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Attention: Supervisor of Utility Finance
Ladies and Gentlemen:
Re: Docket No. UG-030290
Pursuant to Paragraph 8 of the Commission’s Order dated March 26, 2003

in the above-referenced Docket, 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, 2009.
Sincerely, W
: MardiLLyn Saathoff

MYS:nkb
Encl.




BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

In the Matter of the Application of

Cause No. UG-030290 '
NORTHWEST NATURAL GAS COMPANY B
Report of Restated Stock- Opflorr Pla
(formerly known as the 1985 Stock
Option Plan) - Ll

for an Order Establishing Compliance with
RCW 80.08.040 with Respect to the Issuance
and Sale of Common Stock Pursuant to its
Restated Stock Option Plan
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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, 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 February 25, 2009, non-statutory options to purchase 111,750 shares were granted to 76
employees at a price of $41.15 per share. The option price was 100% of the fair market value of the
Common Stock on the date of grant. No additional options have been granted.

In 2009, the Company issued 23,225 shares of its Common Stock under the Plan. The
average employee purchase price per share was $30.92, with net proceeds of $718,088.25. There were no
expenses associated with the Plan in 2009. The net proceeds were applied towards the acquisition of
property, the construction, completion, extension, or improvement of its facilities, the improvement or
maintenance of its service, or the discharge or refunding of its obligations, pursuant to RCW 80.08.030. No

securities were retired, refunded, repurchased, or otherwise removed from the utility's capitalization under this
. Plan in 2009.




Copies of the Restated Stock Option Plan and the Non-Statutory Stock Option Agreement are
submitted pursuant to Paragraph 8 of the Commission’s Order dated March 26, 2003.

IN WITNESS WHEREOF, | have hereunto affixed my hand and the corporate seal of
Northwest Natural Gas Company this 29th day of January 2010.

(SEAL)

Chief Governance Officer and@orporate Secretary

Subscribed to and sworn to before me this 29th day of January 2010.

W O%W@éobaz

Notary Public for Oregon
My Commission Expires: 02.C.53,00/0

W
NOTARY
ND. 411111
MY COMMISSION DEC. 23, 2010

Fan




NORTHWEST NATURAL GAS COMPANY
RESTATED STOCK OPTION PLAN
(as amended as of December 14, 2006)

1. Purpose. The purpose of this Restated Stock Option Plan, formerly referred to as
the 1985 Stock Option Plan (the “Plan”), is to enable Northwest Natural Gas Company (the
“Company”) to attract and retain experienced and able employees and to provide additional
incentive to these employees to exert their best efforts for the Company and its shareholders.

2. Shares Subject to the Plan. Except as provided in paragraph 10, the total
number of shares of the Company’s Common Stock, $3-1/6 par value per share (“Common
Stock”), covered by all options granted under the Plan shail not exceed 2,400,000 authorized but
unissued or reacquired shares. If any option under the Plan expires or is cancelled or terminated
and is unexercised in whole or in part, the shares allocable to the unexercised portion shall again
become available for options under the Plan.

3. Duration of the Plan. The Plan shall continue until options have been granted
and exercised with respect to all of the shares available for the Plan under paragraph 2 (subject to
any adjustments under paragraph 10), unless sooner terminated by action of the Board of
Directors. The Board of Directors has the right to suspend or ‘terminate the Plan-at any time
except with respect to then outstanding options. -

4, Administration.

4.1  Board of Directors. The Plan shall be administered by the Board of
Directors, which shall determine and designate from time to time the employees to whom
options shall be granted and the number of shares, option price, the period of each option, the
time or times at which options may be exercised, and any other term of the grant, all of which
shall be set forth in an option agreement between the Company and the optionee. Subject to the
provisions of the Plan, the Board of Directors may from time to time adopt rules and regulations
relating to administration of the Plan, and the interpretation and construction of the provisions of
the Plan by the Board of Directors shall be final and conclusive.

