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«namel»

«IF titles«title»

«ENDIF»«IF company»«company»
«ENDIF»«address1»

«JF address2»«address2»
«ENDIF»«City»

«PostalCode»

Dear «<name?2»:
Re: 1997 Rate of Return on Equity

BC Gas Utility Ltd. ("BC Gas"), Centra Gas - Fort St. John ("Centra-FSJ"),
Pacific Northern Gas Ltd. ("PNG") and West Kootenay Power Ltd. ("WKP")

The Commission has reviewed the performance of the automatic mechanism to adjust the rate of return on
common equity set out on Pages 39/40 of its Decision dated June 10, 1994 and has determined that the
mechanism has performed favourably. Therefore, the Commission has chosen to apply the mechanism to
determine the rate of return on common equity for 1997.

Accordingly, the Commission has determined that the appropriate rates of return on common equity in
1997 for BC Gas, Centra-FSJ, PNG, and WKP are as follows:

Allowed Rates of Return on Common Equity

1997
1997 Allowed

Rate of Return on

Common Equity
BC Gas 10.25
Centra - FSJ 10.75
PNG 11.00
WKP 10.50




The calculation and other documentation in support of this finding is attached.

Each Utility will be required to submit an application for approval to the Commission to vary its rates in
line with the determinations made in this letter.

Although, as indicated above, the Commission has determined that the current automatic adjustment
mechanism is performing favourably and should be retained for the purposes of setting the 1997 ROE’s,
the Commission is requesting comments from other parties with respect to their views on the mechanism.
In making this request, the Commission notes that parties now have three years of experience with the
mechanism and that other regulatory bodies in Canada have adopted similar mechanisms. Two areas of
particular interest are; i) whether the forecast of long Canada bonds must change by at least 50 basis
points from the previous year's forecast before a change to the ROE is triggered; and 1i) whether the
relationship between a change in the forecast of long Canada bonds and a change in the ROE should be on
a one-to-one basis, as is currently the case, or on a sliding scale, as is the case in the mechanisms being
used by the National Energy Board and the Manitoba Public Utilities Board. The Commission also wishes
to receive comments on any other concerns related to the mechanism which parties may have. It would be
appreciated if your comments could be received by January 31, 1997.

Yours truly

Robert J. Pellatt

DWE/Im
Attach.
cc: Registered Intervenors/Interested Parties

Misc Cor/L-61-96 (97 ROE Primary)



Preliminary Calculation of Allowed 1997 Rate of Return on Common Equity

3 month Ahead 12 month Ahead
(Feb. 1997) (Nov. 1997)
10 Year Canada Bond Yield
Forecast Average: 6.50 6.50
(Consensus Economics, November 1996
Consensus Forecast)
Average of 3 and 12 Month Forecasts 6.50
Add Yield Spread Between 10 Year (7.0%, December 1, 2006)
and 30 Year (9.0%, June 1. 2025) Canada Bonds: 0.697
Equals Projected 1997 Yield on Long Term
Canada Bond 7.197
Less BCUC Forecast 1996 Yield on Long Term
Canada Bond 8.062
Initial Adjustment Factor -0.865
Allowed 1997 Rate of Return
Common Equity:
Initial
Adjustment Initial Rounded
1996 ROE Factor 1997 ROE 1997 ROE
BC Gas 11.0 -0.865 10.135 10.25
Centra-FSJ 1.5 -0.865 10.635 10.75
PNG 11.75 -0.865 10.885 11.00
WKP 11.25 -0.865 10.385 10.50




Current Account Surplus, Despite Strong Dollar

Current economic dala seem to be indicating that a more
broad-based recovery is underway - as opposed to one led
primarily by the export sector (in particular US demand).
The monthly GDP series increased by 0.2% in August
which, following the favourable July figure, implies that a
positive third quarter outcome is likely. However, there are
growing concerns over the inability of the economy to
generate employment. This may dampen personal ex-
penditure as the positive influence of falling interest rates
(see below) may be partially offset by job security worries.
The three week General Motors strike is likely to have a
significant impact on October (and therefore fourth quarter)
industrial production data. However, output growth is ex-
pected to accelerate next year and the consensus forecast

for GDP growth in 1997 has been upgraded slightly to 3.1%
this month.

