BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

	_____________________________________

)

In the Matter of the Request of


)

)

NORTHWEST NATURAL GAS COMPANY
)

)

for an Order Establishing Compliance With 
)

RCW 80.08.040 With Respect to the Proposed
)

Issuance and Sale of Not More Than an

)

Additional $150,000,000 Principal Amount 
)

of Medium-Term Notes, Series B


)








)


	                   FIRST

          SUPPLEMENTAL

            APPLICATION

       DOCKET NO. 020986


Northwest Natural Gas Company (“NW Natural” or “the Company”) previously filed in this docket an Application (the “Application”) describing the Company’s proposal to issue and sell from time-to-time, pursuant to a Shelf Registration with the Securities and Exchange Commission (the “SEC”), not more than an additional $150,000,000 aggregate principal amount of its Medium-Term Notes, consisting of Secured Notes, Series B (First Mortgage Bonds) (the “Secured Notes”), and Unsecured Notes, Series B (the “Unsecured Notes”).  The Company by this reference incorporates the description of its proposal and the Shelf Registration, and the other information contained in the Application, into this First Supplemental Application. 

In its “Interpretive Statement Regarding Filing Requirements Prior to Issuance of Securities,” issued in Docket No. A-020334 on April 24, 2002 (the “Interpretative Statement”), this Commission clarified that a filing pursuant to RCW 80.08.040 and WAC 480-146-290 is not required when a public service company makes a shelf registration filing with the SEC.  Rather, the Commission said that companies were encouraged to time their filings so that reasonable specificity or detail would be available about the amount, type and terms of an issuance of securities, in order to ensure that regulated companies would provide the Commission with relevant and complete financing information on a timely basis.        

Consistent with the Interpretive Statement, NW Natural now respectfully requests in this First Supplemental Application that the Commission enter an order establishing compliance with RCW 80.08.040 and WAC 480-146-290 with respect to the Company's proposed issuance and sale of up to $40,000,000 of debt securities, as follows.

1. Designate the type of security or securities the company expects to issue:

Secured Notes

2. Specify the purpose or purposes for which the company expects to use the proceeds of the issue.

The Company expects to use a portion of the proceeds of the issue to repay short-term debt undertaken to repay maturing long-term debt securities (the $20,000,000 principal amount of the 5.55% Series of Secured Notes due Nov. 12, 2002) and the balance of the proceeds to repay short-term debt undertaken to redeem the $25,000,000 principal amount of the $6.95 Series of Redeemable Preference Stock on Dec. 31, 2002. 

3. Describe the proposed issuance or issuances including the estimated range of amounts and estimated terms. 

Under NW Natural’s financing plan for the next several months as approved by the Finance Committee of the Board of Directors in September 2002, the Company will post with agents to sell up to $40,000,000 of Secured Notes, Series B, from the new $150,000,000 Medium-Term Note Shelf Registration during the period ending March 31, 2003.

The proposed maturity or maturities of the Notes will be either five years, 10 years or 30 years, with the actual maturity or maturities to be determined based on market conditions and the maturities of the Company’s other outstanding debt.  The Company will assess market conditions at each of the potential maturities and seek to determine where spreads over Treasury securities are relatively more attractive (lower), indicating more demand from MTN investors.  The Company also will seek to select maturities for the Notes such that an unusually high amount of long-term debt will not mature in any given year.  The Company’s current long-term debt maturity schedule is shown in the following graph.
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Based upon recent advice from the Company’s MTN agents (Merrill Lynch, UBS Warburg, Banc One Capital Markets and US Bank Piper Jaffray) in the context of current market conditions, we estimate that spreads over the respective Treasury securities for A-rated secured MTNs should be less than 110 basis points for a five-year Note, 120 basis points for a 10-year Note or 130 basis points for a 30-year Note.