4.2  Committee. The Board of Directors may delegate to any committee of the
Board of Directors (the “Committee”) any or all authority for administration of the Plan.
Members of the Committee are not eligible to receive an option pursuant to the Plan while on the
Committee. If a Committee is appointed, all references to the Board of Directors in the Plan
shall mean and relate to the Committee except (i) as otherwise provided by the Board of
Directors and (ii) that only the Board of Directors may terminate or amend the Plan as provided
in paragraphs 3 and 11.




5. Eligibility; Grants.

5.1  Eligibility. Options may be granted under the Plan only to officers and
other employees (including employees who are directors) of the Company or any parent or
subsidiary of the Company.

5.2  Grants. Options granted under the Plan may be Incentive Stock Options
as defined in §422 of the Internal Revenue Code of 1986, as amended (“IRC”), or Non-Statutory
Stock Options. A Non-Statutory Stock Option means an option other than an Incentive Stock
Option. The Board of Directors has the sole discretion to determine which options shall be
Incentive Stock Options and which options shall be Non-Statutory Stock Options, and, at the
time of grant, it shall specifically designate each option granted under the Plan as an Incentive
Stock Option or a Non-Statutory Stock Option. In the case of Incentive Stock Options, all terms
shall be consistent with the requirements of the IRC and applicable regulations. No Incentive
Stock Option may be granted under the Plan on or after the tenth anniversary of the last action by
the Board of Directors approving an increase in the number of shares available for issuance
under the Plan, which action was subsequently approved within 12 months by the shareholders.

6. Limitation on Amount of Grants. No employee may be granted options under
the Plan for more than 200,000 shares of Common Stock in any fiscal year.

7. Option Price. The option price per share under each option granted under the
Plan shall be determined by the Board of Directors, but the option price for an Incentive Stock
Option and a Non-Statutory Stock Option shall be not less than 100 percent of the fair market
value of the shares covered by the option on the date the option is granted. Except as otherwise
expressly provided, for purposes of the Plan, the fair market value shall be deemed to be the
closing sales price for the Common Stock as reported by the New York Stock Exchange and
published in the Wall Street Journal for the date the option is granted, or such other fair market
value of the Common Stock as determined by the Board of Directors of the Company.

8. Duration of Options. Each option granted under the Plan shall continue in effect
for the period fixed by the Board of Directors, except that no Incentive Stock Option shall be
exercisable after the expiration of 10 years from the date it is granted and no Non-Statutory
Stock Option shall be exercisable after the expiration of 10 years plus seven days from the date it
is granted.

9. Nonassignability. Except as otherwise provided by the Board of Directors, each
option granted under the Plan by its terms shall be nonassignable and nontransferable by the
optionee except by will or by the laws of descent and distribution of the state or country of the
optionee’s domicile at the time of death, and each option by its terms shall be exercisable during
the optionee’s lifetime only by the optionee.

10. Changes in Capital Structure. If the outstanding shares of Common Stock are
increased or decreased or changed into or exchanged for a different number or kind of shares or
other securities of the Company or of another corporation, by reason of any reorganization,
merger, consolidation, plan of exchange, recapitalization, reclassification, stock split-up,
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combination of shares, or dividend payable in shares, appropriate adjustment shall be made by
the Board of Directors in the number and kind of shares for the purchase of which options may
be granted under the Plan and in all other share amounts set forth in the Plan. Any such
adjustment made by the Board of Directors shall be conclusive.

11.  Amendment of Plan. The Board of Directors may at any time and from time to
time modify or amend the Plan in such respects as it deems advisable because of changes in the
law while the Plan is in effect or for any other reason. After the Plan has been approved by the
shareholders and except as provided in the applicable option agreement, however, no change in
an option already granted to an employee shall be made without the written consent of such
employee. Furthermore, unless approved at an annual meeting or a special meeting by a vote of
shareholders in accordance with Oregon law, no amendment or change shall be made in the Plan
(a) increasing the total number of shares which may be purchased under the Plan, (b) changing
the minimum purchase price specified in the Plan, (c) increasing the maximum option period, or
(d) materially modifying the requirements for eligibility for participation in the Plan.

