESS WHEREOF, | have hereunto affixed my hand and the corporate seal of
Northwest Natural Gas Company this 1% day of February 2006.

(SEAL) @7@'\

C.J. Ru¢
Secretary of Northwest Natural Gas Company

Subscribed to and sworn to before me this 1% day of February 2006.

OFFICIAL SEAL
LINDA M. WARRE%IN - /
BE  NOTARY PUBLIC-OREG C/
%9/ COMMISSION NO. 381962 ' f ZAA LI
MY COMMISSION EXPIRES JUNE 21, 2008 tary Public for Oregon

My Commission Expires: 6/21/08

jNinda\Finance\WUTC\2006\FR-86-142 -Rpt of Stock Plan



Stock Option Activity: NW Natural 12/31/2005
Stock Options Weighted Average
Exercise Price
Outstanding as of 1/1/2005 431,470 $28.38
Issued 9,000 $37.18
Exercised 121,170 $26.59
Forfeited 10,800 $30.79
Expired 0
Outstanding as of 12/31/2005 308,500 $29.26
Shares execisable as of 12/31/2005 189,500 $27.63
Outstanding: Weighted Average
Range of Stock Options Weighted Average Remaining
Exercise Prices Outstanding Exercise Price Contractual Life
$20.25 $38.30 308,500 $29.26 6.80
308,500 $29.26 6.80
Exercisable:
Range of Stock Options Weighted Average
Exercise Prices Exercisable Exercise Price
$20.25 $38.30 189,500 $27.63
189,500 $27.63

The weighted-average fair value for options issued during period specified was

the Black-Scholes option valuation model with the following weighted-average assumptions:

2005
Expected Life in Years 7.03
Volatility 27.04%
Interest Rate 4.22%
Yield Rate 0.00%

1/31/2006

Stock Option Activity Report
Created using Option Tracker by MITI

and was estimated using

Page 1 of 1
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