There will be no sinking fund requirements or put options for investors in connection with the sale of the Notes covered under this supplemental application. The actual interest rates, maturities and other redemption provisions (if any), and other terms and conditions of the Notes, will be established in accordance with procedures set forth in the Mortgage and the Twentieth Supplemental Indenture thereto, as described in the Application.  The offering price, agent's commission, and other terms of each issuance of Notes will be determined at the time of sale. 

4. State why the issuance is in the public interest.

NW Natural believes that the facts set forth herein and in the Application show that the proposed issuance and sale of the Notes is for a lawful object within the corporate purposes of the Company and is compatible with the public interest; that said object is necessary or appropriate for or consistent with the proper performance by the Company of service as a public utility; and that the issuance and sale of the Notes is reasonably necessary or appropriate for such purpose.

The financing plan described in this supplemental application is consistent with NW Natural’s objectives to maintain a capital structure containing 45 to 50 percent common equity and to maintain investment-grade credit ratings.  The Company’s Secured Notes currently are rated “A2” by Moody’s, “A” by Standard & Poor’s and “A” by Fitch, with stable credit outlooks.  The following table sets forth the Company’s capital structure at Sept. 30, 2002, along with its pro forma capital structure assuming the issuance of the full $40,000,000 of Secured Notes and the repayment of long-term debt that matured in November 2002.

	
	Capital Structure at Sept. 30, 2002

($000)
	Percent

of Total
	Pro Forma Financings

($000)
	Pro Forma Capital Structure with Financings

($000)
	Percent

 of Total

	Common equity
	$475,081
	47.8
	
	$475,081
	46.8

	Preferred and preference stock
	33,250
	3.3
	
	33,250
	3.3

	Long-term debt
	446,033
	44.9
	$40,000
	486,033
	47.9

	Long-term debt due within one year
	40,000
	4.0
	(20,000)
	20,000
	2.0

	Short-term notes payable
	0
	0.0
	
	0
	0.0

	     Total
	$994,364
	100.0
	$20,000
	$1,014,364
	100.0


As stated in the Application, the advantages of a Medium-Term Note Program are that it enables the Company to issue small tranches of debt at rates which often will be below those required for larger underwritten issues; to enter the market on a daily basis to take advantage of yield curve opportunities; to manage its financing program in light of market changes; to balance the maturities of its debt securities; and to average interest costs.  Decisions can be made with the benefit of an immediate evaluation of financing costs.  The Notes can be issued precisely when funds are required, eliminating both the need for interim financing in the floating rate markets and the reinvestment risk associated with financing in anticipation of capital requirements.

NW Natural submits that it is in the public interest for the Company to have the degree of flexibility in finalizing terms for the Notes as is described in this supplemental application.  The $40,000,000 of new debt represents less than 10 percent of NW Natural’s current long-term debt outstanding, so the new issue or issues of MTNs will not have a large impact on the Company’s weighted average cost of debt.  Similarly, the small amount of new debt will have a limited impact on the weighted maturity of NW Natural’s long-term debt liabilities.  The current weighted maturity of approximately 15.9 years would increase to only 16.9 years if all $40,000,000 of MTNs were issued for 30 years, or would decrease to only 15.4 years if all $40,000,000 were issued for five years.

The Board of Directors has delegated to the Finance Committee of the Board the authority to determine the principal amount, interest rate, maturity, sinking fund, put or call provisions and other terms and conditions of each issue of the Notes to be sold, including whether they will be Secured Notes or Unsecured Notes, and the price and other terms of their sale.  The Finance Committee in turn has delegated such authority to the officers of the Company.  Neither the Board of Directors nor the Finance Committee of the Board approves the specific terms of a sale of Notes immediately in advance of the sale, so there are no term sheets, offering circulars or meeting minutes yet available that state the specific terms of an offering.

Accordingly, pursuant to RCW 80.08.040(4), NW Natural respectfully requests a written order by the Commission establishing the Company’s compliance with RCW 80.08.040 and WAC 480-146-290, so that it may undertake an issuance or issuances of securities within the parameters described in this First Supplemental Application without further order of the Commission. 