12.  Approvals. The obligations of the Company under the Plan are subject to the
approval of the Oregon Public Utility Commission, the Washington Utilities and Transportation
Commission, and such other state and federal authorities or agencies with jurisdiction in the
matter. The Company will use its best efforts to take steps required by state or federal law or
applicable regulations, including rules and regulations of the Securities and Exchange
Commission and any stock exchange on which the Company’s shares may then be listed, in
connection with the granting of any option under the Plan, the issuance or sale of any shares
purchased on exercise of any option under the Plan, or the listing of such shares on said
exchange. The foregoing notwithstanding, the Company shall not be obligated to issue or deliver
shares of Common Stock under the Plan if the Company is advised by its legal counsel that such
issuance or delivery would violate applicable state or federal laws. The Company shall not be
obligated to register shares issuable on exercise of options under the Securities Act of 1933.

13.  Employment Rights. Nothing in the Plan or any option granted pursuant to the
Plan shall confer on any optionee any right to be continued in the employment of the Company
or to interfere in any way with the right of the Company by whom such optionee is employed to
terminate such optionee’s employment at any time, with or without cause.
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NON-STATUTORY STOCK OPTION AGREEMENT
‘ RESTATED STOCK OPTION PLAN

THIS AGREEMENT is made as of the 25™ day of February 2009, between Northwest
Natural Gas Company, an Oregon corporation (the “Company”), and «FirstName»
«Middlelnitial» «LastName» (the “Optionee”).

Pursuant to the Company’s Restated Stock Option Plan (the “Plan”), the Organization
and Executive Compensation Committee of the Board of Directors (the “Committee”) has voted
to grant the Optionee an option to purchase common stock of the Company (“Common Stock™)
in the amount indicated below. In consideration of the promises and mutual covenants herein
contained, the Company and the Optionee agree as follows:

1. Option Grant. The Company grants to the Optionee on the terms and conditions
stated below the right and option (the “Option”) to purchase an aggregate of «Shares» shares of
the Company’s authorized but unissued or reacquired Common Stock at a price of $41.15 per
share. The Option is a Non-Statutory Stock Option as defined in the Plan.

2. Terms. The Option is granted on the following terms:

2.1  Duration of Option. Subject to reductions in the Option period as
provided in section 2.5, the Option shall continue in effect for 10 years and seven days from the
‘ date hereof.

2.2  Vesting. Except as provided in section 2.5, the Option shall not be
exercisable for any shares in the first year after the date hereof and thereafter may be exercised
from time to time in the amounts as set forth on attached Schedule A.

2.3  Limitations on Rights to Exercise. Except as provided in section 2.5, the
Option may not be exercised unless when exercised the Optionee is employed by the Company
and shall have been so employed continuously since the Option was granted. For purposes of
this Agreement, the Optionee is considered to be employed by the Company if the Optionee is
employed by any parent or subsidiary of the Company. Absence on leave or on account of
illness or disability under rules established by the Committee shall not be deemed an interruption
of employment for this purpose. Vesting of the Option as set forth on Schedule A shall continue
during a medical, family or military leave of absence, whether paid or unpaid, and vesting of the
Option shall be suspended during any other unpaid leave of absence.

24  Nonassignability. The Option is nonassignable and nontransferable by
the Optionee except by will or by the laws of descent and distribution of the state or country of
the Optionee’s domicile at the time of death, and it is exercisable during the Optionee’s lifetime
only by the Optionee.
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25  Termination of Employment.

(a) General Rule. If employment of the Optionee by the Company is
terminated for any reason other than in the circumstances specified in subsection (b) below, the
Option may be exercised at any time prior to its expiration date or the expiration of three months
after the date of termination of employment, whichever is the shorter period, but only if and to
the extent the Optionee was entitled to exercise the Option on the date of termination.