The current account appears to be improving, with August
trade data showing an increase in exports of 2.7% (due to
higher auto demand and a good harvest) and an indentical
2.7% drop in imports. The curmrent account surplus now
stands at C$4.0bn for the first eight months of this year, a
development which has added support to the currency.
Dedliningtrends in consumer price inflation and the govern-
ment budget deficit have also contributed to the Canadian
dollar's recent strength. in response, the Bank of Canada
has continued to loosen monetary policy and, following
three consecutive 25 basis point cuts in October, the central
bank's overnight funding rate is now 3.50%. Lower interest
rates will also reduce the substantial drain of debt servicing
currently faced by the government. In the government's
mid-year Economic and Fiscal Statement, finance minister
Paul Martinannounced a federal budget deficit target of 1%
of GDP forthe 1998 fiscal year. The government has made
progress in reducing the deficit during the current fiscal year
which, coupled with low inflation, has allowed long term
interest rates to fall (see also page 3). A further narrowing
of the budget deficit is projected for FY97.
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Inco* 16N / NYSE ISMarl6 775 10600 1795 717 3438 261 325 | e 850" Sepl/99 1060 4% | Telsmanfrerg 945 Dec2/%9 134 469
Inmet IMN.DB / TSE, ME BdE9 750 1018 8248 68 745 77 13 . Talisman Energ 980 Dec2/04 17186 630
BrCoumba 700 Mar2/98 10428 349 | Talsman
Inmet OTC BSep-d/ 500 7800 647 808 765 471 A5 4% G/ L% 6l
BrCoumba 700  Jun9/99 10668 419 | Telegobe n
Ivaco OTC 15Ar-10 675 9475 18X 73 259 313 3200 790 SeoU/02 LOLS S8
Kautel Group OTC B8 775 UOLT5 2649 ST 30 B33 1200 | BrCoumba 1015 Ag29/0l 12035 525 Thomson A Se
Mac Bo OTC LMy 500 9025 BSL 629 1935 349 2863 |BrCoumba 900 Jan9/02 LS 540 |Thomsn 9IS &4 LAE 632
Magna Int. MG.DB / TSE SeHB 725 13600 LB 25 7365 L& 6025 |BrCokembe 775 unlé/3 11042 581 TrCdaPee 945 Mar/18 1R76 724
Maridmrough?cropMPLDB/TSE,ME;}l-Mar-Oéﬁm 7985 4%10 995 05 2564 390 |BrCoumbe 900 JnZ/04 11789 602 ] TransataUnl 835 Decls/03 L3S 5%
Nobie China 0 Nov-04 900 8L00 9929 1287 315 1290 775 {BrCoumbia 950 Jan9/12 12564 676 | UnionGas 970 N/l 12639 73
Noranda OTC B-pr-7 SO0 10000 1006 500 3130 286 3500 | pcomba 850 AugZ¥I3 1165 682 | UnonGas 875 A8 L& 7.3