The undersigned certifies, under penalties of perjury as provided in RCW 9A.72, that he has read the foregoing application and knows the contents thereof and that the same are true to the best of his own knowledge or belief.

DATED at Portland, Oregon this ___th day of December 2002.

NORTHWEST NATURAL GAS COMPANY

By







Bruce R. DeBolt

Title:
Senior Vice President and 

Chief Financial Officer

� EMBED PowerPoint.Slide.8  ���








�The pro forma capital structure set forth in the table is not a projection of the Company’s actual capital structure at March 31, 2003.  Besides the financings described in this supplemental application, the actual capital structure at that date is expected to reflect an increase in common equity, the mandatory redemption of $25,000,000 in preference stock at Dec. 31, 2002, a change in the amount of long-term debt due within one year and an increase in notes payable.       
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			Year			Medium-Term Notes


						Maturities			Call Options			Put Options


			2002.0			40.0						10.0			6.80% Series due 2007


			2003.0			20.0			35.0						7.25%, 7.50% and 7.52% Series due 2023


			2004.0			0.0


			2005.0			15.0						10.0			6.52% Series due 2025


			2006.0			8.0


			2007.0			30.0						20.0			7.0% Series due 2027


			2008.0			5.0						20.0			7.05% Series due 2026


			2009.0			0.0						20.0			6.65% Series due 2027


			2010.0			25.0


			2011.0			10.0


			2012.0			48.377


			2013.0			0.0


			2014.0			10.0


			2015.0			0.0


			2016.0			0.0


			2017.0			40.0


			2018.0			22.0
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			2028.0			10.0
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COST OF CAP


			NORTHWEST NATURAL GAS COMPANY


			COST OF CAPITAL COMPUTATION Oregon


			YEAR ENDED   MARCH 31, 2000


												COST OF


			LINE									MONEY BOND						VALUE						WEIGHTED


			NO.			TYPE OF ISSUE						TABLE						OUTSTANDING						COST


						FIRST MORTGAGE BONDS, DEBENTURES AND


						AND MEDIUM-TERM NOTES


			1.			9 3/4% Series due 2015						10.033%						$50,000,000						$5,016,500


			2.			5.96% Series due 2000						6.645%						$5,000,000						$332,250


			3.			5.98% Series due 2000						6.665%						$5,000,000						$333,250


			4.			6.34% Series due 2005						7.163%						$5,000,000						$358,150


			5.			6.38% Series due 2005						6.489%						$5,000,000						$324,450


			6.			6.40% Series due 2003						7.197%						$20,000,000						$1,439,400


			7.			6.45% Series due 2005						7.279%						$5,000,000						$363,950


			8.			6.50% Series due 2008						6.601%						$5,000,000						$330,050


			9.			7.25% Series due 2023						7.335%						$20,000,000						$1,467,000


			10.			7.50% Series due 2023						8.964%						$4,000,000						$358,560


			11.0			7.52% Series due 2023						8.987%						$11,000,000						$988,570


			12.0			8.05% Series due 2002						8.203%						$10,000,000						$820,300


			13.0			9.05% Series due 2021						9.163%						$10,000,000						$916,300


			14.0			8.31% Series due 2019						9.479%						$10,000,000						$947,900


			15.0			8.26% Series due 2014						9.260%						$10,000,000						$926,000


			16.0			6.52% Series due 2025						6.589%						$10,000,000						$658,900


			17.0			8.47% Series due 2001						8.625%						$10,000,000						$862,500


			18.0			7.05% Series due 2026						7.121%						$20,000,000						$1,424,200


			19.0			7.00% Series due 2027						7.062%						$20,000,000						$1,412,400


			20.0			6.80% Series due 2007						6.878%						$10,000,000						$687,800


			21.0			7.00% Series due 2017						7.089%						$40,000,000						$2,835,600


			22.0			6.65% Series due 2027						6.713%						$20,000,000						$1,342,600


			23.0			6.60% Series due 2018						7.181%						$22,000,000						$1,579,820


			24.0			6.65% Series due 2028						6.727%						$10,000,000						$672,700


			25.0			5.55% Series due 2002						5.748%						$20,000,000						$1,149,600


			26.0			6.62% Series due 2001						7.081%						$10,000,000						$708,100


			27.0			6.75% Series due 2002						7.012%						$10,000,000						$701,200


			28.0			7.63% Series due 2019						7.727%						$20,000,000						$1,545,400


			29.0			7 1/4 % Series Debentures due 2012						7.737%						$9,276,000						$717,684