(b) Termination because of Retirement, Death or Total Disability.
If the Optionee’s employment by the Company is terminated because of retirement (as defined in
the Company’s Retirement Plan for Non-Bargaining Unit Employees), the Option may be
exercised for all remaining shares subject thereto, free of any limitation on the number of shares
for which the Option may be exercised in any period, at any time prior to its expiration date or
the expiration of 36 months after the date of termination, whichever is the shorter period. If the
Optionee’s employment by the Company is terminated because of death or total disability (as
defined below), the Option may be exercised for all remaining shares subject thereto, free of any
limitation on the number of shares for which the Option may be exercised in any period, at any
time prior to its expiration date or the expiration of 12 months after the date of termination,
whichever is the shorter period. If the Optionee’s employment is terminated by death, the Option
shall be exercisable only by the person or persons to whom the Optionee’s rights under the
Option shall pass by the Optionee’s will or by the laws of descent and distribution of the state or
country of the Optionee’s domicile at the time of death. The term “total disability” means a
medically determinable mental or physical impairment that is expected to result in death or has
lasted or is expected to last for a continuous period of 12 months or more and that, in the opinion
of the Company and two independent physicians, causes the Optionee to be unable to perform
duties as an employee, director, or officer of the Company and unable to be engaged in any
substantial gainful activity. Total disability shall be deemed to have occurred on the first day
after the two independent physicians have furnished their written opinion of total disability to the
Company and the Company has reached an opinion of total disability.

©) Failure to Exercise Option. In the event of the termination of
employment of the Optionee, to the extent the Option is not exercised within the limited periods
provided above, all further rights to purchase shares pursuant to the Option shall terminate at the
expiration of such periods.

26 Purchase of Shares. Shares may be purchased or acquired pursuant to
the Option only by notice in writing from the Optionee to the Company of the Optionee’s
binding commitment to exercise the Option, specifying the number of shares the Optionee will
purchase and the date on which the Optionee will complete the transaction, which may not be
more than 30 days after delivery of the notice. On or before the date specified for completion of
the purchase, the Optionee must pay the Company the full purchase price in cash (or by check),
in shares of Common Stock previously acquired by the Optionee and held for at least six months,
valued at fair market value, or in any combination of cash (or check) and shares of Common
Stock. Payment in shares of Common Stock may be made by delivery to the Company of (a)
certificate(s) representing the shares or (b) an attestation in a form acceptable to the Company
regarding shares that are deemed delivered to the Company. For purposes of this paragraph, the
fair market value shall be deemed to be the closing price for the Common Stock as reported on
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the New York Stock Exchange and published in the Wall Street Journal for the day preceding the
date specified for completion of the purchase, or such other fair market value of the Common
Stock as determined by the Committee. The Optionee shall, on notification of the amount due, if
any, and prior to or concurrently with delivery of the certificates representing the shares
purchased, pay to the Company amounts necessary to satisfy any applicable federal, state, and
local withholding tax requirements. If additional withholding becomes required beyond any
amount deposited before delivery of the certificates, the Optionee shall pay such amount to the
Company on demand. In the absence of such payment, the Company may withhold such amount
from any funds owed by the Company to the Optionee.

2.7  Changes in Capital Structure.

(a) Stock Splits, Stock Dividends. If the outstanding Common Stock
of the Company is hereafter increased or decreased or changed into or exchanged for a different
number or kind of shares or other securities of the Company by reason of any stock split,
combination of shares, dividend payable in shares, recapitalization or reclassification,
appropriate adjustment shall be made by the Company in (i) the number and kind of shares
subject to the Option, or the unexercised portion thereof, and (ii) the Option price per share, so
that the Optionee’s proportionate interest before and after the occurrence of the event is
maintained. Notwithstanding the foregoing, the Company shall have no obligation to effect any
adjustment that would or might result in the issuance of fractional shares, and any fractional
shares resulting from any adjustment may be disregarded or provided for in any manner
determined by the Company. Any such adjustments made by the Company shall be conclusive.