Numac Energy OTC Lraoe@2 700 9900 12275 72 600 74l B0\ p ey 900 AigZ/24 1398 702 | WestcoastEner 990 Janl/20 1904 728
Pegasus Gold* OTC 0-Apr02 6259500 4939 738 949 670 1492 g y —
Repap OTC k98 900 9800 320 1038 500 588 1700 | ewBnmswck 912 Aprl/02 1650 SS1) [ngernational
Repap* OTC LA B9 900 [ES 001 500 1481 675 | Newloundland 1000 MAZOL LRSS 53T metel 1 a1
Rogers Comm OTC 1Sp® 750 9800 BB 83 1050 4m 2071 | Newlondand 1100 FeblS/12 13664 704 : A% BUNL W2 689
Russel Metals OTC 3099 900 10200 4417 821 360 541 185 | NvaScofia 987 Marl9B 1077 357 | Austaia
Shemtt OTC 150ec06 600 10400 4% 548 360 1083 9% |NovaSfa 825 Decl/l5 1331 629 |fusris 675 ISNOVEOS 9745 71
StlavrentPepSPLDB/TSEME  LS-dun04 800 14900 168 120 2275 644 1553 | novaSwtn 960 Jan3/22 12850 714 | Brtan 700 OMARIS® 10081 662
Teck Corp TEXDB / TSE VSep2 30 W03 40 2% KN 207 BV | oepe 725 Marll98 10478 355 | BtAD 700 6NOV200L 9954 7.0
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Tembec TBCDB / TSE, ME L@@ 750 1750 2368 444 950 1000 logo | Onttwd 900 Aprl6/02 1613 549 550 120CT201 10281 484
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— sow 3000 | gitane Sar./gal) 5500 55.00 5300
Germanum (kg) 163000 163000 163000 Butane (Edm/gh) 5300 30 25
indumingot (g 2000 2000 2000 v
Manganese (ne) 145000 145000 145000 | Lo (WR/@) 7240 oW 67
Meraryfask 15500 15500 15500 | OF
Molybd. Ferr. (k) 980 980 980 | (G perbarrel)
Quicksitver 000 W00 26500 | Losour Cromery 3005 3005 3084
Ruthenim (07) 4300 4000 4000 | Lt sweet @dm) 3116 116 319
Selenum 5 50 250 | (USS per barreh)
Tartalite 2600 2600 2600 | Brent crude 2300 8 315
Tiantm (dlo} 680 680 680 | Arabmed 1985 1985 0%
Tungsten powder 1260 1289 1269 Bonny It 73145 ns 7360
Tropicals WestTeasit. 2360 260 U5
(US cents per ib unless stated) Heating oil
Arabica ootfee 11550 S8 120, (US cents per gat)
Robusta coffee [0 775 KI5 US. Gu¥ 9% 790 a5
Cocoa (USS/tne) 164300 164300 162700 NY Harbor 7070 M 18
Sugar World 11 11L& 1150 1138
Canada grains US. lumber
{C3 per tonne at Thunder Bay) {uss)
Canola 4800 4040 4SO | Rendomiengths 46500 43000 50500
Flax 332 [0 38350 | Coasthem-fir 540.00 54500  S5000
Wheat U250 U130 US80 | Wstrnsprucepme 37800 39800 42500
Convertible Debentures
Selected quotations on actively traded ied by RBC D ion S inc.