						Sub-total												$406,276,000						$31,221,134


						Weighted Average Cost of Money																		7.685%


						SHORT-TERM DEBT & MATURITIES


			30.0			Net Investments/borrowings(13-month average)						5.388%						$62,350,000						$3,359,418


			31.0			Sub-total												$62,350,000						$3,359,418


						Weighted Average Cost of Money																		5.388%


						PREFERRED AND PREFERENCE STOCK


			32.0			$4.75 Preferred Series						4.837%						64,300						$3,110


			33.0			$6.95 Preference Series						7.030%						25,000,000						$1,757,477


			34.0			$7.125 Preferred Series						7.161%						10,500,000						$751,905


						Sub-total												$35,564,300						$2,512,492


						Weighted Average Cost of Money																		7.065%


						COMMON STOCK EQUITY


			35.0			Common at $3 1/6												$449,615,088


						Weighted Average Cost of Money												$458,042,294						10.250%


						TOTAL												$953,805,388
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																																										NORTHWEST NATURAL GAS COMPANY																																																																																																																																																															NORTHWEST NATURAL GAS COMPANY


																																	EMBEDDED COST OF LONG-TERM DEBT CAPITAL AT																																																						MARCH 31, 2000																																																																																																																		EMBEDDED COST OF LONG-TERM DEBT


																																																																					Underwriter's																																																																																																																																				MARCH 31, 2000


																																																			Premium or Discount																		Commission																		Expense of  Issue																		Net Proceeds																		Original									Cost of									Annual																																																																																																																		$9 1/8			Medium Term Notes


									Description																																																			Per $ 100																		Per $ 100																		Per $ 100																		Per $100									Term to									Money									Cost Out-																																																																																										Net Proceeds																					1995			1000.0			0.0


			ln.						of									Date						Maturity																																				Principal																		Principal																		Principal																		Principal									Maturity									(Bond									standing																																																																																																Per $100															1996			1000.0			20000.0


			#						Issue									Issued						Date									Outstanding									Offered									Amount									Amount									Amount									Amount									Amount									Amount									Amount									Amount									Yrs.									Table)									Debt																																																																		Date						Maturity						Total Value																		Principal						Cost of									1997			1000.0			25000.0


									(a)									(b)						(c)									(d)									(e)									(f)									(g)									(h)									(i)									(j)									(k)									(l)									(m)									(n)									(o)									(p)																																																												Description						Issued						Date						Outstanding						Offered						Amount						Amount						Money									1998			1000.0			15000.0


									First Mortgage Bonds																																																																														[1]																																																																																																																																																																					1999			1000.0			10000.0


			1						9-3/4%  Series									7/90						7/15									50,000,000									50,000,000									(252,500)									0.51									275,000									0.55									760,487									1.52									48,712,013									97.424									25									10.033%									5,016,500																																																												Long-Term Debt:																																																			2000			1000.0			10000.0


									Medium-Term Notes																																																																																																																																																																																																First Mortgage Bonds																																																			2001			1000.0			10000.0


									First Mortgage Bonds:																																																																																																																																																																																																9-3/4%  Series						7/90						7/15						50,000,000						50,000,000						48,712,013						97.424						10.033%									2002			1000.0			10000.0


																																																																																							[2]