(b)  Mergers, Reorganizations, Etc. In the event of a merger,
consolidation, plan of exchange, acquisition of property or stock, split-up, split-off, spin-off,
reorganization or liquidation to which the Company is a party or any sale, lease, exchange or
other transfer (in one transaction or a series of related transactions) of all, or substantially all, of
the assets of the Company (each, a “Transaction”), the Company shall, in its sole discretion and
to the extent possible under the structure of the Transaction, select one of the following
alternatives for treating the Option:

) The Option shall remain in effect in accordance with its
terms.

(ii)  The Option shall be converted into an option to purchase
stock in one or more of the corporations, including the Company, that are the surviving or
acquiring corporations in the Transaction. The amount, type of securities subject thereto and
exercise price of the converted Options shall be determined by the Company, taking into account
the relative values of the companies involved in the Transaction and the exchange rate, if any,
used in determining shares of the surviving corporation(s) to be held by holders of shares of the
Company following the Transaction. The converted Option shall be vested only to the extent
that the vesting requirements relating to the Option have been satisfied.

(iii) The Company shall provide a period of 30 days or less
before the completion of the Transaction during which the Option may be exercised in full
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notwithstanding section 2.2, and upon the expiration of that period, the Option shall immediately
terminate.

(c) Dissolution. In the event of the dissolution of the Company, the
Company shall provide a period of 30 days or less before the dissolution of the Company during
which the Option may be exercised in full notwithstanding section 2.2, and upon the expiration
of that period, the Option shall immediately terminate.

3. Conditions on Obligations. The obligations of the Company under this
Agreement are expressly made subject to the approval of the Oregon Public Utility Commission,
the Washington Utilities and Transportation Commission, and other state or federal authorities or
agencies with jurisdiction in the matter. The Company will use its best efforts to take steps
required by state or federal law or applicable regulations, including rules and regulations of the
Securities and Exchange Commission and any stock exchange on which the Company’s shares
may then be listed, in connection with the issuance or sale of any shares purchased on the
exercise of the Option. The foregoing notwithstanding, the Company shall not be obligated to
issue or deliver shares of Common Stock if the Company is advised by its legal counsel that such
issuance or delivery would violate applicable state or federal laws. The Company shall not be
obligated to register shares issuable on exercise of the Option under the Securities Act of 1933.

4. No Right to Employment. Nothing in the Plan or this Agreement shall confer on
the Optionee any right to be continued in the employment of the Company, or shall interfere in
any way with the right of the Company to terminate the Optionee’s employment at any time, for
any reason, with or without cause.

5. Successors of the Company. This Agreement shall be binding upon and shall
inure to the benefit of any successor or successors of the Company but except as hereinabove
provided the Option granted shall not be assigned or otherwise disposed of by the Optionee.

6. Notices. Any notices under this Agreement must be in writing and will be
effective when actually delivered or, if mailed, three days after deposit into the United States
mail by registered or certified mail, postage prepaid. Notices shall be directed to the Company,
Attention: Corporate Secretary, at its principal executive offices or to the Optionee at the address
of the Optionee in the Company’s records, or to such other address as a party may designate by
10 days’ advance notice to the other party.

7. Rights as a Shareholder. The Optionee shall have no rights as a shareholder
with respect to any shares of Common Stock until the date the Optionee becomes the holder of
record of those shares. No adjustment shall be made for dividends or other rights for which the
record date occurs before the date the Optionee becomes the holder of record.

8. Amendments. The Company may at any time amend this Agreement if the
amendment does not adversely affect the Optionee. Otherwise, this Agreement may not be
amended without the written consent of the Optionee and the Company.

9. Governing Law. This Agreement shall be governed by the laws of the state of
Oregon, without regard to conflicts of law provisions.
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the Optionee and the Company, both oral and written concerning the matters addressed herein,
and all prior agreements or representations concerning the matters addressed herein, whether
written or oral, express or implied, are terminated and of no further effect.

l 10.  Complete Agreement. This Agreement constitutes the entire agreement between

IN WITNESS WHEREQF, the parties have executed this Non-Statutory Stock Option
Agreement in duplicate as of the day and year first written above.

NORTHWEST NATURAL GAS COMPANY

By:

Senior Vice President

Optionee
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