% Share Comv. Comv.

Isswer/Tisting Waturity Cosp. price Prem. Yield price ratic Price
AGF Management OTC TNov(8 675 15000 -156 204 R0 476 A9
Agnico* AEGGF / NASDAQ T-davd 30 9263 1845 477 140 588 VS
Agra Industries OTC Ihowll 800 107 2122 19 1080 L1 900
Ar Canada ACDB / TSE, ME M5 800 1O 22 651 540 12% 8
Anvii Range ARO.DB / TSE DU~an02 850 7450 21115 1595 ° L0 18 710
Avenor AVRDB / TSE, ME SFeb04 790 12050 1S3 A7 BO0 455 2
Bema Goid* BGO.DB.U / T5E Bfeb00 750 229 00 000 476 4878 25
Cambndge Shop (BG.DB / TSE IMar03 800 10075 11854 784 1200 384 26@
Cambridoe Shop CBG.DRA / TSE w04 750 9950 19444 759 200 282 KA
Cambndoe Shop (BGDB.B / TSE IMar-04 600 9073 AL 76 1200 A48 2%
Canam Manac OTC 1Sep98 80 10500 1B 5S4 AS 1% 975
Cascades CAS.D8 / TSE, ME 9Mg@ 78 12275 3682 348 72 158 69
Cdn Western Bank CWBDB/TSE  15-A0r-06 675 11425 178 440 1300 800 1250
Centrefund CFEDBA 7 TSE Nov06 B 10668 1685 754 1415 665 1S9
CFCF CF.OB / TSE, ME My 750 U500 1220 S A% 500 200
CHC Heiicopters OTC Nagll 800 9575 7953 85l 640 8 120
Cons. Enfield OTC Mar(2 800 G300 4 971 03B 74 13
Devtek OTC WV-Aor98 800 10300 1887 577 428 8B 1200
Domeo Ind DOCDB / TSE, ME 1SApr(5 850 11988 133% S51 U0 45 2200
Edper Graxp EPRIR / TSE NUMay06 700 00 1465 249 770 1R 5%
Eidoraco Gold* OTC LNow0d 825 283 OG0 Q00 477 3077 33
Emeo Industries OTC VA2 75 WO W 771 X S4 B
Emon Industries OTC 3PecOd 8O0 LD wa 771 80 ofa o
Harmac Pacific HRCOB / TSEME 4-0ct04 800 1700 4713 443 1200 606 1650
Holinger HLG.DB / TSE INov98 700 S0 00 297 1885 571 1682
Holinger* HLGLF.0 NASDAQ SHhowld 000 3481 48X 6B 868 271 3684
Horsham* HSMDB.U / TSELME  18-Nowl8 325 125% 6483 309 2948 325 3080
Horsham* HSMDBRV/ TSEME ~ S-JarZl 300 3Rl 848 278 2983 323 3100
Tneo* NISN 7 NYSE BMaels 775 10600 10 77 AS3 268 BB
Inmet IMN.DB / TSE, ME B9 70 M3 R¥% R 70 7V BB
Inmet OTC 2Sep 500 7800 LB B8 A0 41 A5
Ivaco OTC 15Ar10 675 900 U0 722 210 3113 W
Kaufed Group OTC ZB-098 775 10425 2360 SO5 35 8B R0
Mac 8o OTC 1MoV SO0 8900 M &4 W 349 A8
Magna Int. MG.OB / TSE SHB 75 SO0 U 256 738 L6 S
Mariborough Prop MPLDB / TSE, ME L1-Mar-04 600 7985 46671 995 055 2564 3%
Noble China OTC JoNov04 900 SLO0 SR LF 1B 1N 75
Noranda OTC A 500 10000 1059 500 3LAS 28BS /MO
Numac Energy OTC hped2 700 9900 12845 73 585 74 13%
Pegasus Gold* OTC Va2 625 %40 N7 762 90 60 14N
Repap OTC P98 900 WBO0 2666 1038 510 S8 VMO
Rapap* OTC A7 890 930 36 924 510 1481 675
Rogers Comm OTC 15ep99 70 9800 %13 81 WX 48 201
Russel Metats OTC Ot 900 1200 41000 BZL 1M 54 1BD
Sherritt OTC 15-DecO6 600 S3O0 15685 5% 3N W0 90
Stlavrent P2 SPLOB / TSELME 1504 800 1000 183 144 2250 644 1553
Teck Corp TEKDB / TSE Vel 300 I A% 290 3478 @ KW
Teck Corp* OTC w6 375 1836 62 168 BN 46 218
Tea-Comm Hec TENDB / TSE SMay(l 99 895 Y& 12Y 8B 6B L5
Tembec TBCDB / TSE, ME l-Ag@ 750 1A B4 448 94 000 1000
Tembec* TBCOBY / TSE, ME UMy 650 1600 BB S5 69 127 Az
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Futures Options tables:

Futures prices open interest reflects previous vading day . CBOT ~ Chicago
Board of Trade; CME - Chicago Mercantile Exchange; COMEX — New York
Commodity Exchange; FINEX - Financial Instruments Exchange; IMM -
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Kansas City Board of Trade; MPLS - Minneapolis Grain Exchange; ME -
Montreal Exchange; NYCE - New York Cotton Exchange; NYME - New York
Mercantile Exchange NYFE - New York Futures Exchange; ¢ - option not

traded;. &, . .0 otion offered; L Jetont. Stock Exchange: TFE - Yaidnto.
.~ Vantpbvay,Stotk Excnemge; WPG - Windipeg!
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