			2.0						5.96% Series									12/93						12/00									5,000,000									5,000,000									0.0									0.00									30,000									0.60									159,261									3.19									4,810,739									96.215									7									6.645%									332,250																																																																														$50,000,000						$50,000,000						$48,712,013																					2003			1000.0			20000.0


																																																																																							[2]																																																																																																																		Medium-Term Notes																																																			2004			1000.0			0.0


			3						5.98% Series									12/93						12/00									5,000,000									5,000,000									0.0									0.00									30,000									0.60									159,261									3.19									4,810,739									96.215									7									6.665%									333,250																																																												First Mortgage Bonds:


																																																																																							[3]																																																																																																																		5.96% Series						12/93						12/00						5,000,000						5,000,000						4,810,739						96.215						6.645%


			4.0						6.34% Series									7/93						7/05									5,000,000									5,000,000									0.0									0.00									31,250									0.63									296,537									5.93									4,672,213									93.444									12									7.163%									358,150


																																																																																																																																																																																																									5.98% Series						12/93						12/00						5,000,000						5,000,000						4,810,739						96.215						6.665%


			5.0						6.38% Series									7/93						7/05									5,000,000									5,000,000									0.0									0.00									31,250									0.63									13,823									0.28									4,954,927									99.099									12									6.489%									324,450


																																																																																							[3]																																																																																																																		8.05% Series						4/92						4/02						10,000,000						10,000,000						9,897,168						98.972						8.203%


			6.0						6.40% Series									7/93						6/03									20,000,000									20,000,000									0.0									0.00									120,000									0.60									997,673									4.99									18,882,327									94.412									10									7.197%									1,439,400


																																																																																							[3]																																																																																																																		6.40% Series						7/93						6/03						20,000,000						20,000,000						18,882,327						94.412						7.197%


			7.0						6.45% Series									7/93						7/05									5,000,000									5,000,000									0.0									0.00									31,250									0.63									296,537									5.93									4,672,213									93.444									12									7.279%									363,950


																																																																																																																																																																																																									6.34% Series						7/93						7/05						5,000,000						5,000,000						4,672,213						93.444						7.163%


			8.0						6.50% Series									7/93						7/08									5,000,000									5,000,000									0.0									0.00									33,750									0.68									13,823									0.28									4,952,427									99.049									15									6.601%									330,050


																																																																																																																																																																																																									6.38% Series						7/93						7/05						5,000,000						5,000,000						4,954,927						99.099						6.489%


			9.0						7.25% Series									8/93						8/23									20,000,000									20,000,000									0.0									0.00									150,000									0.75									55,292									0.28									19,794,708									98.974									30									7.335%									1,467,000


																																																																																							[3]																																																																																																																		6.45% Series						7/93						7/05						5,000,000						5,000,000						4,672,213						93.444						7.279%


			10						7.50% Series									7/93						6/23									4,000,000									4,000,000									0.0									0.00									30,000									0.75									576,486									14.41									3,393,514									84.838									30									8.964%									358,560


																																																																																							[3]																																																																																																																		6.80% Series						5/97						5/07						10,000,000						10,000,000						9,943,870						99.439						6.878%


			11						7.52% Series									7/93						6/23									11,000,000									11,000,000									0.0									0.00									82,500									0.75									1,585,339									14.41									9,332,161									84.838									30									8.987%									988,570


																																																																																							[4]																																																																																																																		6.50% Series						7/93						7/08						5,000,000						5,000,000						4,952,427						99.049						6.601%


			12						8.05% Series									4/92						4/02									10,000,000									10,000,000									0.0									0.00									62,500									0.63									40,332									0.40									9,897,168									98.972									10									8.203%									820,300


																																																																																																																																																																																																									8.26% Series						9/94						9/14						10,000,000						10,000,000						9,096,631						90.966						9.260%


			13						9.05% Series									8/91						8/21									10,000,000									10,000,000									0									0.00									75,000									0.75									40,333									0.40									9,884,667									98.847									30									9.163%									916,300


																																																																																							[2]																																																																																																																		7.00% Series						8/97						8/17						40,000,000						40,000,000						39,624,400						99.061						7.089%


			14						8.31% Series									9/94						9/19									10,000,000									10,000,000									0									0.00									40,000									0.40									1,071,757									10.72									8,888,243									88.882									25									9.479%									947,900


																																																																																							[2]																																																																																																																		6.60% Series						3/98						3/18						22,000,000						22,000,000						20,655,116						93.887						7.181%


			15						8.26% Series									9/94						9/14									10,000,000									10,000,000									0									0.00									40,000									0.40									863,369									8.63									9,096,631									90.966									20									9.260%									926,000


																																																																																																																																																																																																									8.31% Series						9/94						9/19						10,000,000						10,000,000						8,888,243						88.882						9.479%


			16						6.52% Series									12/95						12/25									10,000,000									10,000,000									0									0.00									62,500									0.63									27,646									0.28									9,909,854									99.099									30									6.589%									658,900


																																																																																																																																																																																																									9.05% Series						8/91						8/21						10,000,000						10,000,000						9,884,667						98.847						9.163%


			17						7.05% Series									10/96						10/26									20,000,000									20,000,000									0									0.00									125,000									0.63									50,940									0.25									19,824,060									99.120									30									7.121%									1,424,200


																																																																																																																																																																																																									7.50% Series						7/93						6/23						4,000,000						4,000,000						3,393,514						84.838						8.964%


			18						7.00% Series									5/97						5/27									20,000,000									20,000,000									0									0.00									125,000									0.63									28,906									0.14									19,846,094									99.230									30									7.062%									1,412,400


																																																																																																																																																																																																									7.52% Series						7/93						6/23						11,000,000						11,000,000						9,332,161						84.838						8.987%


			19						6.80% Series									5/97						5/07									10,000,000									10,000,000									(4,300)									0.04									45,700									0.46									6,130									0.06									9,943,870									99.439									10									6.878%									687,800


																																																																																																																																																																																																									7.25% Series						8/93						8/23						20,000,000						20,000,000						19,794,708						98.974						7.335%


			20						7.00% Series									8/97						8/17									40,000,000									40,000,000									0									0.00									300,000									0.75									75,600									0.19									39,624,400									99.061									20									7.089%									2,835,600


																																																																																																																																																																																																									6.52% Series						12/95						12/25						10,000,000						10,000,000						9,909,854						99.099						6.589%


			21						6.65% Series									11/97						11/27									20,000,000									20,000,000									0.0									0.00									125,000									0.63									37,800									0.19									19,837,200									99.186									30.0									6.713%									1,342,600


																																																																																							[5]																																																																																																																		7.05% Series						10/96						10/26						20,000,000						20,000,000						19,824,060						99.120						7.121%


			22						6.60% Series									3/98						3/18									22,000,000									22,000,000									0.0									0.00									165,000									0.75									1,179,884									5.36									20,655,116									93.887									20.0									7.181%									1,579,820


																																																																																																																																																																																																									7.00% Series						5/97						5/27						20,000,000						20,000,000						19,846,094						99.230						7.062%


			23						6.65% Series									6/98						6/28									10,000,000									10,000,000									0.0									0.00									75,000									0.75									23,300									0.23									9,901,700									99.017									30.0									6.727%									672,700


																																																																																																																																																																																																									6.65% Series						11/97						11/27						20,000,000						20,000,000						19,837,200						99.186						6.713%


			24						5.55% Series									11/98						11/02									20,000,000									20,000,000									0.0									0.00									90,000									0.45									50,000									0.25									19,860,000									99.300									30.0									5.748%									1,149,600


																																																																																																																																																																																																									5.55% Series						11/98						11/02						20,000,000						20,000,000						19,860,000						99.300						5.748%


			25						6.62% Series									9/99						9/01									10,000,000									10,000,000									0.0									0.00									25,000									0.25									34,800									0.35									9,915,200									99.152									10.0									7.081%									708,100


																																																																																																																																																																																																									6.65% Series						6/98						6/28						10,000,000						10,000,000						9,901,700						99.017						6.727%


			26						6.75% Series									9/99						9/02									10,000,000									10,000,000									0.0									0.00									35,000									0.35									34,800									0.35									9,930,200									99.302									11.0									7.012%									701,200


																																																																																																																																																																																																									6.62% Series						9/99						9/01						10,000,000						10,000,000						9,915,200						99.152						7.081%


			27						7.63% Series									12/99						12/2019									20,000,000									20,000,000									0.0									0.00									150,000									0.75									45,421									0.23									19,804,579									99.023									11.0									7.727%									1,545,400


									Unsecured Notes:																																																																																																																																																																																																6.75% Series						9/99						9/02						10,000,000						10,000,000						9,930,200						99.302						7.012%


			28						8.47% Series									9/91						9/01									10,000,000									10,000,000									0									0.00									62,500									0.63									40,333									0.40									9,897,167									98.972									10									8.625%									862,500


																																																																																																																																																																																																									7.63% Series						12/99						12/2019						20,000,000						20,000,000						19,804,579						99.023						7.727%


									Convertible Debentures


			29						7-1/4% Series									1/87						3/12									9,276,000									15,000,000									0									0.00									675,000									4.50									130,777									0.87									14,194,223									94.628									25									7.737%									717,684																																																												Unsecured Notes:


																																																																																																																																																																																																									8.47% Series						9/91						9/01						10,000,000						10,000,000						9,897,167						98.972						8.625%


																																	$406,276,000									$412,000,000									($256,800)																		$3,123,200																		$8,696,647																		$399,898,353																		[1]									7.685%									$31,221,134


																																																																																																																																																																																																																											347,000,000						347,000,000						336,992,117


																																																																																																																																																																																																									Convertible Debentures


			WEIGHTED EMBEDDED COST:																														$31,221,134						/			$406,276,000									EQUALS  =									7.685%																																																																																																																																													7-1/4% Series						1/87						3/12						9,276,000						15,000,000						14,194,223						94.628						7.737%


			[1]  WEIGHTED EMBEDDED COST:						INCLUDES $584,322 ($3000,000+$247,322+$37,000) PREMIUM AND UNAMORTIZED COSTS AND TRUSTEE FEES ON EARLY REDEMPTION OF 15 3/4% SERIES BONDS.


			[2]  INCLUDES $2,170,710 ($1,122,210+$1,048,500) PREMIUM AND UMAMORTIZED COST ON EARLY REDEMPTION OF 9.8% SERIES BONDS ($145,438 ALLOCATED TO THE 5.96% SERIES,																																																																																																																																																																																																						Total																		$406,276,000						$412,000,000						$399,898,353												7.685%


			$145,438 ALLOCATED TO THE 5.98% Series, $835,723 ALLOCATED TO THE  8.26% Series AND $1,044,111 ALLOCATED TO THE 8.31% Series).


			[3]  INCLUDES $3,628,165 ($2,356,200 + $1,271,965) PREMIUM AND UNAMORTIZED COSTS ON EARLY REDEMPTION OF 9 3/8% SERIES BONDS ($282,714 ALLOCATED TO THE 6.34% SERIES,


			$942,381 ALLOCATED TO THE 6.4% SERIES, $282,714 ALLOCATED TO THE 6.45% SERIES, $565,428 ALLOCATED TO THE 7.5% SERIES AND $1,554,928 ALLOCATED TO THE 7.52% SERIES).


			[4]  INCLUDES $468,713 PREMIUM AND UNAMORTIZED COSTS ON EARLY REDEMPTION OF 10.35% SERIES BONDS ALLOCATED TO THE 7.69% SERIES.


			[5]  INCLUDES $910,800 PREMIUM AND $222,664 UNAMORTIZED COSTS ON EARLY REDEMPTION OF 9.125% SERIES BONDS ALLOCATED TO THE 6.60% SERIES.


																																																									NORTHWEST NATURAL GAS COMPANY


																																																			EMBEDDED COST OF PREFERRED AND PREFERENCE


																																																												CAPITAL AT


																																																												MARCH 31, 2000


																																																																					Underwriter's


																																																																					Commission			% of															Expense of Issue			% of															Net Proceeds																																				Equivalent


																																																																														% of																		% of																																				Effective									Cost


			ln.						Description																								Date									Total Value																																				Gross												Gross						Gross																		Per																		Cost of									Outstanding


			#						of Issue     [1]																								Issued									Outstanding									Offered																		Amount									Proceeds									Amount									Proceeds									Amount									Share																		Money [2]									Issues


									(a)																								(b)									(c)									(d)																		(e)									(f)									(g)									(h)									(i)									(j)																		(k)									(l)


			1						$4.75 Preferred Series


									(Stated Value $100)																								1/64									64,300									6,000,000																		75,000									1.25									33,267									0.55									5,891,733									98.196																		4.837%									3,108


			2						$6.95 Preference Series																																																																																																																																																																											NORTHWEST NATURAL GAS COMPANY


									(Stated Value $100)																								12/92									25,000,000									25,000,000																		156,250									0.63									127,920									0.51									24,715,830									98.863																		7.030%									1,757,500																																							Year Ended MARCH 31, 2000


																																																																																																																																																																																				Rate of Return Oregon


			3.0						$7.125 Preferred Series


									(Stated Value $100)																								4/88									10,500,000									15,000,000																		0									0.00									75,409									0.50									14,924,591									99.497																		7.161%									751,905


																																																																																																																																																																																																Weighted


																																																																																																																																																																														Line									Capital						Cost			Cost			Rate of


									Total																																	$35,564,300									$46,000,000																		$231,250																		$236,596																		$45,532,154																		[3]									7.065%									$2,512,514																																	No.			Description						Structure						Rate			Rate			Return


																																																																																																																																																																																							(a)						(b)			(c)			(d)


			[1]  AN ANNUAL PURCHASE FUND OF 3 % OF ORIGINAL ISSUE IS PROVIDED FOR THE REDEMPTION OF THE $4.75 SERIES.																																																																																																																																																																											1			Mortgage Bonds & Unsecured Debt						45.576%						7.688%			3.504%


			AN ANNUAL SINKING FUND OF 7,500 SHARES IS REQUIRED FOR THE $7.125 SERIES.


			[2]  DIVIDEND RATE PER SHARE DIVIDED BY NET PROCEEDS PER SHARE.																																																																																																																																																																											2			Preferred & Preference Stock						3.989%						7.065%			0.282%


			[3]  EFFECTIVE COST OF MONEY AS FOLLOWS:       $																																							2,512,514									DIVIDED BY			$															$35,564,300									EQUALS									7.065%


																																																																																																																																																																														3			Common Stock Equity						50.435%						10.250%			5.170%


																																																																																																																																																																														4			Weighted Total						100.00%												8.956%


																																																																																																																																																																																				NORTHWEST NATURAL GAS COMPANY


																																																																																																																																																																																				Year Ended MARCH 31, 2000


																																																																																																																																																																																				Rate of Return Oregon


																																																																																																																																																																																																Weighted


																																																																																																																																																																														Line									Capital						Cost			Cost			Rate of


																																																																																																																																																																														No.			Description						Structure						Rate			Rate			Return


																																																																																																																																																																																							(a)						(b)			(c)			(d)


																																																																																																																																																																														1			Mortgage Bonds & Unsecured Debt    **						47.279%						7.563%			3.576%


																																																																																																																																																																														2			Preferred & Preference Stock						3.865%						7.065%			0.273%


																																																																																																																																																																														3			Common Stock Equity						48.857%						10.250%			5.008%


																																																																																																																																																																														4			Weighted Total						100.00%												8.857%


																																																																																																																																																																																	**  Includes Short Term Debt
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